GLOBAL #
EDITION

Strategic

Brand Management
Building, Measuring, and Managing Brand Equity
FOURTH EDITION

Kevin Lane Keller

ALWAYS LEARN‘\NG " PEARSON



Strategic Brand Management

Building, Measuring, and
Managing Brand Equity

Global Edition




This page intentionally left blank



Strategic Brand Management

Building, Measuring, and
Managing Brand Equity

Global Edition

PEARSON



Editor in Chief: Stephanie Wall

Senior Acquisitions Editor: Erin Gardner

Senior Acquisitions Editor, Global Edition:
Steven Jackson

Senior Editorial Project Manager: Kierra Bloom

Editorial Assistant: Jacob Garber

Editorial Assistant, Global Edition: Toril Cooper

Director of Marketing: Maggie Moylan

Executive Marketing Manager: Anne Fahlgren

Marketing Manager, International: Dean Erasmus

Senior Managing Editor: Judy Leale

Senior Production Project Manager: Ann Pulido

Pearson Education Limited
Edinburgh Gate

Harlow

Essex CM20 2JE

England

and Associated Companies throughout the world

Visit us on the World Wide Web at:
www.pearson.com/uk

© Pearson Education Limited 2013

Senior Operations Supervisor: Arnold Vila

Operation Specialist: Cathleen Petersen

Creative Art Director: Blair Brown

Senior Art Director: Janet Slowik

Interior Designer: Karen Quigley

Cover Designer: Jodi Notowitz

Cover Image: © t_kimura

Media Project Manager, Editorial: Denise Vaughn

Media Project Manager, Production: Lisa Rinaldi

Composition/Full-Service Project Management:
PreMediaGlobal

Cover Printer: Lehigh-Phoenix Color/Hagerstown

The rights of Kevin Lane Keller to be identified as authors of this work have been asserted by them in
accordance with the Copyright, Designs and Patents Act 1988.

Authorised adaptation from the United States edition, entitled Strategic Brand Management, 4th Edition,
ISBN: 978-0-13-266425-7 by Kevin Lane Keller, published by Pearson Education, Inc., © 2013.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted
in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without either
the prior written permission of the publisher or a licence permitting restricted copying in the United Kingdom
issued by the Copyright Licensing Agency Ltd, Saffron House, 6-10 Kirby Street, London ECIN 8TS.

All trademarks used herein are the property of their respective owners. The use of any trademark in this text
does not vest in the author or publisher any trademark ownership rights in such trademarks, nor does the use
of such trademarks imply any affiliation with or endorsement of this book by such owners.

Microsoft and/or its respective suppliers make no representations about the suitability of the information
contained in the documents and related graphics published as part of the services for any purpose. All such
documents and related graphics are provided “as is” without warranty of any kind. Microsoft and/or its
respective suppliers hereby disclaim all warranties and conditions with regard to this information, including
all warranties and conditions of merchantability, whether express, implied or statutory, fitness for a particular
purpose, title and non-infringement. In no event shall Microsoft and/or its respective suppliers be liable for
any special, indirect or consequential damages or any damages whatsoever resulting from loss of use, data or
profits, whether in an action of contract, negligence or other tortious action, arising out of or in connection
with the use or performance of information available from the services.

Credits and acknowledgments borrowed from other sources and reproduced, with permission, in this textbook

appear on the appropriate page within text.

ISBN 13: 978-0-273-77941-4
ISBN 10: 0-273-77941-9

British Library Cataloguing-in-Publication Data

A catalogue record for this book is available from the British Library

10987654321
161514 13 12

Typeset in Times LT Std by PreMediaGlobal

Printed and bound by Courier/Kendallville in The United States of America

The publisher’s policy is to use paper manufactured from sustainable forests.



Dedication

This book is dedicated to
my mother and the memory of my father
with much love, respect, and admiration.



This page intentionally left blank



Brief Contents

Opening Perspectives 29
Chapter 1 Brands and Brand Management 29

Developing a Brand Strategy 67
Chapter 2 Customer-Based Brand Equity and Brand Positioning 67
Chapter 3 Brand Resonance and the Brand Value Chain 106

AUINII Designing and Implementing Brand Marketing Programs 141
Choosing Brand Elements to Build Brand Equity 141

Chapter 5 Designing Marketing Programs to Build Brand Equity 177

Chapter 6 Integrating Marketing Communications to Build Brand Equity 217

Chapter 7 Leveraging Secondary Brand Associations to Build Brand Equity 259

(@)
>
)
©
-
0
=
=

UC{EL"A Measuring and Interpreting Brand Performance 291

Chapter 8 Developing a Brand Equity Measurement and Management System 291

Chapter 9 Measuring Sources of Brand Equity: Capturing Customer Mind-Set 324
Chapter 10 Measuring Outcomes of Brand Equity: Capturing Market Performance 362

U{AE Growing and Sustaining Brand Equity 385
Chapter 11 Designing and Implementing Branding Architecture Strategies 385
Chapter 12 Introducing and Naming New Products and Brand Extensions 431
Chapter 13 Managing Brands Over Time 477
Chapter 14 Managing Brands Over Geographic Boundaries and Market Segments 509

U{RYI Closing Perspectives 547
Chapter 15 Closing Observations 547



This page intentionally left blank



Contents

Prologue: Branding Is Not Rocket Science 19
Preface 21

Acknowledgments 26

About the Author 28

Opening Perspectives 29
Chapter 1 Brands and Brand Management 29

Preview 30

What Is a Brand? 30
Brand Elements 30
Brands versus Products 31
BRANDING BRIEF 1-1:  Coca-Cola's Branding Lesson 32

Why Do Brands Matter? 34
Consumers 34
Firms 35

Can Anything Be Branded? 36
Physical Goods 37

BRANDING BRIEF 1-2:  Branding Commodities 38
THE SCIENCE OF BRANDING 1-1:  Understanding Business-to-Business Branding 40

THE SCIENCE OF BRANDING 1-2:  Understanding High-Tech Branding 41
Services 42

Retailers and Distributors 43

Online Products and Services 43

People and Organizations 45

Sports, Arts, and Entertainment 46

BRANDING BRIEF 1-3: Place Branding 48
Geographic Locations 48
Ideas and Causes 48
What Are the Strongest Brands? 48
THE SCIENCE OF BRANDING 1-3:  Understanding Market Leadership 50

Branding Challenges and Opportunities 52
Savvy Customers 52
Economic Downturns 54
Brand Proliferation 54
THE SCIENCE OF BRANDING 1-4: Marketing Brands in a Recession 55
Media Transformation 55
Increased Competition 56
Increased Costs 56
Greater Accountability 56

The Brand Equity Concept 57



10

CONTENTS

Chapter 2

Chapter 3

Strategic Brand Management Process 58
Identifying and Developing Brand Plans 58
Designing and Implementing Brand Marketing Programs 58
Measuring and Interpreting Brand Performance 60
Growing and Sustaining Brand Equity 60

Review 61

Discussion Questions 61

BRAND FOCUS 1.0: History of Branding 61

Notes 64

Developing a Brand Strategy 67

Customer-Based Brand Equity and Brand Positioning
Preview 68
Customer-Based Brand Equity 68
Defining Customer-Based Brand Equity 68
Brand Equity as a Bridge 70
Making a Brand Strong: Brand Knowledge 71
THE SCIENCE OF BRANDING 2-1: Brand Critics 72

Sources of Brand Equity 73
Brand Awareness 73
Brand Image 76

Identifying and Establishing Brand Positioning 79
Basic Concepts 79
Target Market 79
Nature of Competition 81
Points-of-Parity and Points-of-Difference 82

Positioning Guidelines 85
Defining and Communicating the Competitive Frame of Reference 85
Choosing Points-of-Difference 87
Establishing Points-of-Parity and Points-of-Difference 88
BRANDING BRIEF 2-1:  Positioning Politicians 89
Straddle Positions 90
Updating Positioning over Time 91
Developing a Good Positioning 93

Defining a Brand Mantra 93
Brand Mantras 93

BRANDING BRIEF 2-2:  Nike Brand Mantra 94
BRANDING BRIEF 2-3:  Disney Brand Mantra 95

67

THE SCIENCE OF BRANDING 2-2: Branding Inside the Organization 97

Review 97

Discussion Questions 98

BRAND FOCUS 2.0: The Marketing Advantages of Strong Brands 98
Notes 100

Brand Resonance and the Brand Value Chain 106

Preview 107

Building a Strong Brand: The Four Steps of Brand Building 107
Brand Salience 107

Brand Performance 111
Brand Imagery 113



Chapter 4

Chapter 5

CONTENTS

THE SCIENCE OF BRANDING 3-1:  Luxury Branding 114
Brand Judgments 117
Brand Feelings 118
Brand Resonance 120
BRANDING BRIEF 3-1:  Building Brand Communities 122
Brand-Building Implications 122
THE SCIENCE OF BRANDING 3-2: Putting Customers First 126
The Brand Value Chain 128
Value Stages 129
Implications 131
Review 132
Discussion Questions 134
BRAND FOCUS 3.0: Creating Customer Value 134
Customer Equity 134

Notes 138

Designing and Implementing Brand Marketing Programs

Choosing Brand Elements to Build Brand Equity 141
Preview 142

Criteria for Choosing Brand Elements 142
Memorability 143
Meaningfulness 143
Likability 143
Transferability 144
Adaptability 144
THE SCIENCE OF BRANDING 4-1:  Counterfeit Business Is Booming 146
Protectability 147

Options and Tactics for Brand Elements 147
Brand Names 147
URLs 155
Logos and Symbols 155
Characters 156
Slogans 158

BRANDING BRIEF 4-1:  Updating the Disneyland Castle 159

THE SCIENCE OF BRANDING 4-2: Balance Creative and Strategic Thinking to
Create Great Characters 160

BRANDING BRIEF 4-2:  Benetton's Brand Equity Management 162
Jingles 164
Packaging 164

Putting It All Together 167
BRANDING BRIEF 4-3:  Do-Overs with Brand Makeovers 168
THE SCIENCE OF BRANDING 4-3: The Psychology of Packaging 169
Review 170
Discussion Questions 171
BRAND FOCUS 4.0: Legal Branding Considerations 171
Notes 173
Designing Marketing Programs to Build Brand Equity 177
Preview 178
New Perspectives on Marketing 178

11

141



12 CONTENTS

Integrating Marketing 179
Personalizing Marketing 181

THE SCIENCE OF BRANDING 5-1: Making Sense Out of Brand Scents 183
Reconciling the Different Marketing Approaches 186

Product Strategy 187
Perceived Quality 187
Aftermarketing 187
Summary 190
Pricing Strategy 191
Consumer Price Perceptions 191
THE SCIENCE OF BRANDING 5-2: Understanding Consumer Price Perceptions 192
Setting Prices to Build Brand Equity 193
BRANDING BRIEF 5-1:  Marlboro’s Price Drop 193
Summary 199

Channel Strategy 199
Channel Design 199
Indirect Channels 201
Direct Channels 205

BRANDING BRIEF 5-2:  Goodyear’s Partnering Lessons 206
Online Strategies 208
Summary 208

Review 209

Discussion Questions 209

BRAND FOCUS 5.0: Private-Label Strategies and Responses 210
Notes 212

Chapter 6 Integrating Marketing Communications to Build Brand Equity 217
Preview 218
The New Media Environment 219

Challenges in Designing Brand-Building Communications 219
Role of Multiple Communications 221

Four Major Marketing Communication Options 221
Advertising 221

THE SCIENCE OF BRANDING 6-1: The Importance of Database Marketing 229
Promotion 232

Online Marketing Communications 236

Events and Experiences 239

BRANDING BRIEF 6-1:  Tough Mudder: The Toughest Event on the Planet 242
Mobile Marketing 244

Brand Amplifiers 246
Public Relations and Publicity 246
Word-of-Mouth 246

Developing Integrated Marketing Communication Programs 247
Criteria for IMC Programs 248
Using IMC Choice Criteria 250

THE SCIENCE OF BRANDING 6-2: Coordinating Media to Build Brand Equity 251
Review 252
Discussion Questions 253
BRAND FOCUS 6.0: Empirical Generalizations in Advertising 254
Notes 255



Chapter 7

Chapter 8

CONTENTS

Leveraging Secondary Brand Associations to
Build Brand Equity 259
Preview 260

Conceptualizing the Leveraging Process 261
Creation of New Brand Associations 261
Effects on Existing Brand Knowledge 261
Guidelines 262

Company 263

BRANDING BRIEF 7-1:  IBM Promotes a Smarter Planet 264
Country of Origin and Other Geographic Areas 266

BRANDING BRIEF 7-2:  Selling Brands the New Zealand Way 268
Channels of Distribution 269
Co-Branding 269

THE SCIENCE OF BRANDING 7-1: Understanding Retailers’ Brand Images 270
Guidelines 271
Ingredient Branding 272

THE SCIENCE OF BRANDING 7-2:  Understanding Brand Alliances 273
Licensing 275

BRANDING BRIEF 7-3:  Ingredient Branding the DuPont Way 276
Guidelines 278

Celebrity Endorsement 278
Potential Problems 279
Guidelines 281

Sporting, Cultural, or Other Events 282

BRANDING BRIEF 7-4:  Managing a Person Brand 283
Third-Party Sources 284
Review 285
Discussion Questions 286
BRAND FOCUS 7.0: Going for Corporate Gold at the Olympics 286
Notes 288

Measuring and Interpreting Brand Performance 291

Developing a Brand Equity Measurement and
Management System 291
Preview 292
The New Accountability 292
Conducting Brand Audits 293

Brand Inventory 294

Brand Exploratory 295

Brand Positioning and the Supporting Marketing Program 298

THE SCIENCE OF BRANDING 8-1: The Role of Brand Personas 299
Designing Brand Tracking Studies 300

What to Track 300

BRANDING BRIEF 8-1:  Sample Brand Tracking Survey 301
How to Conduct Tracking Studies 303
How to Interpret Tracking Studies 305

13



14 CONTENTS

Establishing a Brand Equity Management System 305
BRANDING BRIEF 8-2:  Understanding and Managing the Mayo Clinic Brand 306
Brand Charter 307
Brand Equity Report 308
Brand Equity Responsibilities 309
THE SCIENCE OF BRANDING 8-2: Maximizing Internal Branding 310
BRANDING BRIEF 8-3: How Good Is Your Marketing? Rating a Firm's
Marketing Assessment System 312

Review 314

Discussion Questions 315

BRAND FOCUS 8.0: Rolex Brand Audit 315

Notes 322

Chapter 9 Measuring Sources of Brand Equity: Capturing
Customer Mind-Set 324
Preview 325
Qualitative Research Techniques 325
BRANDING BRIEF 9-1:  Digging Beneath the Surface to Understand
Consumer Behavior 326

Free Association 326

Projective Techniques 328

BRANDING BRIEF 9-2:  Once Upon aTime ... You Were What You Cooked 329
Zaltman Metaphor Elicitation Technique 330

BRANDING BRIEF 9-3:  Gordon Ramsay 331
Neural Research Methods 332

Brand Personality and Values 333

Ethnographic and Experiential Methods 334

BRANDING BRIEF 9-4:  Making the Most of Consumer Insights 335
Summary 338

Quantitative Research Techniques 338
Brand Awareness 339
Brand Image 342

THE SCIENCE OF BRANDING 9-1: Understanding Categorical Brand Recall 343
Brand Responses 344
Brand Relationships 346

THE SCIENCE OF BRANDING 9-2: Understanding Brand Engagement 349

Comprehensive Models of Consumer-Based Brand Equity 351
BrandDynamics 351
Relationship to the CBBE Model 352

Review 352
Discussion Questions 353
BRAND FOCUS 9.0: Young & Rubicam’s BrandAsset Valuator 353
Notes 359

Chapter 10 Measuring Outcomes of Brand Equity: Capturing
Market Performance 362
Preview 363

Comparative Methods 364
Brand-Based Comparative Approaches 364



CONTENTS 15

Marketing-Based Comparative Approaches 365
Conjoint Analysis 367

Holistic Methods 368
Residual Approaches 369
Valuation Approaches 371

THE SCIENCE OF BRANDING 10-1: The Prophet Brand Valuation Methodology 375
BRANDING BRIEF 10-1: Beauty Is in the Eye of the Beholder 378

Review 379

Discussion Questions 380

BRAND FOCUS 10.0: Branding and Finance 380

Notes 382

PART V Growing and Sustaining Brand Equity 385

Chapter 11 Designing and Implementing Brand Architecture Strategies 385
Preview 386

Developing a Brand Architecture Strategy 386
Step 1: Defining Brand Potential 386

THE SCIENCE OF BRANDING 11-1: The Brand-Product Matrix 387

THE SCIENCE OF BRANDING 11-2: Capitalizing on Brand Potential 390
Step 2: Identifying Brand Extension Opportunities 392

Step 3: Branding New Products and Services 392

Summary 393

Brand Portfolios 393
BRANDING BRIEF 11-1:  Expanding the Marriott Brand 396

Brand Hierarchies 398
Levels of a Brand Hierarchy 398
Designing a Brand Hierarchy 400

BRANDING BRIEF 11-2:  Netflix Branding Stumbles 401
Corporate Branding 408

THE SCIENCE OF BRANDING 11-3: Corporate Brand Personality 409
Corporate Image Dimensions 409

BRANDING BRIEF 11-3:  Corporate Reputations: The Most Admired U.S. Companies 410

BRANDING BRIEF 11-4:  Corporate Innovation at 31M 412
Managing the Corporate Brand 414

Brand Architecture Guidelines 421

Review 422

Discussion Questions 423

BRAND FOCUS 11.0: Cause Marketing 423
Notes 426

Chapter 12 Introducing and Naming New Products and Brand Extensions 431
Preview 432
New Products and Brand Extensions 432
BRANDING BRIEF 12-1:  Growing the McDonald's Brand 434

Advantages of Extensions 435
Facilitate New-Product Acceptance 436
Provide Feedback Benefits to the Parent Brand 438



16

CONTENTS

Chapter 13

Disadvantages of Brand Extensions 441
Can Confuse or Frustrate Consumers 441
Can Encounter Retailer Resistance 442
Can Fail and Hurt Parent Brand Image 442

THE SCIENCE OF BRANDING 12-1: When Is Variety a Bad Thing? 443
Can Succeed but Cannibalize Sales of Parent Brand 444
Can Succeed but Diminish Identification with Any One Category 444

BRANDING BRIEF 12-2:  Are There Any Boundaries to the Virgin Brand Name? 445
Can Succeed but Hurt the Image of the Parent Brand 446

Can Dilute Brand Meaning 446

Can Cause the Company to Forgo the Chance to Develop a New Brand 446

Understanding How Consumers Evaluate Brand Extensions 447
Managerial Assumptions 448
Brand Extensions and Brand Equity 448
Vertical Brand Extensions 451

Evaluating Brand Extension Opportunities 452
Define Actual and Desired Consumer Knowledge about the Brand 452

BRANDING BRIEF 12-3:  Mambo Extends Its Brand 453
Identify Possible Extension Candidates 454

Evaluate the Potential of the Extension Candidate 454

Design Marketing Programs to Launch Extension 457

Evaluate Extension Success and Effects on Parent Brand Equity 458

Extension Guidelines Based on Academic Research 459
Review 469

Discussion Questions 469

BRAND FOCUS 12.0:  Scoring Brand Extensions 470
Notes 471

Managing Brands Over Time 477
Preview 478

Reinforcing Brands 479
Maintaining Brand Consistency 480

THE SCIENCE OF BRANDING 13-1: Brand Flashbacks 482
Protecting Sources of Brand Equity 482

Fortifying versus Leveraging 484

Fine-Tuning the Supporting Marketing Program 484

BRANDING BRIEF 13-1: Razor-Sharp Branding at Gillette 487
Revitalizing Brands 490

BRANDING BRIEF 13-2:  Remaking Burberry's Image 492

BRANDING BRIEF 13-3: Harley-Davidson Motor Company 493

BRANDING BRIEF 13-4: A New Morning for Mountain Dew 494
Expanding Brand Awareness 495
Improving Brand Image 497

Adjustments to the Brand Portfolio 499
Migration Strategies 499
Acquiring New Customers 499
Retiring Brands 500

Review 502

Discussion Questions 504

BRAND FOCUS 13.0: Responding to a Brand Crisis 504
Notes 507



CONTENTS

Chapter 14 Managing Brands Over Geographic Boundaries and
Market Segments 509
Preview 510
Regional Market Segments 510
Other Demographic and Cultural Segments 511
Rationale for Going International 512
BRANDING BRIEF 14-1:  Marketing to African Americans 513

Advantages of Global Marketing Programs 514
Economies of Scale in Production and Distribution 514
Lower Marketing Costs 515
Power and Scope 515
Consistency in Brand Image 515
Ability to Leverage Good Ideas Quickly and Efficiently 515
Uniformity of Marketing Practices 515

Disadvantages of Global Marketing Programs 516
Differences in Consumer Needs, Wants, and Usage Patterns for Products 516
Differences in Consumer Response to Branding Elements 516
Differences in Consumer Responses to Marketing Mix Elements 517
Differences in Brand and Product Development and the Competitive Environment 518
Differences in the Legal Environment 518
Differences in Marketing Institutions 518
Differences in Administrative Procedures 518

Global Brand Strategy 519
Global Brand Equity 519
Global Brand Positioning 520

Standardization versus Customization 521
Standardization and Customization 521

BRANDING BRIEF 14-2: Coca-Cola Becomes the Quintessential Global Brand 522
BRANDING BRIEF 14-3:  UPS's European Express 524
Developing versus Developed Markets 528

Building Global Customer-Based Brand Equity 529

1. Understand Similarities and Differences in the Global Branding Landscape 529

2. Don't Take Shortcuts in Brand Building 530

3. Establish Marketing Infrastructure 531

4. Embrace Integrated Marketing Communications 532

5. Cultivate Brand Partnerships 532

6. Balance Standardization and Customization 533

BRANDING BRIEF 14-4: Managing Global Nestlé Brands 534

7. Balance Global and Local Control 535

8. Establish Operable Guidelines 536

8. Implement a Global Brand Equity Measurement System 537

10. Leverage Brand Elements 537

THE SCIENCE OF BRANDING 14-1: Brand Recall and Language 538
Review 539
Discussion Questions 541
BRAND FOCUS 14.0: China Global Brand Ambitions 541

Notes 543



18 CONTENTS

PART VI Closing Perspectives 547

Chapter 15 Closing Observations 547
Preview 548
Strategic Brand Management Guidelines 548

Summary of Customer-Based Brand Equity Framework 548
Tactical Guidelines 550

What Makes a Strong Brand? 554

BRANDING BRIEF 15-1:  The Brand Report Card 555
Future Brand Priorities 556

1. Fully and Accurately Factor the Consumer into the Branding Equation 556

BRANDING BRIEF 15-2:  Reinvigorating Branding at Procter & Gamble 558
2. Go Beyond Product Performance and Rational Benefits 560
3. Make the Whole of the Marketing Program Greater Than the Sum of the Parts 561
4. Understand Where You Can Take a Brand (and How) 563
5. Do the “Right Thing” with Brands 565
6. Take a Big Picture View of Branding Effects. Know What Is Working (and Why) 566
Finding the Branding Sweet Spot 566
Review 567
Discussion Questions 568
BRAND FOCUS 15.0: Special Applications 568

Notes 573

Epilogue 575
Index 577



Prologue: Branding Is Not
Rocket Science

Although the challenges in branding can be immense and difficult, branding is not necessarily
rocket science. I should know. I am not a rocket scientist—but my dad was. He was a physicist
in the Air Force for 20 years, working on various rocket fuels. Always interested in what I did,
he once asked what the book was all about. I explained the concept of brand equity and how
the book addressed how to build, measure, and manage it. He listened, paused, and remarked,
“That’s very interesting but, uh, that’s not exactly rocket science.”

He’s right. Branding is not rocket science. In fact, it is an art and a science. There’s always
a creativity and originality component involved with marketing. Even if someone were to fol-
low all the guidelines in this book—and all the guidelines were properly specified—the success
or failure of a brand strategy would still depend largely on how, exactly, this strategy would be
implemented.

Nevertheless, good marketing is all about improving the odds for success. My hope is that
this book adds to the scientific aspect of branding, illuminating the subject and providing guid-
ance to those who make brand-related decisions.
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Preface

Let me answer a few questions as to what this book is about, how it’s different from other books
about branding, what’s new with this fourth edition, who should read it, how it’s organized, and
how you can get the most out of it.

WHAT IS THE BOOK ABOUT?

This book deals with brands—why they are important, what they represent to consumers, and
what firms should do to manage them properly. As many business executives correctly recog-
nize, perhaps one of the most valuable assets a firm has are the brands it has invested in and
developed over time. Although competitors can often duplicate manufacturing processes and
factory designs, it’s not so easy to reproduce strongly held beliefs and attitudes established in
the minds of consumers. The difficulty and expense of introducing new products, however, puts
more pressure than ever on firms to skillfully launch their new products as well as manage their
existing brands.

Although brands may represent invaluable intangible assets, creating and nurturing a strong
brand poses considerable challenges. Fortunately, the concept of brand equity—the main focus
of this book—can provide marketers with valuable perspective and a common denominator to
interpret the potential effects and trade-offs of various strategies and tactics for their brands.
Think of brand equity as the marketing effects uniquely attributable to the brand. In a practical
sense, brand equity is the added value a product accrues as a result of past investments in the
marketing activity for the brand. It’s the bridge between what happened to the brand in the past
and what should happen to it in the future.

The chief purpose of this book is to provide a comprehensive and up-to-date treatment of the
subjects of brands, brand equity, and strategic brand management—the design and implementa-
tion of marketing programs and activities to build, measure, and manage brand equity. One of the
book’s important goals is to provide managers with concepts and techniques to improve the long-
term profitability of their brand strategies. We’ll incorporate current thinking and developments
on these topics from both academics and industry participants, and combine a comprehensive
theoretical foundation with enough practical insights to assist managers in their day-to-day and
long-term brand decisions. And we’ll draw on illustrative examples and case studies of brands
marketed in the United States and all over the world.

Specifically, we’ll provide insights into how to create profitable brand strategies by building,
measuring, and managing brand equity. We address three important questions:

1. How can we create brand equity?
2. How can we measure brand equity?
3. How can we sustain brand equity to expand business opportunities?

Readers will learn:

* The role of brands, the concept of brand equity, and the advantages of creating strong brands

e The three main ways to build brand equity by properly choosing brand elements, designing
marketing programs and activities, and leveraging secondary associations

 Different approaches to measuring brand equity, and how to implement a brand equity mea-
surement system

e Alternative branding strategies and how to design a brand architecture strategy and devise
brand hierarchies and brand portfolios
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* The role of corporate brands, family brands, individual brands, modifiers, and how to combine
them into sub-brands

* How to adjust branding strategies over time and across geographic boundaries to maximize
brand equity

WHAT'S DIFFERENT ABOUT THIS BOOK?

My objective in writing this book was to satisfy three key criteria by which any marketing text
should be judged:

e Depth: The material in the book had to be presented in the context of conceptual frameworks
that were comprehensive, internally consistent and cohesive, and well grounded in the aca-
demic and practitioner literature.

* Breadth: The book had to cover all those topics that practicing managers and students of
brand management found intriguing and/or important.

* Relevance: Finally, the book had to be well grounded in practice and easily related to past
and present marketing activities, events, and case studies.

Although a number of excellent books have been written about brands, no book has really maxi-
mized those three dimensions to the greatest possible extent. This book sets out to fill that gap by
accomplishing three things.

First, we develop our main framework that provides a definition of brand equity, identifies
sources and outcomes of brand equity, and provides tactical guidelines about how to build, mea-
sure, and manage brand equity. Recognizing the general importance of consumers and customers to
marketing—understanding and satisfying their needs and wants—this broad framework approaches
branding from the perspective of the consumer; it is called customer-based brand equity. We then
introduce a number of more specific frameworks to provide more detailed guidance.

Second, besides these broad, fundamentally important branding topics, for completeness,
numerous Science of Branding boxes provide in-depth treatment of cutting-edge ideas and
concepts, and each chapter contains a Brand Focus appendix that delves into detail on specific,
related branding topics, such as brand audits, legal issues, brand crises, and private labels.

Finally, to maximize relevance, numerous in-text examples illuminate the discussion of
virtually every topic, and a series of Branding Brief boxes provide more in-depth examinations
of selected topics or brands.

Thus, this book can help readers understand the important issues in planning and evaluat-
ing brand strategies, as well as providing appropriate concepts, theories, and other tools to make
better branding decisions. We identify successful and unsuccessful brand marketers—and why
they have been so—to offer readers a greater appreciation of the range of issues in branding, as
well as a means to organize their own thoughts about those issues.

WHO SHOULD READ THE BOOK?

A wide range of people can benefit from reading this book:

* Students interested in increasing both their understanding of basic branding principles and
their exposure to classic and contemporary branding applications and case studies

e Managers and analysts concerned with the effects of their day-to-day marketing decisions on
brand performance

* Senior executives concerned with the longer-term prosperity of their brand franchises and
product or service portfolios

» All marketers interested in new ideas with implications for marketing strategies and tactics

The perspective we adopt is relevant to any type of organization (public or private, large or
small), and the examples cover a wide range of industries and geographies. To illuminate brand-
ing concepts across different settings, we review specific applications to online, industrial,
high-tech, service, retailer, and small business in Chapters 1 and 15.



HOW IS THE BOOK ORGANIZED?

The book is divided into six major parts, adhering to the “three-exposure opportunity” approach
to learning new material. Part I introduces branding concepts; Parts II, III, IV, and V provide all
the specific details of those concepts; and Part VI summarizes and applies the concepts in various
contexts. The specific chapters for each part and their contents are as follows.

Part I sets the stage by providing the “big picture” of what strategic brand management
is all about and provides a blueprint for the rest of the book. The goal is to provide a sense for
the content and context of strategic brand management by identifying key branding decisions
and suggesting some of the important considerations for those decisions. Specifically, Chapter 1
introduces some basic notions about brands, and the role they’ve played and continue to play
in marketing strategies. It defines what a brand is, why brands matter, and how anything can be
branded, and provides an overview of the strategic brand management process.

Part II addresses the topic of brand equity and introduces three models critical for brand
planning. Chapter 2 introduces the concept of customer-based brand equity, outlines the
customer-based brand equity framework, and provides detailed guidelines for the critically
important topic of brand positioning. Chapter 3 describes the brand resonance and brand value
chain models that assist marketers in developing profitable marketing programs for their brand
and creating much customer loyalty.

Part III examines the three major ways to build customer-based brand equity, taking a sin-
gle product—single brand perspective. Chapter 4 addresses the first way to build customer-based
brand equity and how to choose brand elements (brand names, logos, symbols, slogans), and the
role they play in contributing to brand equity. Chapters 5 and 6 outline the second way to build
brand equity and how to optimize the marketing mix to create customer-based brand equity.
Chapter 5 covers product, pricing, and distribution strategies; Chapter 6 is devoted to creating
integrated marketing communication programs to build brand equity. Although most readers are
probably familiar with these “4 P’s” of marketing, it’s illuminating to consider them from the
standpoint of brand equity and the effects of brand knowledge on consumer response to market-
ing mix activity and vice versa. Finally, Chapter 7 examines the third major way to build brand
equity—by leveraging secondary associations from other entities like a company, geographical
region, person, or other brand.

Part I'V looks at how to measure customer-based brand equity. These chapters take a detailed
look at what consumers know about brands, what marketers want them to know, and how market-
ers can develop measurement procedures to assess how well they’re doing. Chapter 8 provides
a big-picture perspective of these topics, specifically examining how to develop and implement
an efficient and effective brand equity measurement system. Chapter 9 examines approaches to
measuring customers’ brand knowledge structures, in order to identify and quantify potential
sources of brand equity. Chapter 10 looks at measuring potential outcomes of brand equity in
terms of the major benefits a firm accrues from these sources of brand equity as well as how to
measure the overall value of a brand.

Part V addresses how to manage brand equity, taking a broader, multiple product-multiple
brand perspective as well as a longer-term, multiple-market view of brands. Chapter 11 consid-
ers issues related to brand architecture strategies—which brand elements a firm chooses to apply
across its various products—and how to maximize brand equity across all the different brands
and products that a firm might sell. It also describes two important tools to help formulate brand-
ing strategies—brand portfolios and the brand hierarchies. Chapter 12 outlines the pros and cons
of brand extensions and develops guidelines for introducing and naming new products and brand
extensions. Chapter 13 considers how to reinforce, revitalize, and retire brands, examining a
number of specific topics in managing brands over time. Chapter 14 examines the implications
of differences in consumer behavior and different types of market segments for managing brand
equity. We pay particular attention to international issues and global branding strategies.

Finally, Part VI considers some implications and applications of the customer-based brand
equity framework. Chapter 15 highlights managerial guidelines and key themes that emerged
in earlier chapters of the book. This chapter also summarizes success factors for branding and
applies the customer-based brand equity framework to address specific strategic brand manage-
ment issues for different types of products (online, industrial goods, high-tech products, services,
retailers, and small businesses).

PREFACE
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PREFACE

REVISION STRATEGY FOR FOURTH EDITION

The overarching goal of the revision of Strategic Brand Management was to preserve the aspects
of the text that worked well, but to improve it as much as possible by updating and adding new
material as needed. We deliberately avoided change for change’s sake. Our driving concern was
to create the best possible textbook for readers willing to invest their time and energy at mastering
the subject of branding.

We retained the customer-based brand equity framework that was the centerpiece of the

third edition, and the three dimensions of depth, breadth, and relevance. Given all the academic
research progress that has been made in recent years, however, as well as all the new market
developments and events, the book required—and got—some important updates.

1.

New and updated Branding Briefs and in-text examples: Many new Branding Briefs and
numerous in-text examples have been added. The goal was to blend classic and contempo-
rary examples, so many still-relevant and illuminating examples remain.

Additional academic references: As noted, the branding area continues to receive concerted
academic research attention. Accordingly, each chapter incorporates new references and
sources for additional study.

Tighter chapters: Chapters have been trimmed and large boxed material carefully screened
to provide a snappier, more concise read.

Stronger visuals: The text includes numerous engaging photos and graphics. These visuals
highlight many of the important and interesting concepts and examples from the chapters.
Updated and new original cases: To provide broader, more relevant coverage, new cases
have been added to the Best Practices in Branding casebook including PRODUCT (RED),
King Arthur Flour, and Target. Each of the remaining cases has been significantly updated.
All of the cases are considerably shorter and tighter. Collectively, these cases provide
insights into the thinking and activities of some of the world’s best marketers while also
highlighting the many challenges they still face.

In terms of content, the book continues to incorporate material to address the changing techno-
logical, cultural, global, and economic environment that brands face. Some of the specific new
topics reviewed in depth in the fourth edition include:

* Marketing in a recession e Brand communities

* Luxury branding * Brand characters

* Brand personas * Brand makeovers

* Shopper marketing e Person branding

* Social currency * Brand potential

* Brand extension scorecard e Culture and branding
* Brand flashbacks e Future brand priorities

Some of the many brands and companies receiving greater attention include:

* Converse e L’Oréal * Tough Mudder
* Etisalat * Michelin ¢ Liz Claiborne
* W Hotels * MTV * Prada

* HBO * Macy’s * TOMS

* Tupperware * Johnnie Walker * Chobani

e Groupon e Lions Gate ¢ Kindle

e Louis Vuitton e Gannett e Coldplay

* Netflix * Subway * Febreze
 Uniqglo * M&M’s * Oreo

* Boloco * Hyundai * DHL



Some of the more major chapter changes from the third edition include the following:

* Chapters 2 and 3 have been reorganized and updated to show how the brand positioning,
brand resonance, and brand value chain models are linked, providing a comprehensive set of
tools to help readers understand how brand equity can be created and tracked.

* Chapter 6 has been reorganized and updated around four major marketing communication
options: (1) Advertising and promotion; (2) Interactive marketing; (3) Events and experi-
ences; and (4) Mobile marketing. Guidelines and examples are provided for each of the four
options. Special attention is paid to the role of social media.

e Chapters 9 and 10 have been updated to include much new material on industry models of
brand equity and financial and valuation perspectives on branding.

e Chapters 11 and 12 have been reorganized and updated to provide an in-depth three-step
model of how to develop a brand architecture strategy. As part of these changes, a detailed
brand extension scorecard is presented.

* Chapter 14 has been updated to include much new material on developing markets.

* Chapter 15 has been updated to include much new material on future brand priorities.

HOW CAN YOU GET THE MOST OUT OF THE BOOK?

Branding is a fascinating topic that receives much attention in the popular press. The ideas pre-
sented in the book will help you interpret current branding developments. One good way to
better understand branding and the customer-based brand equity framework is to apply the con-
cepts and ideas presented in the book to current events, or to any of the more detailed branding
issues or case studies presented in the Branding Briefs. The Discussion Questions at the end of
the chapters often ask you to pick a brand and apply one or more concepts from that chapter.
Focusing on one brand across all the questions—perhaps as part of a class project—permits some
cumulative and integrated learning and is an excellent way to become more comfortable with and
fluent in the material in the book.

This book truly belongs to you, the reader. Like most marketing, branding doesn’t offer
“right” or “wrong” answers, and you should question things you don’t understand or don’t be-
lieve. The book is designed to facilitate your understanding of strategic brand management and
present some “best practice” guidelines. At the end of the day, however, what you get out of it
will be what you put into it, and how you blend the ideas contained in these pages with what you
already know or believe.

FACULTY RESOURCES

Instructors can access a variety of print, media, and presentation resources through www
.pearsonglobaleditions.com/keller.

PREFACE

25



26

Acknowledgments

I have been gratified by the acceptance of the first three editions of Strategic Brand Management.
It has been translated and adapted in numerous languages and countries, adopted by many top
universities, and used by scores of marketing executives around the world. The success of the
text is in large part due to the help and support of others whom I would like to acknowledge and
thank.

The Pearson team on the fourth edition was a huge help in the revision—many thanks to
Stephanie Wall, Erin Gardner, Kierra Bloom, Ann Pulido, and Stacy Greene. Elisa Adams superbly
edited the text with a very keen and helpful eye. Keri Miksza tracked down permissions and pro-
vided an impressive array of ads and photos from which to choose. Katie Dougherty, Duncan Hall,
and Alex Tarnoff offered much research assistance and support for the text. Lowey Sichol has
joined me as co-author of the Best Practices in Branding casebook and has applied her marketing
experience and wisdom to craft a set of informative, intriguing cases. John Lin has been a steady
long-time contributor about what is happening in the tech world. Alison Pearson provided her usual
superb administrative assistance in a number of areas.

I have learned much about branding in my work with industry participants, who have unique
perspectives on what is working and not working (and why) in the marketplace. Our discussions
have enriched my appreciation for the challenges in building, measuring, and managing brand
equity and the factors affecting the success and failure of brand strategies.

I have benefited from the wisdom of my colleagues at the institutions where I have held aca-
demic positions: Dartmouth College, Duke University, the University of California at Berkeley,
Stanford University, the Australian Graduate School of Management, and the University of North
Carolina at Chapel Hill.

Over the years, the doctoral students I advised have helped in my branding pursuits in a vari-
ety of useful ways, including Sheri Bridges, Christie Brown, Jennifer Aaker, Meg Campbell, and
Sanjay Sood. I have also learned much from my research partners and from the marketing field
as a whole that has recognized the importance of branding in their research studies and programs.
Their work provides much insight and inspiration.

Finally, special thanks go to my wife, Punam Anand Keller, and two daughters, Carolyn and
Allison, for their never-ending patience, understanding, and support.

Pearson would like to thank and acknowledge the following people for their work on the
Global Edition:

Contributors

Dr. Chris Baumann, Department of Marketing & Management, Macquarie University, Australia.
Visiting Professor, Seoul National University, South Korea, and Aarhus University, Denmark.

Dr. Colin Campbell, Department of Marketing, Kent State University, USA.
Dr. Mike Cheong, School of Business Management, Nanyang Polytechnic, Singapore.

Prof. Wujin Chu, Associate Dean MBA Programs and Professor of Marketing, Seoul National
University, South Korea.

Dr. Noha El-Bassiouny, Department of Marketing, the German University in Cairo, Egypt.

Dr. Noor Hasmini Abd Ghani, School of Business Management, College of Business, Universiti
Utara Malaysia, Malaysia.



ACKNOWLEDGMENTS

Prof. Dr. Michael A. Grund, Head of Center for Marketing, HWZ University of Applied Sciences
in Business Administration Zurich, Switzerland.

Phillip Morgan, UTS Business School, University of Technology, Sydney, Australia.
Arabella Pasquette, Freelance Lecturer and Consultant, Singapore and UK.
Alicia Perkins, Department of Marketing, University of Newcastle, Australia.

Professor Michael Jay Polonsky, School of Management and Marketing, Deakin University,
Australia.

Reviewers
Dr. Nalia Aaijaz, PhD, University Malaysia Kelantan, Malaysia.
Dr. Yoosuf A Cader, Zayed University, Abu Dhabi, United Arab Emirates.

Dr. E. Constantinides, School of Management and Governance, University of Twente,
The Netherlands.

Dr. Dalia Abdelrahman Farrag, The Arab Academy for Science, Technology & Maritime
Transport, Egypt.

Susan Scoffield, Senior Lecturer in Marketing, Department of Business & Management,
Manchester Metropolitan University, UK.

Dr. Margaret NF Tang, The School of Business, Macao Polytechnic Institute, China.

Venkata Yanamandram, School of Management & Marketing, University of Wollongong,
Australia.

Graham Robert Young, University of Southern Queensland, Australia.

27



28

About the Author

Kevin Lane Keller is the E. B. Osborn Professor of Marketing at the Tuck School of Business at
Dartmouth College. Professor Keller has degrees from Cornell, Carnegie-Mellon, and Duke uni-
versities. At Dartmouth, he teaches MBA courses on marketing management and strategic brand
management and lectures in executive programs on those topics.

Previously, Professor Keller was on the faculty at Stanford University, where he also served
as the head of the marketing group. Additionally, he has been on the faculty at the University of
California at Berkeley and the University of North Carolina at Chapel Hill, been a visiting profes-
sor at Duke University and the Australian Graduate School of Management, and has two years of
industry experience as Marketing Consultant for Bank of America.

Professor Keller’s general area of expertise lies in marketing strategy and planning, and
branding. His specific research interest is in how understanding theories and concepts related
to consumer behavior can improve marketing and branding strategies. His research has been
published in three of the major marketing journals—the Journal of Marketing, the Journal of
Marketing Research, and the Journal of Consumer Research. He also has served on the Editorial
Review Boards of those journals. With over 90 published papers, his research has been widely
cited and has received numerous awards.

Actively involved with industry, he has worked on a host of different types of marketing
projects. He has served as a consultant and advisor to marketers for some of the world’s most
successful brands, including Accenture, American Express, Disney, Ford, Intel, Levi Strauss,
Procter & Gamble, and Samsung. Additional brand consulting activities have been with other
top companies such as Allstate, Beiersdorf (Nivea), BlueCross BlueShield, Campbell, Colgate,
Eli Lilly, ExxonMobil, General Mills, GfK, Goodyear, Hasbro, Intuit, Johnson & Johnson,
Kodak, L.L. Bean, Mayo Clinic, MTV, Nordstrom, Ocean Spray, Red Hat, SAB Miller, Shell
Oil, Starbucks, Unilever, and Young & Rubicam. He has also served as an academic trustee for
the Marketing Science Institute.

A popular and highly sought-after speaker, he has made speeches and conducted marketing
seminars to top executives in a variety of forums. Some of his senior management and market-
ing training clients include such diverse business organizations as Cisco, Coca-Cola, Deutsche
Telekom, GE, Google, IBM, Macy’s, Microsoft, Nestl¢, Novartis, Pepsico, and Wyeth. He
has lectured all over the world, from Seoul to Johannesburg, from Sydney to Stockholm, and
from Sao Paulo to Mumbai. He has served as keynote speaker at conferences with hundreds to
thousands of participants.

Professor Keller is currently conducting a variety of studies that address strategies to build,
measure, and manage brand equity. In addition to Strategic Brand Management, in its 3rd edition,
which has been heralded as the “bible of branding,” he is also the co-author with Philip Kotler
of the all-time best-selling introductory marketing textbook, Marketing Management, now in its
14th edition.

An avid sports, music, and film enthusiast, in his so-called spare time, he has helped to
manage and market, as well as serve as executive producer, for one of Australia’s great rock and
roll treasures, The Church, as well as American power-pop legends Tommy Keene and Dwight
Twilley. Additionally, he is the Principal Investor and Marketing Advisor for Second Motion
Records. He also serves on the Board of Directors for The Doug Flutie, Jr. Foundation for Autism
and the Montshire Museum of Science. Professor Keller lives in Etna, NH with his wife, Punam
(also a Tuck marketing professor), and his two daughters, Carolyn and Allison.



PART I OPENING PERSPECTIVES

Brands and Brand
Management

Learning Objectives

After reading this chapter, you should be able to

1. Define “brand,” state how brand differs from a
product, and explain what brand equity is.
Summarize why brands are important.

3. Explain how branding applies to virtually everything.

4. Describe the main branding challenges and
opportunities.

5. Identify the steps in the strategic brand
management process.

A brand can be a person, place, firm, or organization
Sources: Pictorial Press Ltd / Alamy; Damian P. Gadal/Alamy; somchaij/Shutterstock; Jason Lindsey/Alamy 29
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Preview

Ever more firms and other organizations have come to the realization that one of their most
valuable assets is the brand names associated with their products or services. In our increasingly
complex world, all of us, as individuals and as business managers, face more choices with less
time to make them. Thus a strong brand’s ability to simplify decision making, reduce risk, and
set expectations is invaluable. Creating strong brands that deliver on that promise, and maintain-
ing and enhancing the strength of those brands over time, is a management imperative.

This text will help you reach a deeper understanding of how to achieve those branding
goals. Its basic objectives are

1. To explore the important issues in planning, implementing, and evaluating brand strategies.
2. To provide appropriate concepts, theories, models, and other tools to make better branding
decisions.

We place particular emphasis on understanding psychological principles at the individual
or organizational level in order to make better decisions about brands. Our objective is to
be relevant for any type of organization regardless of its size, nature of business, or profit
orientation.

With these goals in mind, this first chapter defines what a brand is. We consider the func-
tions of a brand from the perspective of both consumers and firms and discuss why brands are
important to both. We look at what can and cannot be branded and identify some strong brands.
The chapter concludes with an introduction to the concept of brand equity and the strategic
brand management process. Brand Focus 1.0 at the end of the chapter traces some of the histori-
cal origins of branding.

WHAT IS A BRAND?

Branding has been around for centuries as a means to distinguish the goods of one producer
from those of another. In fact, the word brand is derived from the Old Norse word brandr, which
means “to burn,” as brands were and still are the means by which owners of livestock mark their
animals to identify them.”

According to the American Marketing Association (AMA), a brand is a “name, term, sign,
symbol, or design, or a combination of them, intended to identify the goods and services of
one seller or group of sellers and to differentiate them from those of competition.” Technically
speaking, then, whenever a marketer creates a new name, logo, or symbol for a new product, he
or she has created a brand.

In fact, however, many practicing managers refer to a brand as more than that—as some-
thing that has actually created a certain amount of awareness, reputation, prominence, and so on
in the marketplace. Thus we can make a distinction between the AMA definition of a “brand”
with a small b and the industry’s concept of a “Brand” with a big B. The difference is important
for us because disagreements about branding principles or guidelines often revolve around what
we mean by the term.

Brand Elements

Thus, the key to creating a brand, according to the AMA definition, is to be able to choose a
name, logo, symbol, package design, or other characteristic that identifies a product and distin-
guishes it from others. These different components of a brand that identify and differentiate it
are brand elements. We’ll see in Chapter 4 that brand elements come in many different forms.

For example, consider the variety of brand name strategies. Some companies, like General
Electric and Samsung, use their names for essentially all their products. Other manufacturers as-
sign new products individual brand names that are unrelated to the company name, like Procter &
Gamble’s Tide, Pampers, and Pantene product brands. Retailers create their own brands based
on their store name or some other means; for example, Macy’s has its own Alfani, INC, Charter
Club, and Club Room brands.

Brand names themselves come in many different forms.? There are brand names based
on people’s names, like Estée Lauder cosmetics, Porsche automobiles, and Orville Reden-
bacher popcorn; names based on places, like Sante Fe cologne, Chevrolet Tahoe SUV, and
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British Airways; and names based on animals or birds, like Mustang automobiles, Dove soap,
and Greyhound buses. In the category of “other,” we find Apple computers, Shell gasoline, and
Carnation evaporated milk.

Some brand names use words with inherent product meaning, like Lean Cuisine, Ocean
Spray 100% Juice Blends, and Ticketron, or suggesting important attributes or benefits, like
DieHard auto batteries, Mop & Glo floor cleaner, and Beautyrest mattresses. Other names are
made up and include prefixes and suffixes that sound scientific, natural, or prestigious, like
Lexus automobiles, Pentium microprocessors, and Visteon auto supplies.

Not just names but other brand elements like logos and symbols also can be based on
people, places, things, and abstract images. In creating a brand, marketers have many choices
about the number and nature of the brand elements they use to identify their products.

Brands versus Products

How do we contrast a brand and a product? A product is anything we can offer to a market for
attention, acquisition, use, or consumption that might satisfy a need or want. Thus, a product
may be a physical good like a cereal, tennis racquet, or automobile; a service such as an airline,
bank, or insurance company; a retail outlet like a department store, specialty store, or supermar-
ket; a person such as a political figure, entertainer, or professional athlete; an organization like
a nonprofit, trade organization, or arts group; a place including a city, state, or country; or even
an idea like a political or social cause. This very broad definition of product is the one we adopt
in the book. We’ll discuss the role of brands in some of these different categories in more detail
later in this chapter and in Chapter 15.
We can define five levels of meaning for a product:*

1. The core benefit level is the fundamental need or want that consumers satisfy by consuming
the product or service.

2. The generic product level is a basic version of the product containing only those attributes
or characteristics absolutely necessary for its functioning but with no distinguishing fea-
tures. This is basically a stripped-down, no-frills version of the product that adequately per-
forms the product function.

3. The expected product level is a set of attributes or characteristics that buyers normally
expect and agree to when they purchase a product.

4. The augmented product level includes additional product attributes, benefits, or related ser-
vices that distinguish the product from competitors.

5. The potential product level includes all the augmentations and transformations that a prod-
uct might ultimately undergo in the future.

Figure 1-1 illustrates these different levels in the context of an air conditioner. In many
markets most competition takes place at the product augmentation level, because most firms
can successfully build satisfactory products at the expected product level. Harvard’s Ted
Levitt argued that “the new competition is not between what companies produce in their fac-
tories but between what they add to their factory output in the form of packaging, services,
advertising, customer advice, financing, delivery arrangements, warehousing, and other things
that people value.”

A brand is therefore more than a product, because it can have dimensions that differenti-
ate it in some way from other products designed to satisfy the same need. These differences
may be rational and tangible—related to product performance of the brand—or more symbolic,
emotional, and intangible—related to what the brand represents.

Extending our previous example, a branded product may be a physical good like Kellogg’s
Corn Flakes cereal, Prince tennis racquets, or Ford Mustang automobiles; a service such as
Delta Airlines, Bank of America, or Allstate insurance; a store like Bloomingdale’s depart-
ment store, Body Shop specialty store, or Safeway supermarket; a person such as Warren
Buffett, Mariah Carey, or George Clooney; a place like the city of London, state of California,
or country of Australia; an organization such as the Red Cross, American Automobile Asso-
ciation, or the Rolling Stones; or an idea like corporate responsibility, free trade, or freedom
of speech.

Some brands create competitive advantages with product performance. For example, brands
such as Gillette, Merck, and others have been leaders in their product categories for decades,
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due, in part, to continual innovation. Steady investments in research and development have pro-
duced leading-edge products, and sophisticated mass marketing practices have ensured rapid
adoption of new technologies in the consumer market. A number of media organizations rank
firms on their ability to innovate. Figure 1-2 lists 10 innovative companies that showed up on
many of those lists in 2011.

Other brands create competitive advantages through non-product-related means. For ex-
ample, Coca-Cola, Chanel No. 5, and others have been leaders in their product categories for
decades by understanding consumer motivations and desires and creating relevant and appealing
images surrounding their products. Often these intangible image associations may be the only
way to distinguish different brands in a product category.

Brands, especially strong ones, carry a number of different types of associations, and
marketers must account for all of them in making marketing decisions. The marketers behind
some brands have learned this lesson the hard way. Branding Brief 1-1 describes the problems

Coca-Cola’s Branding Lesson

One of the classic marketing mistakes occurred in April 1985
when Coca-Cola replaced its flagship cola brand with a new
formula. The motivation behind the change was primarily a
competitive one. Pepsi-Cola’s “Pepsi Challenge” promotion had
posed a strong challenge to Coke’s supremacy over the cola
market. Starting initially just in Texas, the promotion involved
advertising and in-store sampling showcasing consumer blind
taste tests between Coca-Cola and Pepsi-Cola. Invariably, Pepsi
won these tests. Fearful that the promotion, if expanded na-
tionally, could take a big bite out of Coca-Cola’s sales, especially
among younger cola drinkers, Coca-Cola felt compelled to act.

Coca-Cola’s strategy was to change the formulation of
Coke to more closely match the slightly sweeter taste of Pepsi.
To arrive at a new formulation, Coke conducted taste tests
with an astounding number of consumers—190,000! The find-
ings from this research clearly indicated that consumers “over-
whelmingly” preferred the taste of the new formulation to the
old one. Brimming with confidence, Coca-Cola announced the
formulation change with much fanfare.

Consumer reaction was swift but, unfortunately for Coca-
Cola, negative. In Seattle, retired real estate investor Gay Mul-
lins founded the “Old Cola Drinkers of America” and set up
a hotline for angry consumers. A Beverly Hills wine merchant
bought 500 cases of “Vintage Coke” and sold them at a pre-
mium. Meanwhile, back at Coca-Cola headquarters, roughly
1,500 calls a day and literally truckloads of mail poured in, vir-
tually all condemning the company’s actions. Finally, after sev-
eral months of slumping sales, Coca-Cola announced that the
old formulation would return as “Coca-Cola Classic” and join
“New"” Coke in the marketplace (see the accompanying photo).

The New Coke debacle taught Coca-Cola a very important,
albeit painful and public, lesson about its brand. Coke clearly is
not just seen as a beverage or thirst-quenching refreshment by
consumers. Rather, it seems to be viewed as more of an Ameri-
can icon, and much of its appeal lies not only in its ingredients
but also in what it represents in terms of Americana, nostalgia,
and its heritage and relationship with consumers. Coke’s brand
image certainly has emotional components, and consumers
have a great deal of strong feelings for the brand.

The epic failure of New Coke taught Coca-Cola a valuable
lesson about branding.

Source: Al Freni/Time & Life Pictures/Getty Images

Although Coca-Cola made a number of other mistakes in
introducing New Coke (both its advertising and its packaging
probably failed to clearly differentiate the brand and communi-
cate its sweeter quality), its biggest slip was losing sight of what
the brand meant to consumers in its totality. The psychological
response to a brand can be as important as the physiological
response to the product. At the same time, American consum-
ers also learned a lesson—just how much the Coke brand really
meant to them. As a result of Coke’s marketing fiasco, it is doubt-
ful that either side will take the other for granted from now on.

Sources: Patricia Winters, “For New Coke, ‘What Price Success?’”
Advertising Age, 20 March 1989, S1-S2; Jeremiah McWilliams,
“Twenty-Five Years Since Coca-Cola’s Big Blunder,” Atlanta Business
News, 26 April 2010; Abbey Klaassen, “New Coke: One of Marketing’s
Biggest Blunders Turns 25,” 23 April 2010, www.adage.com.
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Coca-Cola encountered in the introduction of “New Coke” when it failed to account for all the
different aspects of the Coca-Cola brand image.

Not only are there many different types of associations to link to the brand, but there are many
different means to create them—the entire marketing program can contribute to consumers’ under-
standing of the brand and how they value it as well as other factors outside the control of the marketer.

By creating perceived differences among products through branding and by developing a loyal
consumer franchise, marketers create value that can translate to financial profits for the firm. The
reality is that the most valuable assets many firms have may not be tangible ones, such as plants,
equipment, and real estate, but infangible assets such as management skills, marketing, financial
and operations expertise, and, most important, the brands themselves. This value was recognized

Level Air Conditioner
1. Core Benefit Cooling and comfort.
2. Generic Product Sufficient cooling capacity (Btu per hour),

an acceptable energy efficiency rating,
adequate air intakes and exhausts, and
so on.

3. Expected Product Consumer Reports states that for a typical large
air conditioner, consumers should expect at least
two cooling speeds, expandable plastic side panels,
adjustable louvers, removable air filter, vent for
exhausting air, environmentally friendly R-410A
refrigerant, power cord at least 60 inches long,
one year parts-and-labor warranty on the entire
unit, and a five-year parts-and-labor warranty on
the refrigeration system.

4. Augmented Product Optional features might include electric touch-pad
controls, a display to show indoor and outdoor
temperatures and the thermostat setting, an
automatic mode to adjust fan speed based on the
thermostat setting and room temperature, a
toll-free 800 number for customer service, and so on.

5. Potential Product Silently running, completely balanced throughout FIGURE 1-1

the room, and completely energy self-sufficient. Examples of Different

Product Levels

1. Apple
2.A
mazon FIGURE 1-2
3. Facebook Ten Firms Rated Highly

on Innovation

4. General Electric
Sources: Based on

“The 50 Most Innovative

5. Google .
Companies,” Bloomberg
3 @ aleen BusinessWeek, 25 April
’ P 2010; “The World’s Most
Innovative Companies,”
7.Intel Forbes, 4 March 2011;
o “The World" M
8. Microsoft e tvor d's 50 ost .
Innovative Companies,
. Fast Company, March 2011;
9. Twitter “The 50 Most Innovative
Companies 2011,”
10.Zynga P

Technology Review,
March 2011.
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FIGURE 1-3
Roles That Brands Play

by John Stuart, CEO of Quaker Oats from 1922 to 1956, who famously said, “If this company
were to split up I would give you the property, plant and equipment and I would take the brands
and the trademarks and I would fare better than you.”® Let’s see why brands are so valuable.

WHY DO BRANDS MATTER?

An obvious question is, why are brands important? What functions do they perform that make
them so valuable to marketers? We can take a couple of perspectives to uncover the value of
brands to both customers and firms themselves. Figure 1-3 provides an overview of the different
roles that brands play for these two parties. We’ll talk about consumers first.

Consumers

As with the term product, this book uses the term consumer broadly to encompass all types of
customers, including individuals as well as organizations. To consumers, brands provide impor-
tant functions. Brands identify the source or maker of a product and allow consumers to assign
responsibility to a particular manufacturer or distributor. Most important, brands take on special
meaning to consumers. Because of past experiences with the product and its marketing program
over the years, consumers find out which brands satisfy their needs and which ones do not. As a
result, brands provide a shorthand device or means of simplification for their product decisions.”

If consumers recognize a brand and have some knowledge about it, then they do not have
to engage in a lot of additional thought or processing of information to make a product decision.
Thus, from an economic perspective, brands allow consumers to lower the search costs for prod-
ucts both internally (in terms of how much they have to think) and externally (in terms of how
much they have to look around). Based on what they already know about the brand—its quality,
product characteristics, and so forth—consumers can make assumptions and form reasonable
expectations about what they may not know about the brand.

The meaning imbued in brands can be quite profound, allowing us to think of the relation-
ship between a brand and the consumer as a type of bond or pact. Consumers offer their trust and
loyalty with the implicit understanding that the brand will behave in certain ways and provide
them utility through consistent product performance and appropriate pricing, promotion, and
distribution programs and actions. To the extent that consumers realize advantages and benefits
from purchasing the brand, and as long as they derive satisfaction from product consumption,
they are likely to continue to buy it.

These benefits may not be purely functional in nature. Brands can serve as symbolic devices, al-
lowing consumers to project their self-image. Certain brands are associated with certain types of peo-
ple and thus reflect different values or traits. Consuming such products is a means by which consumers
can communicate to others—or even to themselves—the type of person they are or would like to be.®

Some branding experts believe that for some people, certain brands even play a religious
role of sorts and substitute for religious practices and help reinforce self-worth.’ The cultural
influence of brands is profound and much interest has been generated in recent years in under-
standing the interplay between consumer culture and brands.'”

Consumers

Identification of source of product
Assignment of responsibility to product maker
Risk reducer

Search cost reducer

Promise, bond, or pact with maker of product
Symbolic device

Signal of quality

Manufacturers

Means of identification to simplify handling or tracing
Means of legally protecting unique features

Signal of quality level to satisfied customers

Means of endowing products with unique associations
Source of competitive advantage

Source of financial returns
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Brands can also play a significant role in signaling certain product characteristics to con-
sumers. Researchers have classified products and their associated attributes or benefits into three
major categories: search goods, experience goods, and credence goods.'!

* For search goods like grocery produce, consumers can evaluate product attributes like stur-
diness, size, color, style, design, weight, and ingredient composition by visual inspection.

* For experience goods like automobile tires, consumers cannot assess product attributes like
durability, service quality, safety, and ease of handling or use so easily by inspection, and
actual product trial and experience is necessary.

* For credence goods like insurance coverage, consumers may rarely learn product attributes.

Given the difficulty of assessing and interpreting product attributes and benefits for expe-
rience and credence goods, brands may be particularly important signals of quality and other
characteristics to consumers for these types of products.'?

Brands can reduce the risks in product decisions. Consumers may perceive many different
types of risks in buying and consuming a product:'?

* Functional risk: The product does not perform up to expectations.

* Physical risk: The product poses a threat to the physical well-being or health of the user or
others.

* Financial risk: The product is not worth the price paid.

* Social risk: The product results in embarrassment from others.

* Psychological risk: The product affects the mental well-being of the user.

» Time risk: The failure of the product results in an opportunity cost of finding another satis-
factory product.

Consumers can certainly handle these risks in a number of ways, but one way is obviously
to buy well-known brands, especially those with which consumers have had favorable past ex-
periences. Thus, brands can be a very important risk-handling device, especially in business-to-
business settings where risks can sometimes have quite profound implications.

In summary, to consumers, the special meaning that brands take on can change their percep-
tions and experiences with a product. The identical product may be evaluated differently depend-
ing on the brand identification or attribution it carries. Brands take on unique, personal meanings
to consumers that facilitate their day-to-day activities and enrich their lives. As consumers’ lives
become more complicated, rushed, and time starved, the ability of a brand to simplify decision
making and reduce risk is invaluable.

Firms

Brands also provide a number of valuable functions to their firms.'* Fundamentally, they serve
an identification purpose, to simplify product handling or tracing. Operationally, brands help or-
ganize inventory and accounting records. A brand also offers the firm legal protection for unique
features or aspects of the product. A brand can retain intellectual property rights, giving legal
title to the brand owner.'> The brand name can be protected through registered trademarks; man-
ufacturing processes can be protected through patents; and packaging can be protected through
copyrights and designs. These intellectual property rights ensure that the firm can safely invest
in the brand and reap the benefits of a valuable asset.

We’ve seen that these investments in the brand can endow a product with unique associa-
tions and meanings that differentiate it from other products. Brands can signal a certain level of
quality so that satisfied buyers can easily choose the product again.'® This brand loyalty pro-
vides predictability and security of demand for the firm and creates barriers of entry that make it
difficult for other firms to enter the market.

Although manufacturing processes and product designs may be easily duplicated, lasting
impressions in the minds of individuals and organizations from years of marketing activity and
product experience may not be so easily reproduced. One advantage that brands such as Colgate
toothpaste, Cheerios cereal, and Levi’s jeans have is that consumers have literally grown up with
them. In this sense, branding can be seen as a powerful means to secure a competitive advantage.

In short, to firms, brands represent enormously valuable pieces of legal property, capable of
influencing consumer behavior, being bought and sold, and providing the security of sustained
future revenues.!” For these reasons, huge sums, often representing large multiples of a brand’s
earnings, have been paid for brands in mergers or acquisitions, starting with the boom years of

35
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FIGURE 1-4

Brand Value as a
Percentage of Market
Capitalization (2010)
Sources: Based on
Interbrand. “Best Global
Brands 2010.” Yahoo!
Finance, February, 2011.

Brand Brand Value ($MM) Market Cap ($MM) % of Market Cap
Coca-Cola 70,452 146,730 48%
IBM 64,727 200,290 32%
Microsoft 60,895 226,530 27%
Google 43,557 199,690 22%
General Electric 42,808 228,250 19%
McDonald's 33,578 80,450 42%
Intel 32,015 119,130 27%
Nokia 29,495 33,640 88%
Disney 28,731 81,590 35%
Hewlett-Packard 26,867 105,120 26%

the mid-1980s. The merger and acquisition frenzy during this time led Wall Street financiers to
seek out undervalued companies from which to make investment or takeover profits. One of the
primary undervalued assets of such firms was their brands, given that they were off-balance-sheet
items. Implicit in Wall Street’s interest was a belief that strong brands result in better earnings
and profit performance for firms, which, in turn, creates greater value for shareholders.

The price premium paid for many companies is clearly justified by the opportunity to earn
and sustain extra profits from their brands, as well as by the tremendous difficulty and expense
of creating similar brands from scratch. For a typical fast-moving consumer goods company,
net tangible assets may be as little as 10 percent of the total value (see Figure 1-4). Most of the
value lies in intangible assets and goodwill, and as much as 70 percent of intangible assets can
be supplied by brands.

Brands clearly provide important benefits to both consumers and firms. An obvious question,
then, is, how are brands created? How do you “brand” a product? Although firms provide the
impetus for brand creation through their marketing programs and other activities, ultimately a
brand is something that resides in the minds of consumers. A brand is a perceptual entity rooted
in reality, but it is more than that—it reflects the perceptions and perhaps even the idiosyncrasies
of consumers.

To brand a product it is necessary to teach consumers “who” the product is—by giving it a name
and using other brand elements to help identify it—as well as what the product does and why con-
sumers should care. In other words, marketers must give consumers a label for the product (“here’s
how you can identify the product”) and provide meaning for the brand (‘“here’s what this particular
product can do for you, and why it’s special and different from other brand name products”).

Branding creates mental structures and helps consumers organize their knowledge about
products and services in a way that clarifies their decision making and, in the process, provides
value to the firm. The key to branding is that consumers perceive differences among brands in
a product category. These differences can be related to attributes or benefits of the product or
service itself, or they may be related to more intangible image considerations.

Whenever and wherever consumers are deciding between alternatives, brands can play an
important decision-making role. Accordingly, marketers can benefit from branding whenever
consumers are in a choice situation. Given the myriad choices consumers make each and
every day—commercial and otherwise—it is no surprise how pervasive branding has become.
Consider these two very diverse applications of branding:'®

1. Bonnaroo Music and Arts Festival (Bonnaroo means “good times” in Creole), a 100-band
jamboree with an eclectic mix of A-list musical stars, has been the top-grossing music
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festival in North America for years. Multiple revenue sources are generated through ticket
sales (from $250 general admission to $18,500 luxury packages), 16 profit centers on-site
(from concessions and merchandise to paid showers), licensing, media deals, and the Web.
With all its success, festival organizers are exploring expanding the brand’s “curatorial
voice” to nonfestival settings such as television programming and mobile phone apps.

2. Halloween night in Madison, Wisconsin, home of the University of Wisconsin—Madison, had
become frightening—Iliterally—for local businesses due to out-of-control partying. As one par-
ticipant put it, “The main objective on Halloween in Madison was not to get blackout drunk . . .
it was to incite enough of a ruckus that riot police had to show up on horseback with tear gas and
pepper spray.” The success of that strategy was evident in 2005 when more than 450 people were
arrested and $350,000 was spent by the town government on enforcement. The next year, the
mayor of Madison tried a marketing solution instead. He branded the event “Freakfest,” install-
ing floodlights in a gated stretch of a main street and providing concert entertainment for 50,000
partygoers. The number of arrests and the amount of vandalism were dramatically lower. One
town official observed, “Since we rebranded the event, it’s become something we are proud of.”

As another example, Branding Brief 1-2 considers how even one-time commodities have
been branded.

We can recognize the universality of branding by looking at some different product appli-
cations in the categories we defined previously—physical goods, services, retail stores, online
businesses, people, organizations, places, and ideas. For each of these different types of prod-
ucts, we will review some basic considerations and look at examples. (We consider some of
these special cases in more detail in Chapter 15.)

Physical Goods

Physical goods are what are traditionally associated with brands and include many of the best-
known and highly regarded consumer products, like Mercedes-Benz, Nescafé, and Sony. More
and more companies selling industrial products or durable goods to other companies are recog-
nizing the benefits of developing strong brands. Brands have begun to emerge among certain
types of physical goods that never supported brands before. Let us consider the role of branding
in industrial “business-to-business” products and technologically intensive “high-tech” products.

Business-to-business products. The business-to-business (B2B) market makes up a huge
percentage of the global economy. Some of the world’s most accomplished and respected brands
belong to business marketers, such as ABB, Caterpillar, DuPont, FedEx, GE, Hewlett-Packard,
IBM, Intel, Microsoft, Oracle, SAP, and Siemens.

Business-to-business branding creates a positive image and reputation for the company as
a whole. Creating such goodwill with business customers is thought to lead to greater selling

Bonnaroo Music and
Arts Festival has
become a strong brand
by creating a unique
musical experience with
broad appeal.

Source: ZUMA Press/
Newscom
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Branding Commodities

A commodlity is a product so basic that it cannot be physi-
cally differentiated from competitors in the minds of consum-
ers. Over the years, a number of products that at one time
were seen as essentially commodities have become highly dif-
ferentiated as strong brands have emerged in the category.
Some notable examples are coffee (Maxwell House), bath soap
(Ivory), flour (Gold Medal), beer (Budweiser), salt (Morton), oat-
meal (Quaker), pickles (Vlasic), bananas (Chiquita), chickens
(Perdue), pineapples (Dole), and even water (Perrier).

These products became branded in various ways. The key
success factor in each case, however, was that consumers be-
came convinced that all the product offerings in the category
were not the same and that meaningful differences existed. In
some instances, such as with produce, marketers convinced
consumers that a product was not a commodity and could ac-
tually vary appreciably in quality. In these cases, the brand was
seen as ensuring uniformly high quality in the product category
on which consumers could depend. In other cases, like Perrier
bottled mineral water, because product differences were virtu-
ally nonexistent, brands have been created by image or other
non-product-related considerations.

One of the best examples of branding a commodity in

“A Diamond Is Forever” as the tagline in its ongoing ad cam-
paign in 1948. The diamond supplier, which was founded in
1888 and sells about 60 percent of the world’s rough dia-
monds, wanted to attach more emotion and symbolic meaning
to the purchase of diamond jewelry. “A Diamond Is Forever”
became one of the most recognized slogans in advertising and
helped fuel a diamond jewelry industry that's now worth nearly
$25 billion per year in the United States alone.

After years of successful campaigns that helped generate
buzz for the overall diamond industry, De Beers began to fo-
cus on its proprietary brands. Its 2009 campaign highlighted its
new Everlon line. Partly in reaction to the recession, De Beers’s
marketing also began to focus on the long-term value and stay-
ing power of diamonds; new campaigns included the slogans
"Fewer Better Things” and “Here Today, Here Tomorrow.”

Sources: Theodore Levitt, “Marketing Success Through Differentiation—
of Anything,” Harvard Business Review (January—February 1980): 83-91;
Sandra O’Loughlin, “Sparkler on the Other Hand,” Brandweek, 19 April
2004; Blythe Yee, “Ads Remind Women They Have Tiwvo Hands,” Wall
Street Journal, 14 August 2003; Lauren Weber, “De Beers to Open First
U.S. Retail Store,” Newsday, 22 June 2005; “De Beers Will Double Ad

this fashion is diamonds. De Beers Group added the phrase ~ Spending” MediaPost, 17 November 2008.

opportunities and more profitable relationships. A strong brand can provide valuable reassur-
ance and clarity to business customers who may be putting their company’s fate—and perhaps
their own careers!—on the line. A strong business-to-business brand can thus provide a strong
competitive advantage.

Some B2B firms, however, carry the attitude that purchasers of their products are so well-
informed and professional that brands don’t matter. Savvy business marketers reject that rea-
soning and are recognizing the importance of their brand and how they must execute well in a
number of areas to gain marketplace success.

Boeing, which makes everything from commercial airplanes to satellites, implemented the
“One Firm” brand strategy to unify all its different operations with a one-brand culture. The
strategy was based in part on a “triple helix” representation: 1) Enterprising Spirit (why Boeing
does what it does), 2) Precision Performance (how Boeing gets things done), and 3) Defining the
Future (what Boeing achieves as a firm).!” The Science of Branding 1-1 describes some particu-
larly important guidelines for business-to-business branding. Here is how Infosys approaches
brand differentiation to persuade businesses to select it as their partner of choice.

INFOSYS

Infosys is an Indian IT services company that exploited the outsourcing trend of companies to outsource
its IT functions to specialist providers. It increased its drive-up sales from $100 million in 1999 to over
$2 billion by 2006. Over a 25-year period, 93 percent of Infosys’s projects were delivered on time and on
budget, against an industry average of 30 percent. Having taken 23 years to achieve the first $1 billion
sales, it took just 23 months to reach $2 billion in sales.

Once it achieved $2 billion in sales, Infosys rebranded itself to other businesses as a company that
could help them improve their business models. By selling itself as a business process transformation
partner rather than just an outsourcing firm, Infosys successfully differentiated itself from the competi-
tion. It communicated the change in strategy to 50,000 of its employees and then formally launched it to
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targeted businesses, communicating to C level employees, business line managers, sourcing executives, and
IT staff members. The Infosys “think flat” campaign proposed that Infosys could enable clients to shift from:

e Managing information to making money from it;

e Achieving customer satisfaction to creating customer loyalty;

e Withstanding turbulence to getting ahead during industry cycles; and
e Growing passively to driving growth by becoming global producers.

Infosys’s sales rose from $2 billion to $3 billion in just 12 months. Infosys became the first Indian
company to be added to a major global index when it joined the NASDAQ-100 in December 2006.

Infosys announced its March 2013 revenue forecast at approximately $7.5 billion. It continues to
evolve the brand to appeal to more businesses as a reliable and effective partner.2®

High-tech Products. Many technology companies have struggled with branding. Managed
by technologists, these firms often lack any kind of brand strategy and sometimes see branding
as simply naming their products. In many of their markets, however, financial success is no lon-
ger driven by product innovation alone, or by the latest and greatest product specifications and
features. Marketing skills are playing an increasingly important role in the adoption and success
of high-tech products.

CREATIVE TECHNOLOGY

Famous for its Sound Blaster series of PC soundcards that became the gold standard for Windows-based
multimedia PCs in the 1990s, Creative Technology and its subsidiary ZiiLABS announced the launch of the
Creative HanZpad tablet computer in February 2012.

What sets Creative apart from other tablet manufacturers is that the HanZpad has Chinese language
content developed specifically for it, including textbooks for mathematics, science, and other subjects. Sim
Wong Hoo, CEO of Creative Technology believes that it is this that will give them the competitive advan-
tage over competitors such as Apple that do not have Chinese content.

For a start, Creative is targeting China’s vast education market. Instead of going it alone, it has formed
the HanZpad Alliance, a collaborative network of more than 20 Chinese and Taiwanese companies that
manufacture, market, and distribute the new product. This alliance allows Creative to tap into its partners’
local knowledge and competencies to provide fully integrated solutions and supply chain management for
the design, development, and marketing of tablet computers based on the HanZpad platform. To create
awareness and establish its presence in the education segment, Creative is also working with a number of
Chinese schools in a Creative-led e-learning pilot project with HanZpad tablets. CEO Sim’s dream is that
every single Chinese student will be able to use a HanZpad for his or her education.?’

Creative Technologies aims to tap into the Chinese market by creating Chinese
language content for their tablet - HanZpad.

Source: Mihai Simonia/Fotolia.com
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Because business-to-business purchase decisions are com-
plex and often high risk, branding plays an important role in
B2B markets. Six specific guidelines—developed in greater
detail in later chapters—can be defined for marketers of B2B
brands.

1. Ensure the entire organization understands and
supports branding and brand management.
Employees at all levels and in all departments must have a
complete, up-to-date understanding of the vision for the
brand and their role in supporting it. A particularly crucial
area is the sales force; personal selling is often the profit
driver of a business-to-business organization. The sales
force must be properly aligned so that the department
can more effectively leverage and reinforce the brand
promise. If branding is done right, the sales force can en-
sure that target customers recognize the brand’s benefits
sufficiently to pay a price commensurate with the brand’s
potential value.

2. Adopt a corporate branding strategy if possible and
create a well-defined brand hierarchy. Because of the
breadth and complexity of the product or service mix,
companies selling business-to-business are more likely to
emphasize corporate brands (such as Hewlett-Packard,
ABB, or BASF). Ideally, they will also create straightfor-
ward sub-brands that combine the corporate brand name
with descriptive product modifiers, such as with EMC or
GE. If a company has a distinctive line of business, how-
ever, a more clearly differentiated sub-brand may need
to be developed, like Praxair's Medipure brand of medi-
cal oxygen, DuPont’s Teflon coating, and Intel’s Centrino
mobile technology.

3. Frame value perceptions. Given the highly competitive
nature of business-to-business markets, marketers must
ensure that customers fully appreciate how their offerings
are different. Framing occurs when customers are given a
perspective or point of view that allows the brand to “put
its best foot forward.” Framing can be as simple as mak-
ing sure customers realize all the benefits or cost savings
offered by the brand, or becoming more active in shaping
how customers view the economics of purchasing, own-
ing, using and disposing of the brand in a different way.
Framing requires understanding how customers currently
think of brands and choose among products and services,
and then determining how they should ideally think and
choose.

4. Link relevant non-product-related brand associations.
In a business-to-business setting, a brand may be differen-
tiated on the basis of factors beyond product performance,
such as having superior customer service or well-respected
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customers or clients. Other relevant brand imagery might
relate to the size or type of firm. For example, Microsoft
and Oracle might be seen as “aggressive” companies,
whereas 3M and Apple might be seen as “innovative.” Im-
agery may also be a function of the other organizations to
which the firm sells. For example, customers may believe
that a company with many customers is established and a
market leader.

5. Find relevant emotional associations for the brand.
B2B marketers too often overlook the power of emo-
tions in their branding. Emotional associations related
to a sense of security, social or peer approval, and self-
respect can also be linked to the brand and serve as key
sources of brand equity. That is, reducing risk to improve
customers’ sense of security can be a powerful driver of
many decisions and thus an important source of brand
equity; being seen as someone who works with other
top firms may inspire peer approval and personal recog-
nition within the organization; and, beyond respect and
admiration from others, a business decision-maker may
just feel more satisfied by working with top organiza-
tions and brands.

6. Segment customers carefully both within and across
companies. Finally, in a business-to-business setting, dif-
ferent customer segments may exist both within and across
organizations. Within organizations, different people may
assume the various roles in the purchase decision process:
Initiator, user, influencer, decider, approver, buyer and gate-
keeper. Across organizations, businesses can vary according
to industry and company size, technologies used and other
capabilities, purchasing policies, and even risk and loyalty
profiles. Brand building must take these different segmen-
tation perspectives in mind in building tailored marketing
programs.

Sources: James C. Anderson and James A. Narus, Business Mar-
ket Management: Understanding, Creating, and Delivering Value,
3rd ed. (Upper Saddle River, NJ: Prentice Hall, 2009); Kevin Lane
Keller and Frederick E. Webster, Jr., “A Roadmap for Branding
in Industrial Markets,” Journal of Brand Management, 11 (May
2004): 388-40; Philip Kotler and Waldemar Pfoertsch, B2B Brand
Management (Berlin-Heidelberg, Germany: Springer, 2006); Kevin
Lane Keller, “Building a Strong Business-to-Business Brand,” in
Business-to-Business Brand Management: Theory, Research, and
Executive Case Study Exercises, in Advances in Business Market-
ing & Purchasing series, Volume 15, ed. Arch Woodside (Bingley,
UK: Emerald Group Publishing Limited, 2009), 11-31; Kevin
Lane Keller and Philip Kotler, “Branding in Business-to-Business
Firms,” in Business to Business Marketing Handbook, eds. Gary
L. Lilien and Rajdeep Grewal (Northampton, MA: Edward Elgar
Publishing, 2012).
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The speed and brevity of technology product life cycles create unique branding challenges.

Trust is critical, and customers often buy into companies as much as products. Marketing bud-
gets may be small, although high-tech firms’ adoption of classic consumer marketing techniques
has increased expenditures on marketing communications. The Science of Branding 1-2 pro-
vides a set of guidelines for marketing managers at high-tech companies.

M arketers operating in technologically intensive markets
face a number of unique challenges. Here are 10 guidelines
that managers for high-tech companies can use to improve
their company’s brand strategy.

1.

It is important to have a brand strategy that provides
a roadmap for the future. Technology companies too
often rely on the faulty assumption that the best product
based on the best technology will sell itself. As the market
failure of the Sony Betamax illustrates, the company with
the best technology does not always win.

Understand your brand hierarchy and manage it ap-
propriately over time. A strong corporate brand is vital
in the technology industry to provide stability and help
establish a presence on Wall Street. Since product innova-
tions provide the growth drivers for technology companies,
however, brand equity is sometimes built in the product
name to the detriment of corporate brand equity.

Know who your customer is and build an appropriate
brand strategy. Many technology companies understand
that when corporate customers purchase business-to-
business products or services, they are typically committing
to a long-term relationship. For this reason, it is advisable
for technology companies to establish a strong corporate
brand that will endure over time.

Realize that building brand equity and selling products
are two different exercises. Too often, the emphasis on
developing products leads to an overemphasis on branding
them. When a company applies distinct brand names to too
many products in rapid succession, the brand portfolio be-
comes cluttered and consumers may lose perspective on the
brand hierarchy. Rather than branding each new innovation
separately, a better approach is to plan for future innovations
by developing an extendable branding strategy.

Brands are owned by customers, not engineers. In
many high-tech firms, CEOs work their way up the lad-
der through the engineering divisions. Although engineers
have an intimate knowledge of products and technology,
they may lack the big-picture brand view. Compounding
this problem is the fact that technology companies typically
spend less on consumer research compared with other
types of companies. As a result of these factors, tech com-
panies often do not invest in building strong brands.

Brand strategies need to account for the attributes
of the CEO and adjust accordingly. Many of the world’s
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top technology companies have highly visible CEOs, es-
pecially compared with other industries. Some notable
high-tech CEOs with prominent public personas include
Oracle’s Larry Ellison, Cisco’s John Chambers, Dell's Michael
Dell, and (until 2011), Apple’s Steve Jobs. In each case, the
CEO's identity and persona are inextricably woven into the
fabric of the brand.

7. Brand building on a small budget necessitates lever-
aging every possible positive association. Technology
companies typically prioritize their marketing mix as fol-
lows (in order from most important to least important):
industry analyst relations, public relations, trade shows,
seminars, direct mail, and advertising. Often, direct mail
and advertising are discretionary items in a company’s
marketing budget and may in fact receive no outlay.

8. Technology categories are created by customers and
external forces, not by companies themselves. In their
quest for product differentiation, new technology compa-
nies have a tendency to reinvent the wheel and claim they
have created a new category. Yet only two groups can truly
create categories: analysts and customers. For this reason,
it is important for technology companies to manage their
relationships with analysts in order to attract consumers.

9. The rapidly changing environment demands that you
stay in tune with your internal and external environ-
ment. The rapid pace of innovation in the technology sector
dictates that marketers closely observe the market condi-
tions in which their brands do business. Trends in brand
strategy change almost as rapidly as the technology.

10. Invest the time to understand the technology and
value proposition and do not be afraid to ask ques-
tions. It is important for technology marketers to ask ques-
tions in order to educate themselves and build credibility with
the company’s engineering corps and with customers. To
build trust among engineers and customers, marketers must
strive to learn as much as they can about the technology.

Sources: Patrick Tickle, Kevin Lane Keller, and Keith Richey, “Brand-
ing in High-Technology Markets,” Market Leader 22 (Autumn 2003):
21-26; Jakki Mohr, Sanjit Sengupta, and Stanley Slater, Marketing
of High-Technology Products and Innovations, 3rd ed. (Upper Sad-
dle River, NJ: Pearson Prentice Hall, 2010); Eloise Coupey, Digital
Business: Concepts and Strategies, 2nd ed. (Upper Saddle River, NJ:
Pearson Prentice Hall, 2005).
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For a service firm like
Mayflower, dependable,
high-quality service is
critical.

Source: Mayflower
Transit, LLC

Services

Although strong service brands like American Express, British Airways, Ritz-Carlton, Merrill
Lynch, and Federal Express have existed for years, the pervasiveness of service branding and its
sophistication have accelerated in the past decade.

Role of Branding with Services. One of the challenges in marketing services is that they are
less tangible than products and more likely to vary in quality, depending on the particular person
or people providing them. For that reason, branding can be particularly important to service
firms as a way to address intangibility and variability problems. Brand symbols may also be es-
pecially important, because they help make the abstract nature of services more concrete. Brands
can help identify and provide meaning to the different services provided by a firm. For example,
branding has become especially important in financial services to help organize and label the
myriad new offerings in a manner that consumers can understand.

Branding a service can also be an effective way to signal to consumers that the firm has
designed a particular service offering that is special and deserving of its name. For example,
British Airways not only brands its premium business class service as “Club World”; it also
brands its regular coach service as “World Traveler,” a clever way to communicate to the air-
line’s regular passengers that they are also special in some way and that their patronage is not
taken for granted. Branding has clearly become a competitive weapon for services.

Professional Services. Professional services firm such as Accenture (consulting),
Goldman Sachs (investment banking), Ernst & Young (accounting), and Baker Botts (law)
offer specialized expertise and support to other businesses and organizations. Professional
services branding is an interesting combination of B2B branding and traditional consumer
services branding.

Corporate credibility is key in terms of expertise, trustworthiness, and likability. Variability
is more of an issue with professional services because it is harder to standardize the services of a
consulting firm than those of a typical consumer services firm (like Mayflower movers or Orkin
pest control). Long-term relationships are crucial too; losing one customer can be disastrous if it
is a big enough account.

One big difference in professional services is that individual employees have a lot more
of their own equity in the firm and are often brands in their own right! The challenge is there-
fore to ensure that their words and actions help build the corporate brand and not just their
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own. Ensuring that the organization retain at least some of the equity that employees (especially
senior ones) build is thus crucial in case any of them leave.

Referrals and testimonials can be powerful when the services offered are highly intangible
and subjective. Emotions also play a big role in terms of sense of security and social approval.
Switching costs can be significant and pose barriers to entry for competitors, but clients do have
the opportunity to bargain and will often do so to acquire more customized solutions.

Retailers and Distributors

To retailers and other channel members distributing products, brands provide a number of im-
portant functions. Brands can generate consumer interest, patronage, and loyalty in a store, as
consumers learn to expect certain brands and products. To the extent “you are what you sell,”
brands help retailers create an image and establish positioning. Retailers can also create their
own brand image by attaching unique associations to the quality of their service, their product
assortment and merchandising, and their pricing and credit policy. Finally, the appeal and at-
traction of brands, whether manufacturers’ brands or the retailers’ own brands, can yield higher
price margins, increased sales volumes, and greater profits.

Retailers can introduce their own brands by using their store name, creating new names, or
some combination of the two. Many distributors, especially in Europe, have actually introduced
their own brands, which they sell in addition to—or sometimes even instead of—manufacturers’
brands. Products bearing these store brands or private label brands offer another way for retailers
to increase customer loyalty and generate higher margins and profits.

By mid-July 2009, private labels accounted for 17 percent of grocery purchases in food,
drug, and mass merchandisers in North America.?? In Britain, five or six grocery chains selling
their own brands account for roughly half the country’s food and packaged-goods sales, led by
Sainsbury and Tesco. Another top British retailer, Marks & Spencer, sells only its own-brand
goods, under the label of St. Michael. Several U.S. retailers also emphasize their own brands.
(Chapter 5 considers store brands and private labels in greater detail.)

The Internet has transformed retailing in recent years as retailers have adopted a “bricks
and clicks” approach to their business or, in many cases, become pure-play online retailers,
operating only on the Web. Regardless of the exact form, to be competitive online, many
retailers have had to improve their online service by making customer service agents avail-
able in real time, shipping products promptly, providing tracking updates, and adopting liberal
return policies.

Online Products and Services

Some of the strongest brands in recent years have been born online. Google, Facebook, and
Twitter are three notable examples. That wasn’t always the case. At the onset of the Internet,
many online marketers made serious—and sometimes fatal—mistakes. Some oversimplified
the branding process, equating flashy or unusual advertising with building a brand. Although
such marketing efforts sometimes caught consumers’ attention, more often than not they
failed to create awareness of what products or services the brand represented, why those
products or services were unique or different, and most important, why consumers should
visit their Web site.

Online marketers now realize the realities of brand building. First, as for any brand, it is
critical to create unique aspects of the brand on some dimension that is important to consumers,
such as convenience, price, or variety. At the same time, the brand needs to perform satisfac-
torily in other areas, such as customer service, credibility, and personality. For instance, cus-
tomers increasingly began to demand higher levels of service both during and after their Web
site visits.

Successful online brands have been well positioned and have found unique ways to satisfy
consumers’ unmet needs. By offering unique features and services to consumers, the best online
brands are able to avoid extensive advertising or lavish marketing campaigns, relying more on
word-of-mouth and publicity.

e Hulu enables consumers to watch videos of their past and present favorite TV programs at
their own convenience.
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e Pandora allows customers to customize online radio stations with bands and genres they
enjoy, while learning about other music they might also like.

* Online encyclopedia Wikipedia provides consumers with extensive, constantly updated,
user-generated information about practically everything.

Google is perhaps the classic example of how to build a successful online brand.

GOOGLE

Founded in 1998 by two Stanford University Ph.D. students, Google takes its name from a play on the
word googol—the number 1 followed by 100 zeroes—a reference to the huge amount of data online.
Google’s stated mission is “To organize the world’s information and make it universally accessible and
useful.” The company has become the market leader in the search engine industry through its business
focus and constant innovation. Its home page focuses on searches but also allows users to employ many
other Google services. By focusing on plain text, avoiding pop-up ads, and using sophisticated search algo-
rithms, Google provides fast and reliable service. Google’s revenue traditionally was driven by search ads,
text-based boxes that advertisers pay for only when users click on them. Increasingly, Google is seeking
additional sources of revenue from new services and acquisitions.?3

Google’s classic application of branding principles has helped
to make it an industry powerhouse.

Source: TassPhotos/Newscom

Online brands also learned the importance of off-line activities to draw customers to Web
sites. Home page Web addresses, or URLs, began to appear on all collateral and marketing mate-
rial. Partnerships became critical as online brands developed networks of online partners and links.
They also began to target specific customer groups—often geographically widely dispersed—for
which the brand could offer unique value propositions. As we will describe more in Chapter 6,
Web site designs have finally begun to maximize the benefits of interactivity, customization, and
timeliness and the advantages of being able to inform, persuade, and sell all at the same time.



CHAPTER 1 « BRANDS AND BRAND MANAGEMENT

People and Organizations

When the product category is people or organizations, the naming aspect of branding, at least,
is generally straightforward. These often have well-defined images that are easily understood
and liked (or disliked) by others. That’s particularly true for public figures such as politicians,
entertainers, and professional athletes. All these compete in some sense for public approval and
acceptance, and all benefit from conveying a strong and desirable image.

NIGELLA LAWSON

Nigella Lawson is not a typical celebrity chef. She has no formal training, has never operated a restau-
rant, and is self-admittedly lazy. In fact, her first cookbook opens with the warning that she isn't a chef,
she has never been trained as one, and her only license comes from a love of eating. Yet Lawson has
been able to transform characteristics otherwise regarded as limitations into a brand spanning a series
of award-winning books, a string of popular BBC television series, a cookware line, and even an iPhone
app. Lawson’s connection with consumers stems from sharing their frustrations and anxieties about
cooking. A former food critic, Lawson was inspired to write her first book when she witnessed the host
of a dinner party bursting into tears over a spoiled créeme caramel. Instead of challenging her fans to
create ever more complicated recipes, Lawson strives to offer pragmatic but tasty recipes that reduce
rather than add stress. Whether deliberate or not, her perceived sense of empathy with the common
cook has earned her a loyal following.*

- = sy -l LD 2 - B e T
Nigella Lawson connects with consumers by empathizing with the common cook.
Her books offer simple but tasty recipes that reduce stress rather than add to it.

Source: AlamyCelebrity/Alamy

That’s not to say that only the well-known or famous can be thought of as a brand.
Certainly, one key for a successful career in almost any area is that co-workers, superiors,
or even important people outside your company or organization know who you are and rec-
ognize your skills, talents, attitude, and so forth. By building up a name and reputation in a
business context, you are essentially creating your own brand.?> The right awareness and im-
age can be invaluable in shaping the way people treat you and interpret your words, actions,
and deeds.?®

Similarly, organizations often take on meanings through their programs, activities, and
products. Nonprofit organizations such as the Sierra Club, the American Red Cross, and
Amnesty International have increasingly emphasized marketing. The children’s advocate non-
profit UNICEEF has initiated a number of marketing activities and programs through the years.
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UNICEF

UNICEF launched its “Tap Project” campaign in 2007, which asked diners to pay $1 for a glass of New
York City tap water in restaurants, with the funds going to support the organization’s clean water pro-
grams. That was the first time UNICEF had run a consumer campaign in over 50 years. The UNICEF logo
was featured on the Barcelona soccer team’s jersey from 2006 to 2011 under an arrangement in which
the team donated $2 million annually to the organization. UNICEF launched another consumer campaign
in the UK in February 2010. This five-year “Put it Right” campaign features celebrity ambassadors for the
organization and aims to protect the rights of children. One of UNICEF's most successful corporate rela-
tionships has been with IKEA. The partnership, which also emphasizes children’s rights, was established
in 2000 and encompasses direct donations from IKEA and an annual toy campaign, the sales from which
directly benefit UNICEF programs.?’

Nonprofit organizations like UNICEF need strong brands and modern marketing
practices to help them fundraise and satisfy their organizational goals and mission.
Source: Picture Contact BV/Alamy

Sports, Arts, and Entertainment

A special case of marketing people and organizations as brands exists in the sports, arts, and
entertainment industries. Sports marketing has become highly sophisticated in recent years, em-
ploying traditional packaged-goods techniques. No longer content to allow win—loss records to
dictate attendance levels and financial fortunes, many sports teams are marketing themselves
through a creative combination of advertising, promotions, sponsorship, direct mail, digital,
and other forms of communication. By building awareness, image, and loyalty, these sports
franchises are able to meet ticket sales targets regardless of what their team’s actual performance
might turn out to be. Brand symbols and logos in particular have become an important financial
contributor to professional sports through licensing agreements.

Branding plays an especially valuable function in the arts and entertainment industries that
bring us movies, television, music, and books. These offerings are good examples of experience
goods: prospective buyers cannot judge quality by inspection and must use cues such as the
particular people involved, the concept or rationale behind the project, and word-of-mouth and
critical reviews.

Think of a movie as a product whose “ingredients” are the plot, actors, and director.?®
Certain movie franchises such as Spider Man, James Bond, and Twilight have established
themselves as strong brands by combining all these ingredients into a formula that appeals
to consumers and allows the studios to release sequels (essentially brand extensions) that
rely on the title’s initial popularity. For years, some of the most valuable movie franchises
have featured recurring characters or ongoing stories, and many successful recent films have
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been sequels. Their success is due to the fact that moviegoers know from the title and the
actors, producers, directors, and other contributors that they can expect a certain experience—
a classic application of branding.

HARRY POTTER

With its ability to transcend its original format—books—the Harry Potter film series has been likened to
the Star Wars franchise. All seven of the popular novels have been turned into blockbuster movies, gener-
ating over $7.7 billion worldwide by the end of 2011. In the first year it launched Harry Potter toys, Mattel
saw $160 million in sales. And in 2010, Universal Studios opened a Florida theme park based on the Harry
Potter stories. The Harry Potter empire has been praised for its attention to core marketing techniques—a
good product, emotional involvement of its consumers, word-of-mouth promotion, “tease” marketing,
and brand consistency. Several estimates have pegged the Harry Potter brand to be worth $15 billion,
which, beyond the movies and the books, included more than $1 billion in DVD sales, nearly $12 million in
licensing, and $13 million in music sales related to the films.2°

IT ALL ENDS
JULY 15

Few brands have generated as much worldwide consumer
loyalty—and profits—as Harry Potter.
Source: WARNER BROS. PICTURES/Album/Newscom

A strong brand is valuable in the entertainment industry because of the fervent feelings that
names generate as a result of pleasurable past experiences. A new album release from Neil Finn
would probably not cause much of a ripple in the marketplace, even if it were marketed as com-
ing from a founding member of the band Crowded House. If it were to actually be released and
marketed under the Crowded House name, however, greater media attention and higher sales
would be virtually guaranteed.
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Place Branding

Branding is not limited to vacation destinations. Countries,
states, and cities large and small are beginning to brand their
respective images as they try to draw visitors or encourage relo-
cation. Some notable early examples of place branding include
“Virginia Is for Lovers” and “Shrimp on the Barbie” (Australia).
Now virtually every physical location, area, or region considers
place branding. More recent examples include Santa Rosa’s
new slogan “Place of Plenty” and the “Cleveland Plus” cam-
paign. The San Diego Convention and Visitors Bureau ran an
integrated campaign, titled “Happy Happens,” in 2009.

Las Vegas ran its hugely successful “What Happens Here,
Stays Here” campaign beginning in 2003. The ads were meant
to sell Las Vegas as an experience. In 2008, the city took a differ-
ent route, selling Vegas differently and in more practical terms in
light of the economy. The “What Happens Here” ads returned in
2009, however, when marketing research showed that consum-

Branding countries to increase appeal to tourists is also
a growing phenomenon. Some recent success stories include
Spain’s use of a logo designed by Spanish artist Joan Mir6, the
“Incredible India” campaign, and New Zealand’s marketing
of itself in relation to the Lord of the Rings movie franchise.
Some other tourist slogans include “No Artificial Ingredients”
for Costa Rica and “Mother Nature's Best-Kept Secret” for Be-
lize. Future Brand, a brand consultancy and research company,
ranks countries on the strengths of their respective brands. In
2010, it deemed the top five country brands to be Canada,
Australia, New Zealand, the United States, and Switzerland.

Sources: Roger Yu, “Cities Use Destination Branding to Lure Tour-
ists,” USA Today, 12 February 2010; Yana Polikarpov, “Visitors Bureau
Lures Tourists to ‘Happy’ San Diego,” Brandweek, 23 April 2009; Liz
Benston, “Will Vegas Advertising That Worked Before, Work Again?,”

Las Vegas Sun, 27 September 2009; Sean O’Neill, “Careful with Those
Tourist Slogans,” Budget Travel, 24 September 2009; John Cook,
“Packaging a Nation,” Travel + Leisure, January 2007.

ers missed them. In 2010, the Las Vegas Convention and Visi-
tors Authority had an $86 million advertising campaign budget,
larger than the city’s top competitors’ budgets combined.

Geographic Locations

Increased mobility of both people and businesses and growth in the tourism industry have con-
tributed to the rise of place marketing. Cities, states, regions, and countries are now actively
promoted through advertising, direct mail, and other communication tools. These campaigns
aim to create awareness and a favorable image of a location that will entice temporary visits or
permanent moves from individuals and businesses alike. Although the brand name is usually
preordained by the name of the location, there are a number of different considerations in build-
ing a place brand, some of which are considered in Branding Brief 1-3.

Ideas and Causes

Finally, numerous ideas and causes have been branded, especially by nonprofit organiza-
tions. They may be captured in a phrase or slogan and even be represented by a symbol,
such as AIDS ribbons. By making ideas and causes more visible and concrete, branding
can provide much value. As Chapter 11 describes, cause marketing increasingly relies on
sophisticated marketing practices to inform or persuade consumers about the issues sur-
rounding a cause.

WHAT ARE THE STRONGEST BRANDS?

It’s clear from these examples that virtually anything can be and has been branded. Which
brands are the strongest, that is, the best known or most highly regarded? Figure 1-5 reveals
Interbrand’s ranking of the world’s 25 most valuable brands in 2011 based on its brand valuation
methodology (see Chapter 10), as published in its annual “Best Global Brands” report.30

We can easily find some of the best-known brands by simply walking down a supermarket
aisle. It’s also easy to identify a number of other brands with amazing staying power that have
been market leaders in their categories for decades. According to research by marketing con-
sultant Jack Trout, in 25 popular product categories, 20 of the leading brands in 1923 were still
leading brands over 80 years later—only five have lost their leadership position.31
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2011 Brand 2011 Brand 2010 Brand 2011-2010 Country of
Rank Value Value Percent Ownership
Change
1 Coca-Cola 71,861 70,452 2% United States
2 IBM 69,905 64,727 8% United States
3 Microsoft 59,087 60,895 —-3% United States
4 Google 55,317 43,557 27% United States
5 GE 42,808 42,808 0% United States
6 McDonald's 35,593 33,578 6% United States
7 Intel 35,217 32,015 10% United States
8 Apple 33,492 21,143 58% United States
9 Disney 29,018 28,731 1% United States
10 Hewlett-Packard 28,479 26,867 6% United States
11 Toyota 27,764 26,192 6% Japan
12 Mercedes-Benz 27,445 25,179 9% Germany
13 Cisco 25,309 23,219 9% United States
14 Nokia 25,071 29,495 —-15% Finland
15 BMW 24,554 22,322 10% Germany
16 Gillette 23,997 23,298 3% United States
17 Samsung 23,430 19,491 20% South Korea
18 Louis Vuitton 23,172 21,860 6% France
19 Honda 19,431 18,506 5% Japan
20 Oracle 17,262 14,881 16% United States ~ FIGURE 1-5
21 HaM 16,459 16,136 2% Sweden e ands
22 Pepsi 14,590 14,061 4% United States Sources: Based on
23 American Express 14,572 13,944 5% United States Interbrand. “The 100
Most Valuable Global
24 SAP 14,542 12,756 14% Germany Brands 2011," pp. 17-43.
25  Nike 14,528 13,706 6% United States Interbrand. “Best Global

Brands 2010,” p. 14.

Similarly, many brands that were number one in the United Kingdom in 1933 remain strong
today: Hovis bread, Stork margarine, Kellogg’s Corn Flakes, Cadbury’s chocolates, Gillette ra-
zors, Schweppes mixers, Brooke Bond tea, Colgate toothpaste, and Hoover vacuum cleaners.
Many of these brands have evolved over the years, however, and made a number of changes.
Most of them barely resemble their original forms.

At the same time, some seemingly invincible brands, including Levi-Strauss, General
Motors, Montgomery Ward, Polaroid, and Xerox, have runinto difficulties and seen their mar-
ket preeminence challenged or even lost. Although some of these failures are related to factors
beyond the control of the firm, such as technological advances or shifting consumer pref-
erences, in other cases the blame could probably be placed on the action or inaction of
the marketers behind the brands. Some failed to account for changing market conditions
and continued to operate with a “business as usual” attitude or, perhaps even worse, rec-
ognized that changes were necessary but reacted inadequately or inappropriately. The
Science of Branding 1-3 provides some academic insights into factors affecting market
leadership.

The bottom line is that any brand—no matter how strong at one point in time—is vulnerable
and susceptible to poor brand management. The next section discusses why it is so difficult to
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THE SCIENCE OF BRANDING 1-3

Understanding Market Leadership

The extent of the enduring nature of market leader-
ship has been the source of much debate. According to
a study by Dartmouth’s Tuck School of Business Profes-
sor Peter Golder, leading brands are more likely to /ose their

leadership position over time than retain it. Golder evalu-
ated more than 650 products in 100 categories and
compared the category leaders from 1923 with the cat-
egory leaders in 1997 (see Figure 1-6). His study found that

Kawasaki
Five cent Life Savers Breath-Savers
mint candies Tic Tac
Certs
Peanut butter Beech-Nut Jif
Heinz Skippy
Peter Pan
Razors Gillette Gillette
Gem Bic
Ever ready Schick
Soft drinks Coca-Cola Coca-Cola
Cliquot Club Pepsi
Bevo Dr. Pepper/Cadbury
Coffee Arbuckle’s Yuban Folger’s
White House Maxwell House
Hotel Astor Hills Bros.
Laundry soap Fels Naptha Tide
Octagon Cheer
Kirkman Wisk
Cigarettes Camel Marlboro
Fatima Winston
Pall Mall Newport
Shoes Douglas Nike
FIGURE 1-6 Walkover Reebok
Brands Then and ,
Now Candy Huyler’s Hershey
) Loft M&M/Mars
Source: Reprinted Page & Shaw Nestlé
with permission from
Journal of Marketing Jelly or jam Heinz Smucker’s
Research, published Welch's
by the American Kraft

Marketing Association,
May 2000, pp. 156-172.

Category 1923 Leaders 1997 Leaders
Cleansers Old Dutch Comet
Soft Scrub
Ajax
Chewing gum Wrigley Wrigley’s
Adams Bubble Yum
Bubblicious
Motorcycles Indian Harley-Davidson

Harley-Davidson

Honda



CHAPTER 1 « BRANDS AND BRAND MANAGEMENT 51

only 23 of the top brands in the 100 cat-
egories remained market leaders in 1997,
and 28 percent of the leading brands had
failed by 1997. The clothing and fash-
ion category experienced the greatest
percentage of failures (67 percent) and
had no brands that remained leaders in
1997. Leaders in the food and beverage
category fared better, with 39 percent of
brands maintaining leadership while only
21 percent failed.

One 1923 leader that did not main-
tain leadership was Underwood typewrit-
ers. Underwood’s primary mistake was
lack of innovation. Rather than invest
in research and development, Under-
wood followed a harvesting strategy that
sought the highest margin possible for its
products. By 1950, several competitors
had already invested in computer tech-
nology, whereas Underwood acquired a
small computer firm only in 1952. Sub-
sequent developments in the market
further damaged Underwood’s position. Between 1956 and
1961, lower-priced foreign competitors more than doubled
their share of manual typewriter sales. Sales of electric typewrit-
ers, which Underwood did not make, overtook sales of manual
typewriters in the early 1960s. Olivetti acquired Underwood in
the mid-1960s, and the brand name was dropped in the 1980s.

Golder uses Wrigley, which has dominated the chewing
gum market for nine decades, as an example of a long-term
leader. According to Golder, Wrigley’s success is based on three
factors: “maintaining and building strong brands, focusing on
a single product, and being in a category that has not changed
much.” Wrigley has consistently marketed its brand with high-
profile sponsorship and advertising. It also used subsidiaries
to extend into new product categories like sugarless gum and
bubblegum, so as not to dilute the brand. Wrigley's sole focus
on chewing gum enables the company to achieve maximum re-
sults in what is considered a mature category. During the 1990s,
sales of Wrigley’s products grew almost 10 percent annually.
Finally, the chewing gum market is historically stable and un-
complicated. Still, Wrigley’s makes considerable investments in
product and packaging improvement to maintain its edge.

Golder and his co-author Gerard Tellis argue that dedication
to the brand is vital for sustained brand leadership, elucidat-
ing five factors for enduring market leadership (see Figure 1-7).
They comment:

The real causes of enduring market leadership are vision
and will. Enduring market leaders have a revolutionary and
inspiring vision of the mass market, and they exhibit an in-
domitable will to realize that vision. They persist under ad-
versity, innovate relentlessly, commit financial resources and
leverage assets to realize their vision.

By failing to innovate beyond manual typewriters, Underwood was left behind
when consumers moved on to electric typewriters.

Source: Peter Carroll/Alamy

Follow-up research by Golder and his colleagues of brand
leaders in 126 categories over a span from 1921 to 2005 found
the following:

e Leading brands are more likely to persist during economic
slowdowns and when inflation is high, and less likely to per-
sist during economic expansion and when inflation is low.

e Half the leading brands in the sample lost their leadership
over periods ranging from 12 to 39 years.

e The rate of brand leadership persistence has been substan-
tially lower in recent eras than in earlier eras.

e Once brand leadership is lost, it is rarely regained.

e Category types with above-average rates of brand leader-
ship persistence are food and household supplies; category
types with below-average rates of brand leadership persis-
tence are durables and clothing.

Sources: Peter N. Golder, Julie R. Irwin, Debanjan Mitra, “Will You
Still Try Me, Will You Still Buy Me, When I'm 64? How Economic
Conditions Affect Long-Term Brand Leadership Persistence,” work-
ing paper, Tuck School of Business at Dartmouth College, 2011;
Peter N. Golder, “Historical Method in Marketing Research with
New Evidence on Long-Term Market Share Stability,” Journal of
Marketing Research, 37 (May 2000): 156—172; Peter N. Golder and
Gerard J. Tellis, “Growing, Growing, Gone: Cascades, Diffusion,
and Turning Points in the Product Life Cycle,” Marketing Science,
23 (Spring 2004): 207-218; Laurie Freeman, “Study: Leading Brands
Aren’t Always Enduring,” Advertising Age, 28 February 2000; Gerald
J. Tellis and Peter N. Golder, “First to Market, First to Fail? Real
Causes of Enduring Market Leadership,” MIT Sloan Management
Review, 1 January 1996.
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THE SCIENCE OF BRANDING 1-3 (continued)

FIGURE 1-7

Factors Determining
Enduring Leadership

Source: Gerard J. Tellis and
Peter N. Golder, “First to
Market, First to Fail? Real
Causes of Enduring Market
Leadership,” MIT Sloan
Management Review,

1 January 1996. Used by
permission of the publisher.
Copyright © 2007 by
Massachusetts Institute

of Technology. All rights
reserved.

Tellis and Golder identify the following five factors and rationale as the keys to
enduring brand leadership.

Vision of the Mass Market

Companies with a keen eye for mass market tastes are more likely to build a
broad and sustainable customer base. Although Pampers was not the market
leader in the disposable diaper category during its first several years, it spent
significantly on research and development in order to design an affordable and
effective disposable diaper. Pampers quickly became the market leader.

Managerial Persistence

The “breakthrough” technology that can drive market leadership often
requires the commitment of company resources over long periods of time. For
example, JVC spent 21 years researching the VHS video recorder before
launching it in 1976 and becoming a market leader.

Financial Commitment

The cost of maintaining leadership is high because of the demands for research
and development and marketing. Companies that aim for short-term
profitability rather than long-term leadership, as Rheingold Brewery did when
it curtailed support of its Gablinger’s light beer a year after the 1967
introduction of the product, are unlikely to enjoy enduring leadership.

Relentless Innovation

Due to changes in consumer tastes and competition from other firms,
companies that wish to maintain leadership positions must continually
innovate. Gillette, both a long-term leader and historically an innovator,
typically has at least 20 shaving products on the drawing board at any given
time.

Asset Leverage

Companies can become leaders in some categories if they hold a leadership
position in a related category. For instance, Coca-Cola leveraged its success and
experience with cola (Coke) and diet cola (Tab) to introduce Diet Coke in 1982.
Within one year of its introduction, Diet Coke became the market leader.

manage brands in today’s environment. Figure 1-8 displays an analysis of fast-growing “break-
away brands” by leading marketing consultant firm Landor. Brand Focus 1.0 at the end of the
chapter describes some of the historical origins of branding and brand management.

BRANDING CHALLENGES AND OPPORTUNITIES

Although brands may be as important as ever to consumers, in reality brand management may
be more difficult than ever. Let’s look at some recent developments that have significantly com-
plicated marketing practices and pose challenges for brand managers (see Figure 1-9).3%

Savvy Customers

Increasingly, consumers and businesses have become more experienced with marketing, more
knowledgeable about how it works, and more demanding. A well-developed media market pays
increased attention to companies’ marketing actions and motivations. Consumer information
and support exists in the form of consumer guides (Consumer Reports), Web sites (Epinions
.com), influential blogs, and so on.
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Facebook 195%
Skype 79%
YouTube 78%
Netflix 72%
Samsung 66%
Apple 51%
iTunes 50%
Amazon.com 44%
Reese’s 42%
National Guard 35%

Savvy customers

More complex brand families and portfolios
Maturing markets

More sophisticated and increasing competition
Difficulty in differentiating

Decreasing brand loyalty in many categories
Growth of private labels

Increasing trade power

Fragmenting media coverage

Eroding traditional media effectiveness
Emerging new communication options
Increasing promotional expenditures
Decreasing advertising expenditures
Increasing cost of product introduction and support
Short-term performance orientation

Increasing job turnover

Pronounced economic cycles

Friends/peers 81%
Fashion magazines 68%
Ads 58%
Company Web sites 44%
Consumer Reviews 36%
Celebrities 33%
Parents/adults 25%
Bloggers 14%

One of the key challenges in today’s marketing environment is the vast number of sources
of information consumers may consult. Figure 1-10 displays some of the ways teenage girls col-
lect information. For these and other reasons, many believe that it is more difficult to persuade
consumers with traditional communications than it used to be. An empowered consumer may
play a more active role in a brand’s fortune, as has been the case with Converse.

FIGURE 1-8

Landor Breakaway
Brands (2011)

The Breakaway Brands
survey, conducted by
Landor Associates using
Young & Rubicam’s
BrandAsset Valuator
database, identifies those
brands that exhibited the
greatest increases in Brand
Strength from 2007-2010.
Growth in brand strength
indicates how much the
brand’s raw strength

score has risen over the
past three years, expressed
in percentage terms (www
Jlandor.com).

FIGURE 1-9

Challenges to Brand
Builders

FIGURE 1-10

Example of Multiple
Consumer Information
Sources

(Percentage of teen girls,
ages 13-18, who identify
a source of information
they typically use when
trying to learn about the
latest trends)

Source: Varsity Brands/
Ketchum Global Research
Network, as cited in “Teen
Girls as Avid Shoppers,”
ADWEEK MEDIA, 15
November 2010.
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CONVERSE

CMO Geoff Cottrill maintains that an important priority at Converse is “to shut up and listen.” With a
small budget, marketing for the brand has focused on digital and social media. The Web site is chock
full of consumer-generated content. On Facebook, the brand went from 6 to 9 million fans as consumers
chose to take pictures of their shoes, draw on them, and post about them. Cottrill notes that although
there are places where the company tells stories about its shoes—in stores and on the Web site—"for the
most part we let the conversation go ... it's those creative people that are really pushing the brand.” The
brand has also functioned as a curator of sorts for new music, art, and entertainment. Converse has built a
studio called Rubber Tracks in New York City to support new, emerging bands by allowing them to record
there for free 33

Converse has reinvigorated its brand by getting consumers actively involved in its
marketing.

Source: Kristoffer Tripplaar/Alamy

Economic Downturns

A severe recession that commenced in 2008 threatened the fortunes of many brands. One
research study of consumers at the end of 2009 found the following sobering facts:>*

* 18 percent of consumers reported that they had bought lower-priced brands of consumer
packaged goods in the past two years.

* 46 percent of the switchers to less expensive products said “they found better performance
than they expected,” with the vast majority saying performance was actually much better
than expected.

* 34 percent of the switchers said “they no longer preferred higher-priced products.”

As the economy appeared to move out of the recession, the question was whether attitudes
and behaviors that did change would revert back to their pre-recession norms. Regardless, there
will always be economic cycles and ups and downs, and The Science of Branding 1-4 offers
some guidelines for marketing brands during economic downturns.

Brand Proliferation

Another important change in the branding environment is the proliferation of new brands and
products, in part spurred by the rise in line and brand extensions. As a result, a brand name may
now be identified with a number of different products with varying degrees of similarity. Mar-
keters of brands such as Coke, Nivea, Dove, and Virgin have added a host of new products under
their brand umbrellas in recent years. There are few single (or “mono”) product brands around,
which complicates the decisions that marketers have to make.



Tough times present opportunities as well as challenges, as
was the case with the most recent recession. Although many
marketers face reduced funding and intense pressure to justify
marketing programs as cost-effective, there are tactics that can
help marketers survive—or even thrive—in a recession, both in
the short run and over the long haul. Here are five guidelines to
improve the odds for success during this time.

Explore the Upside of Actually Increasing
Investment

Does it pay to invest during a recession? Forty years of evidence
from past recessions suggest that firms willing to capitalize on
a marketing opportunity by investing during a recession have,
on average, improved their fortunes compared with firms that
chose to cut back.

Now, More Than Ever, Get Closer to Your
Consumer

In tough times, consumers may change what they want and
can afford, where and how they shop, even what they want
to see and hear from a firm. A downturn is an opportunity for
marketers to learn even more about what consumers are think-
ing, feeling, and doing, especially the loyal customer base that
is the source of so much of a brand’s profitability. Any changes
must be identified and characterized as temporary adjustments
versus permanent shifts.

Rethink How You Spend Your Money

Budget allocations can be sticky and not change enough to re-
flect a fluid marketing environment. A recession provides an
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Marketing Brands in a Recession

opportunity for marketers to closely review how much and in
what ways they are spending their money. Budget reallocations
can allow marketers to try new, promising options and elimi-
nate sacred-cow approaches that no longer provide sufficient
revenue benefits.

Put Forth the Most Compelling Value
Proposition

It's a mistake in a recession to be overly focused on price re-
ductions and discounts that can harm long-term brand equity
and price integrity. Marketers should focus on increasing—
and clearly communicating—the value their brands offer
consumers, making sure consumers appreciate all the finan-
cial, logistical, and psychological benefits compared with the
competition.

Fine-Tune Your Brand and Product Offerings

Marketers must make sure they have the right products to
sell to the right consumers in the right places and times. They
should carefully review their product portfolios and brand ar-
chitecture to ensure that brands and sub-brands are clearly
differentiated and targeted, and that optimal support is given
to brands and sub-brands based on their prospects. Because
certain brands or sub-brands appeal to different economic seg-
ments, those that target the lower end of the socioeconomic
spectrum may be particularly important during a recession. Bad
times also are an opportunity to prune brands or products that
have diminished prospects.

With so many brands engaged in expansion, channels of distribution have become clogged,

and many brand battles are waged just to get products on the shelf. The average supermarket
now holds 30,000 different brands, three times the number 30 years ago.35

Media Transformation

Another important change in the marketing environment is the erosion or fragmentation of tradi-
tional advertising media and the emergence of interactive and nontraditional media, promotion,
and other communication alternatives. For several reasons related to media cost, clutter, and
fragmentation—as outlined in Chapter 6—marketers have become disenchanted with traditional
advertising media, especially network television.

Thus the percentage of the communication budget devoted to advertising has shrunk over
the years. In its place, marketers are spending more on nontraditional forms of communication
and on new and emerging forms of communication such as interactive digital media; sports and
event sponsorship; in-store advertising; mini-billboards in transit vehicles, parking meters, and
other locations; and product placement in movies.

Consider how the movie industry has dramatically changed its marketing communica-
tions in recent years. Movie studios collectively spent $2.9 billion in 2011 to advertise their
movies on television. Lions Gate spent just $50 million to market The Hunger Games and
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generated $213 million in its opening weekend alone. Lions Gate used social media to get
consumers engaged, with tight targeting, planning, and execution. The campaign hinged on
fan-based communication.

The marketing campaign was an extension to the movie, rather than a marketing overlay. Games,
chat room sessions, media downloads, podcasts, and other interactive links made consumers feel they
were just reading up on a compelling movie. Even the casting announcement was done online.

THE HUNGER GAMES

Lions Gate successfully deployed social media to merge the movie brand with its consumers’ individual
identities. The Hunger Games is set in a place called Panem, comprising 12 districts, run by The Capitol.
Following an uprising 70 years earlier, the Capitol organizes the Hunger Games, in which one boy and one
girl chosen from each District (aged 12 to 18 years) battle to the death, until one child is left standing and
is rewarded with food and supplies for a lifetime.

Lions Gate built up interest in the plot using YouTube and Facebook. The trailer was released online
and achieved 8 million views within 24 hours. During the launch week, Yahoo!Movies delivered over
8 million streams of the movie, with over 30 million page views. The Hunger Games achieved 3.6 million
likes on Facebook, and 400,000 followers on Twitter.3®

Increased Competition

One reason marketers have been forced to use so many financial incentives or discounts is that
the marketplace has become more competitive. Both demand-side and supply-side factors have
contributed to the increase in competitive intensity. On the demand side, consumption for many
products and services has flattened and hit the maturity stage, or even the decline stage, of the
product life cycle. As a result, marketers can achieve sales growth for brands only by taking
away competitors’ market share. On the supply side, new competitors have emerged due to a
number of factors, such as the following:

* Globalization: Although firms have embraced globalization as a means to open new mar-
kets and potential sources of revenue, it has also increased the number of competitors in
existing markets, threatening current sources of revenue.

* Low-priced competitors: Market penetration by generics, private labels, and low-priced
“clones” imitating product leaders has increased on a worldwide-basis. Retailers have
gained power and often dictate what happens within the store. Their chief marketing weapon
is price, and they have introduced and pushed their own brands and demanded greater com-
pensation from trade promotions to stock and display national brands.

* Brand extensions: We’ve noted that many companies have taken their existing brands and
launched products with the same name into new categories. Many of these brands provide
formidable opposition to market leaders.

* Deregulation: Certain industries like telecommunications, financial services, health care,
and transportation have become deregulated, leading to increased competition from outside
traditionally defined product-market boundaries.

Increased Costs

At the same time that competition is increasing, the cost of introducing a new product or sup-
porting an existing product has increased rapidly, making it difficult to match the investment and
level of support that brands were able to receive in previous years. In 2008, about 123,000 new
consumer products were introduced in the United States, but with a failure rate estimated at over
90 percent. Given the millions of dollars spent on developing and marketing a new product, the
total failure cost was conservatively estimated by one group to exceed billions of dollars.?’

Greater Accountability

Finally, marketers often find themselves responsible for meeting ambitious short-term profit tar-
gets because of financial market pressures and senior management imperatives. Stock analysts
value strong and consistent earnings reports as an indication of the long-term financial health of
a firm. As a result, marketing managers may find themselves in the dilemma of having to make
decisions with short-term benefits but long-term costs (such as cutting advertising expenditures).
Moreover, many of these same managers have experienced rapid job turnover and promotions
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and may not anticipate being in their current positions for very long. One study found that the
average tenure of a CMO is about three and a half years, suggesting they have little time to make
an impact.>® These different organizational pressures may encourage quick-fix solutions with
perhaps adverse long-run consequences.

THE BRAND EQUITY CONCEPT

Marketers clearly face a number of competitive challenges, and some critics feel the response
of many has been ineffective or, worse, has further aggravated the problem. In the rest of this
book, we’ll present theories, models, and frameworks that accommodate and reflect marketing’s
new challenges in order to provide useful managerial guidelines and suggest promising new
directions for future thought and research. We’ll introduce a “‘common denominator” or unified
conceptual framework, based on the concept of brand equity, as a tool to interpret the potential
effects of various brand strategies.

One of the most popular and potentially important marketing concepts to arise in the
1980s was brand equity. Its emergence, however, has meant both good news and bad news
to marketers. The good news is that brand equity has elevated the importance of the brand in
marketing strategy and provided focus for managerial interest and research activity. The bad
news is that, confusingly, the concept has been defined a number of different ways for a num-
ber of different purposes. No common viewpoint has emerged about how to conceptualize and
measure brand equity.

Fundamentally, branding is all about endowing products and services with the power of
brand equity. Despite the many different views, most observers agree that brand equity consists
of the marketing effects uniquely attributable to a brand. That is, brand equity explains why
different outcomes result from the marketing of a branded product or service than if it were not
branded. That is the view we take in this book. As a stark example of the transformational power
of branding, consider the auctions sales in Figure 1-11. Without such celebrity associations, it is
doubtful that any of these items would cost more than a few hundred dollars at a flea market.>

Branding is all about creating differences. Most marketing observers also agree with the fol-
lowing basic principles of branding and brand equity:

» Differences in outcomes arise from the “added value” endowed to a product as a result of
past marketing activity for the brand.

* This value can be created for a brand in many different ways.

* Brand equity provides a common denominator for interpreting marketing strategies and
assessing the value of a brand.

* There are many different ways in which the value of a brand can be manifested or exploited
to benefit the firm (in terms of greater proceeds or lower costs or both).

Fundamentally, the brand equity concept reinforces how important the brand is in market-
ing strategies. Chapters 2 and 3 in Part II of the book provide an overview of brand equity and
a blueprint for the rest of the book. The remainder of the book addresses in much greater depth

e A glove Michael Jackson wore on tour sold for $330,000 in 2010.

e A '29 Duesenberg Model J Dual Cowl Phaeton driven by Elvis Presley
in the 1966 movie Spinout sold for $1.2 million in 2011.

¢ A dog collar owned by Charles Dickens sold for nearly $12,000 in 2009.

e The Supergirl costume made for the movie in 1984 sold for over $11,000
in a Christie's 2010 auction.

e A T-shirt worn by The Who's Keith Moon sold for $3,550 at another
Christie's auction in 2010.

¢ A dress worn by Audrey Hepburn in Funny Face sold for $56,250, a sweater
worn by Marilyn Monroe sold for $11,875, and a pair of earrings worn by
Kate Winslet in Titanic fetched $25,000 at an auction in 2010.

FIGURE 1-11

Notable Recent Auction
Sales
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A sweater is just a
sweater, unless it was
worn or owned by
Marilyn Monroe, in
which case it could be
worth thousands of
dollars.

Source: Album/Newscom

how to build brand equity (Chapters 4-7 in Part III), measure brand equity (Chapters 8§—10 in
Part IV), and manage brand equity (Chapters 11-14 in Part V). The concluding Chapter 15 in
Part VI provides some additional applications and perspective.

The remainder of this chapter provides an overview of the strategic brand management
process that helps pull all these various concepts together.

STRATEGIC BRAND MANAGEMENT PROCESS

Strategic brand management involves the design and implementation of marketing programs
and activities to build, measure, and manage brand equity. In this text, we define the strategic
brand management process as having four main steps (see Figure 1-12):

1. Identifying and developing brand plans

2. Designing and implementing brand marketing programs
3. Measuring and interpreting brand performance

4. Growing and sustaining brand equity

Let’s briefly highlight each of these four steps.*’

Identifying and Developing Brand Plans

The strategic brand management process starts with a clear understanding of what the brand is
to represent and how it should be positioned with respect to competitors.41 Brand planning, as
described in Chapters 2 and 3, uses the following three interlocking models.

* The brand positioning model describes how to guide integrated marketing to maximize
competitive advantages.

* The brand resonance model describes how to create intense, activity loyalty relationships
with customers.

* The brand value chain is a means to trace the value creation process for brands, to better
understand the financial impact of brand marketing expenditures and investments.

Designing and Implementing Brand Marketing Programs

As Chapter 2 outlines, building brand equity requires properly positioning the brand in the minds
of customers and achieving as much brand resonance as possible. In general, this knowledge-
building process will depend on three factors:

1. The initial choices of the brand elements making up the brand and how they are mixed and
matched;
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2. The marketing activities and supporting marketing programs and the way the brand is inte-
grated into them; and

3. Other associations indirectly transferred to or leveraged by the brand as a result of linking
it to some other entity (such as the company, country of origin, channel of distribution, or
another brand).

Some important considerations of each of these three factors are as follows.

Choosing Brand Elements. The most common brand elements are brand names, URLs,
logos, symbols, characters, packaging, and slogans. The best test of the brand-building contribu-
tion of a brand element is what consumers would think about the product or service if they knew
only its brand name or its associated logo or other element. Because different elements have
different advantages, marketing managers often use a subset of all the possible brand elements
or even all of them. Chapter 4 examines in detail the means by which the choice and design of
brand elements can help to build brand equity.

Integrating the Brand into Marketing Activities and the Supporting Marketing
Program. Although the judicious choice of brand elements can make some contribution to
building brand equity, the biggest contribution comes from marketing activities related to the
brand. This text highlights only some particularly important marketing program considerations
for building brand equity. Chapter 5 addresses new developments in designing marketing pro-
grams as well as issues in product strategy, pricing strategy, and channels strategy. Chapter 6 ad-
dresses issues in communications strategy.

Leveraging Secondary Associations. The third and final way to build brand equity is to le-
verage secondary associations. Brand associations may themselves be linked to other entities that
have their own associations, creating these secondary associations. For example, the brand may
be linked to certain source factors, such as the company (through branding strategies), countries
or other geographical regions (through identification of product origin), and channels of distribu-
tion (through channel strategy), as well as to other brands (through ingredients or co-branding),
characters (through licensing), spokespeople (through endorsements), sporting or cultural events
(through sponsorship), or some other third-party sources (through awards or reviews).

Because the brand becomes identified with another entity, even though this entity may not
directly relate to the product or service performance, consumers may infer that the brand shares
associations with that entity, thus producing indirect or secondary associations for the brand.

FIGURE 1-12

Strategic Brand
Management Process
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In essence, the marketer is borrowing or leveraging some other associations for the brand to
create some associations of the brand’s own and thus help build its brand equity. Chapter 7
describes the means of leveraging brand equity.

Measuring and Interpreting Brand Performance

To manage their brands profitably, managers must successfully design and implement a brand
equity measurement system. A brand equity measurement system is a set of research proce-
dures designed to provide timely, accurate, and actionable information for marketers so that they
can make the best possible tactical decisions in the short run and the best strategic decisions in
the long run. As described in Chapter 8, implementing such a system involves three key steps—
conducting brand audits, designing brand tracking studies, and establishing a brand equity
management system.

The task of determining or evaluating a brand’s positioning often benefits from a brand
audit. A brand audit is a comprehensive examination of a brand to assess its health, uncover its
sources of equity, and suggest ways to improve and leverage that equity. A brand audit requires
understanding sources of brand equity from the perspective of both the firm and the consumer.

Once marketers have determined the brand positioning strategy, they are ready to put into place
the actual marketing program to create, strengthen, or maintain brand associations. Brand tracking
studies collect information from consumers on a routine basis over time, typically through quanti-
tative measures of brand performance on a number of key dimensions marketers can identify in the
brand audit or other means.Chapters 9 and 10 describe a number of measures to operationalize it.

A brand equity management system is a set of organizational processes designed to im-
prove the understanding and use of the brand equity concept within a firm. Three major steps
help implement a brand equity management system: creating brand equity charters, assembling
brand equity reports, and defining brand equity responsibilities.

Growing and Sustaining Brand Equity

Maintaining and expanding on brand equity can be quite challenging. Brand equity management
activities take a broader and more diverse perspective of the brand’s equity—understanding how
branding strategies should reflect corporate concerns and be adjusted, if at all, over time or over
geographical boundaries or multiple market segments.

Defining Brand Architecture. The firm’s brand architecture provides general guidelines
about its branding strategy and which brand elements to apply across all the different products
sold by the firm. Two key concepts in defining brand architecture are brand portfolios and the
brand hierarchy. The brand portfolio is the set of different brands that a particular firm offers for
sale to buyers in a particular category. The brand hierarchy displays the number and nature of
common and distinctive brand components across the firm’s set of brands. Chapter 11 reviews
a three-step approach to brand architecture and how to devise brand portfolios and hierarchies.
Chapter 12 concentrates on the topic of brand extensions in which an existing brand is used to
launch a product into a different category or sub-category.

Managing Brand Equity over Time. Effective brand management also requires tak-
ing a long-term view of marketing decisions. A long-term perspective of brand management
recognizes that any changes in the supporting marketing program for a brand may, by chang-
ing consumer knowledge, affect the success of future marketing programs. A long-term view
also produces proactive strategies designed to maintain and enhance customer-based brand
equity over time and reactive strategies to revitalize a brand that encounters some difficulties or
problems. Chapter 13 outlines issues related to managing brand equity over time.

Managing Brand Equity over Geographic Boundaries, Cultures, and Market
Segments. Another important consideration in managing brand equity is recognizing and
accounting for different types of consumers in developing branding and marketing programs.
International factors and global branding strategies are particularly important in these decisions.
In expanding a brand overseas, managers need to build equity by relying on specific knowl-
edge about the experience and behaviors of those market segments. Chapter 14 examines issues
related to broadening of brand equity across market segments.
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REVIEW

This chapter began by defining a brand as a name, term, sign, symbol, or design, or some com-
bination of these elements, intended to identify the goods and services of one seller or group of
sellers and to differentiate them from those of competitors. The different components of a brand
(brand names, logos, symbols, package designs, and so forth) are brand elements. Brand ele-
ments come in many different forms. A brand is distinguished from a product, which is defined as
anything that can be offered to a market for attention, acquisition, use, or consumption that might
satisfy a need or want. A product may be a physical good, service, retail store, person, organiza-
tion, place, or idea.

A brand is a product, but one that adds other dimensions that differentiate it in some way
from other products designed to satisfy the same need. These differences may be rational and
tangible—related to product performance of the brand—or more symbolic, emotional, or
intangible—related to what the brand represents. Brands themselves are valuable intangible assets
that need to be managed carefully. Brands offer a number of benefits to customers and the firms.

The key to branding is that consumers perceive differences among brands in a product cat-
egory. Marketers can brand virtually any type of product by giving the product a name and
attaching meaning to it in terms of what it has to offer and how it differs from competitors.
A number of branding challenges and opportunities faced by present-day marketing managers
were outlined related to changes in customer attitudes and behavior, competitive forces, market-
ing efficiency and effectiveness, and internal company dynamics.

The strategic brand management process has four steps:

1. Identifying and developing brand plans

2. Designing and implementing brand marketing programs
3. Measuring and interpreting brand performance

4. Growing and sustaining brand equity

The remainder of the book outlines these steps in detail.

DISCUSSION QUESTIONS

1. What do brands mean to you? What are your favorite brands and why? Check to see how
your perceptions of brands might differ from those of others.

2. Who do you think has the strongest brands? Why? What do you think of the Interbrand list
of the 25 strongest brands in Figure 1-5? Do you agree with the rankings? Why or why not?

3. Can you think of anything that cannot be branded? Pick an example that was not discussed
in each of the categories provided (services; retailers and distributors; people and organiza-
tions; sports, arts, and entertainment) and describe how each is a brand.

4. Can you think of yourself as a brand? What do you do to “brand” yourself?

5. What do you think of the new branding challenges and opportunities that were listed in the
chapter? Can you think of any other issues?

History of Branding*?

This appendix traces the history of branding and brand man-
agement, dividing the development into six distinct phases.

Early Origins: Before 1860

Branding, in one form or another, has been around for centuries.
The original motivation for branding was for craftsmen and oth-
ers to identify the fruits of their labors so that customers could
easily recognize them. Branding, or at least trademarks, can be
traced back to ancient pottery and stonemason’s marks, which
were applied to handcrafted goods to identify their source.

Pottery and clay lamps were sometimes sold far from the shops
where they were made, and buyers looked for the stamps of
reliable potters as a guide to quality. Marks have been found on
early Chinese porcelain, on pottery jars from ancient Greece and
Rome, and on goods from India dating back to about 1300 8.c.

In medieval times, potters’ marks were joined by printers’
marks, watermarks on paper, bread marks, and the marks of
various craft guilds. In some cases, these were used to attract
buyers loyal to particular makers, but the marks were also used
to police infringers of the guild monopolies and to single out
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the makers of inferior goods. An English law passed in 1266
required bakers to put their mark on every loaf of bread sold,
“to the end that if any bread bu faultie in weight, it may bee
then knowne in whom the fault is.” Goldsmiths and silversmiths
were also required to mark their goods, both with their signa-
ture or personal symbol and with a sign of the quality of the
metal. In 1597, two goldsmiths convicted of putting false marks
on their wares were nailed to the pillory by their ears. Similarly
harsh punishments were decreed for those who counterfeited
other artisans’ marks.

When Europeans began to settle in North America, they
brought the convention and practice of branding with them. The
makers of patent medicines and tobacco manufacturers were
early U.S. branding pioneers. Medicine potions such as Swaim’s
Panacea, Fahnestock’s Vermifuge, and Perry Davis' Vegetable
Pain Killer became well known to the public prior to the Ameri-
can Civil War. Patent medicines were packaged in small bottles
and, because they were not seen as a necessity, were vigorously
promoted. To further influence consumer choices in stores, man-
ufacturers of these medicines printed elaborate and distinctive
labels, often with their own portrait featured in the center.

Tobacco manufacturers had been exporting their crop since
the early 1600s. By the early 1800s, manufacturers had packed
bales of tobacco under labels such as Smith’s Plug and Brown
and Black’s Twist. During the 1850s, many tobacco manufactur-
ers recognized that more creative names—such as Cantaloupe,
Rock Candy, Wedding Cake, and Lone Jack—were helpful in
selling their tobacco products. In the 1860s, tobacco manufactur-
ers began to sell their wares in small bags directly to consumers.
Attractive-looking packages were seen as important, and picture
labels, decorations, and symbols were designed as a result.

Emergence of National Manufacturer Brands:
1860 to 1914

In the United States after the American Civil War, a number
of forces combined to make widely distributed, manufacturer-
branded products a profitable venture:

e |mprovements in transportation (e.g., railroads) and commu-
nication (e.g., telegraph and telephone) made regional and
even national distribution increasingly easy.

e Improvements in production processes made it pos-
sible to produce large quantities of high-quality products
inexpensively.

e Improvements in packaging made individual (as opposed to
bulk) packages that could be identified with the manufac-
turer's trademark increasingly viable.

e Changes in U.S. trademark law in 1879, the 1880s, and
1906 made it easier to protect brand identities.

e Advertising became perceived as a more credible option, and
newspapers and magazines eagerly sought out advertising
revenues.

e Retail institutions such as department and variety stores and
national mail order houses served as effective middlemen
and encouraged consumer spending.

e The population increased due to liberal immigration policies.

® Increasing industrialization and urbanization raised the stan-
dard of living and aspirations of Americans, although many
products on the market still were of uneven quality.

e Literacy rose as the percentage of illiterate Americans
dropped from 20 percent in 1870 to 10 percent in 1900.

All these factors facilitated the development of consistent-
quality consumer products that could be efficiently sold to con-
sumers through mass market advertising campaigns. In this
fertile branding environment, mass-produced merchandise in
packages largely replaced locally produced merchandise sold
from bulk containers. This change brought about the wide-
spread use of trademarks. For example, Procter & Gamble made
candles in Cincinnati and shipped them to merchants in other
cities along the Ohio and Mississippi rivers. In 1851, wharf
hands began to brand crates of Procter & Gamble candles with
a crude star. The firm soon noticed that buyers downriver relied
on the star as a mark of quality, and merchants refused the can-
dles if the crates arrived without the mark. As a result, the can-
dles were marked with a more formal star label on all packages,
branded as “Star,” and began to develop a loyal following.

The development and management of these brands was
largely driven by the owners of the firm and their top-level man-
agement. For example, the first president of National Biscuit was
involved heavily in the introduction in 1898 of Uneeda Biscuits,
the first nationally branded biscuit. One of their first decisions
was to create a pictorial symbol for the brand, the Uneeda biscuit
slicker boy, who appeared in the supporting ad campaigns. H.
J. Heinz built up the Heinz brand name through production in-
novations and spectacular promotions. Coca-Cola became a
national powerhouse due to the efforts of Asa Candler, who ac-
tively oversaw the growth of the extensive distribution channel.

National manufacturers sometimes had to overcome re-
sistance from consumers, retailers, wholesalers, and even
employees from within their own company. To do so, these
firms employed sustained “push” and “pull” efforts to keep
both consumers and retailers happy and accepting of national
brands. Consumers were attracted through the use of sampling,
premiums, product education brochures, and heavy advertising.
Retailers were lured by in-store sampling and promotional pro-
grams and shelf maintenance assistance.

As the use of brand names and trademarks spread, so did
the practice of imitation and counterfeiting. Although the laws
were somewhat unclear, more and more firms sought protection
by sending their trademarks and labels to district courts for regis-
tration. Congress finally separated the registration of trademarks
and labels in 1870 with the enactment of the country’s first fed-
eral trademark law. Under the law, registrants were required to
send a facsimile of their mark with a description of the type of
goods on which it was used to the Patent Office in Washing-
ton along with a $25 fee. One of the first marks submitted to
the Patent Office under the new law was the Underwood Devil,
which was registered to William Underwood & Company of Bos-
ton on November 29, 1870 for use on “Deviled Entremets.” By
1890, most countries had trademark acts, establishing brand
names, labels, and designs as legally protectable assets.

Dominance of Mass Marketed Brands:
1915 to 1929

By 1915, manufacturer brands had become well established in
the United States on both a regional and national basis. The
next 15 years saw increasing acceptance and even admiration
of manufacturer brands by consumers. The marketing of brands
became more specialized under the guidance of functional ex-
perts in charge of production, promotion, personal selling, and
other areas. This greater specialization led to more advanced
marketing techniques. Design professionals were enlisted to as-
sist in the process of trademark selection. Personal selling be-
came more sophisticated as salesmen were carefully selected



and trained to systematically handle accounts and seek out
new businesses. Advertising combined more powerful creativity
with more persuasive copy and slogans. Government and indus-
try regulation came into place to reduce deceptive advertising.
Marketing research became more important and influential in
supporting marketing decisions.

Although functional management of brands had these vir-
tues, italso presented problems. Because responsibility forany one
brand was divided among two or more functional managers—
as well as advertising specialists—poor coordination was always
a potential problem. For example, the introduction of Wheaties
cereal by General Mills was nearly sabotaged by the company’s
salesmen, who were reluctant to take on new duties to sup-
port the brand. Three years after the cereal’s introduction and
on the verge of its being dropped, a manager from the advertis-
ing department at General Mills decided to become a product
champion for Wheaties, and the brand went on to great success
in the following decades.

Challenges to Manufacturer Brands:
1930 to 1945

The onset of the Great Depression in 1929 posed new challenges
to manufacturer brands. Greater price sensitivity swung the pen-
dulum of power in the favor of retailers who pushed their own
brands and dropped nonperforming manufacturer brands. Ad-
vertising came under fire as manipulative, deceptive, and taste-
less and was increasingly being ignored by certain segments of
the population. In 1938, the Wheeler Amendment gave power
to the Federal Trade Commission (FTC) to regulate advertising
practices. In response to these trends, manufacturers’ advertis-
ing went beyond slogans and jingles to give consumers specific
reasons why they should buy advertised products.

There were few dramatic changes in marketing of brands
during this time. As a notable exception, Procter & Gamble
put the first brand management system into place, whereby
each of their brands had a manager assigned only to that
brand who was responsible for its financial success. Other
firms were slow to follow, however, and relied more on their
long-standing reputation for good quality—and a lack of com-
petition—to sustain sales. During World War Il, manufacturer
brands became relatively scarce as resources were diverted
to the war effort. Nevertheless, many brands continued to
advertise and helped bolster consumer demand during these
tough times.

The Lanham Act of 1946 permitted federal registration of
service marks (marks used to designate services rather than
products) and collective marks such as union labels and club
emblems.

Establishment of Brand Management Standards:
1946 to 1985

After World War II, the pent-up demand for high-quality brands
led to an explosion of sales. Personal income grew as the
economy took off, and market demand intensified as the rate
of population growth exploded. Demand for national brands
soared, fueled by a burst of new products and a receptive and
growing middle class. Firm after firm during this time period ad-
opted the brand management system.

In the brand management system, a brand manager took
“ownership” of a brand. A brand manager was responsible for
developing and implementing the annual marketing plan for his
or her brand, as well as identifying new business opportunities.

CHAPTER 1 « BRANDS AND BRAND MANAGEMENT

The brand manager might be assisted, internally, by representa-
tives from manufacturing, the sales force, marketing research, fi-
nancial planning, research and development, personnel, legal, and
public relations and, externally, by representatives from advertising
agencies, research suppliers, and public relations agencies.

Then, as now, a successful brand manager had to be a ver-
satile jack-of-all-trades. The skills that began to be required then
have only become more important now, including:

e Marketing fundamentals
e Cultural insights to understand the diversity of consumers
e [T and Web skills to guide digital activities

e Technical sophistication to appreciate new research methods
and models

e Design fluency to work with design techniques and designers
e Creativity to devise holistic solutions

Branding Becomes More Pervasive: 1986 to Now

The merger and acquisitions boom of the mid-1980s raised the
interest of top executives and other board members as to the
financial value of brands. With this realization came an appre-
ciation of the importance of managing brands as valuable in-
tangible assets. At the same time, more different types of firms
began to see the advantages of having a strong brand and the
corresponding disadvantages of having a weak brand.

The last 25 years have seen an explosion in the interest and
application of branding as more firms have embraced the con-
cept. As more and more different kinds of products are sold or
promoted directly to consumers, the adoption of modern mar-
keting practices and branding has spread further. Consider the
pharmaceutical industry.

THE PHARMACEUTICAL INDUSTRY

In the United States, prescription drugs are increasingly be-
ing branded and sold to consumers with traditional mar-
keting tactics such as advertising and promotion. Direct-
to-consumer advertising for prescription drugs also grew
from $242 million in 1994 to $4.2 billion in 2010. In 2009,
Pfizer spent over $1 billion in direct-to-consumer adver-
tising. Much of this effort is focused on what we might
call “disease branding,” in which marketers shape public
impressions of a medical malady to make treating it more
attractive to potential patients. Panic disorder, reflux dis-
ease, erectile dysfunction, and restless legs syndrome were
all relatively obscure to the public until they were given a
specific name and meaning by drug companies. By high-
lighting and destigmatizing medical conditions, disease
branding increases demand for the drugs being sold for
treatment. When Pharmacia launched Detrol, it labeled
what physicians had been calling “urge incontinence” as
an “overactive bladder,” a much more vigorous-sounding
condition. Millions of prescriptions followed. Some phar-
maceutical companies, however, are cutting back on direct-
to-consumer advertising in light of the lower number of
new-drug introductions and increasing government scru-
tiny of the practice. They are selective in deciding which
brands to market directly to consumers; of over 2,000
drugs recently studied, only 100 were targeted via advertis-
ing to consumers.*3
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Branding has become part of the everyday vernacular
and it is not uncommon to hear people of all walks of life talk
about branding and branding concepts. Although the inter-
est in branding has many positive consequences, people don't

always seem to understand how branding works or apply
branding concepts correctly. For branding success, an apprecia-
tion of and aptitude for using appropriate branding concepts—
a focus of this book—is critical.
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Learning Objectives

After reading this chapter, you should be able to

1.
2.

Define customer-based brand equity.

Outline the sources and outcomes of customer-
based brand equity.

Identify the four components of brand positioning.

Describe the guidelines in developing a good brand
positioning.

Explain brand mantra and how it should be
developed.

Starbucks’ unique
brand positioning
helped to fuel its
phenomenal growth.

Source: AP Photo/Ted S.
Warren
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Preview

Chapter 1 introduced some basic notions about brands, particularly brand equity, and the roles
they have played and are playing in marketing strategies. Part II of the text explores how to de-
velop brand strategies. Great brands are not accidents. They are a result of thoughtful and imagi-
native planning. Anyone building or managing a brand must carefully develop and implement
creative brand strategies.

To aid in that planning, three tools or models are helpful. Like the famous Russian nesting
matryoshka dolls, the three models are interconnected and in turn become larger in scope: the
first model is a component in the second model; the second model, in turn, is a component in the
third. Combined, the three models provide crucial micro and macro perspectives on successful
brand building. These are the three models:

1. Brand positioning model describes how to establish competitive advantages in the minds of
customers in the marketplace;

2. Brand resonance model describes how to take these competitive advantages and create
intense, active loyalty relationships with customers for brands; and

3. Brand value chain model describes how to trace the value creation process to better under-
stand the financial impact of marketing expenditures and investments to create loyal cus-
tomers and strong brands.

Collectively, these three models help marketers devise branding strategies and tactics to
maximize profits and long-term brand equity and track their progress along the way. Chapter 2
develops the brand positioning model; Chapter 3 reviews the brand resonance and brand value
chain models.

This chapter begins, however, by more formally examining the brand equity concept,
introducing one particular view—the concept of customer-based brand equity—that will
serve as a useful organizing framework for the rest of the book.! We’ll consider the sources
of customer-based brand equity to provide the groundwork for our discussion of brand
positioning.

Positioning requires defining our desired or ideal brand knowledge structures and estab-
lishing points-of-parity and points-of-difference to establish the right brand identity and brand
image. Unique, meaningful points-of-difference (PODs) provide a competitive advantage and
the “reason why” consumers should buy the brand. On the other hand, some brand associa-
tions can be roughly as favorable as those of competing brands, so they function as points-of-
parity (POPs) in consumers’ minds—and negate potential points-of-difference for competitors.
In other words, these associations are designed to provide “no reason why not” for consumers to
choose the brand.

The chapter then reviews how to identify and establish brand positioning and create a brand
mantra, a shorthand expression of the positioning.”> We conclude with Brand Focus 2.0 and an
examination of the many benefits of creating a strong brand.

CUSTOMER-BASED BRAND EQUITY

Two questions often arise in brand marketing: What makes a brand strong? and How do you
build a strong brand? To help answer both, we introduce the concept of customer-based brand
equity (CBBE). Although a number of useful perspectives concerning brand equity have been
put forth, the CBBE concept provides a unique point of view on what brand equity is and how it
should best be built, measured, and managed.

Defining Customer-Based Brand Equity

The CBBE concept approaches brand equity from the perspective of the consumer—
whether the consumer is an individual or an organization or an existing or prospective cus-
tomer. Understanding the needs and wants of consumers and organizations and devising
products and programs to satisfy them are at the heart of successful marketing. In particular,
marketers face two fundamentally important questions: What do different brands mean to
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consumers? and How does the brand knowledge of consumers affect their response to mar-
keting activity?

The basic premise of the CBBE concept is that the power of a brand lies in what customers
have learned, felt, seen, and heard about the brand as a result of their experiences over time. In
other words, the power of a brand lies in what resides in the minds and hearts of customers. The
challenge for marketers in building a strong brand is ensuring that customers have the right type
of experiences with products and services and their accompanying marketing programs so that the
desired thoughts, feelings, images, beliefs, perceptions, opinions, and experiences become linked
to the brand.

We formally define customer-based brand equity as the differential effect that brand
knowledge has on consumer response to the marketing of that brand. A brand has positive
customer-based brand equity when consumers react more favorably to a product and the way it
is marketed when the brand is identified than when it is not (say, when the product is attributed
to a fictitious name or is unnamed). Thus, customers might be more accepting of a new brand
extension for a brand with positive customer-based brand equity, less sensitive to price increases
and withdrawal of advertising support, or more willing to seek the brand in a new distribution
channel. On the other hand, a brand has negative customer-based brand equity if consumers
react less favorably to marketing activity for the brand compared with an unnamed or fictitiously
named version of the product.

Let’s look at the three key ingredients to this definition: (1) “differential effect,” (2)
“brand knowledge,” and (3) “consumer response to marketing.” First, brand equity arises
from differences in consumer response. If no differences occur, then the brand-name
product can essentially be classified as a commodity or a generic version of the product.
Competition, most likely, would then just be based on price. Second, these differences in
response are a result of consumers’ knowledge about the brand, that is, what they have
learned, felt, seen, and heard about the brand as a result of their experiences over time.
Thus, although strongly influenced by the marketing activity of the firm, brand equity ul-
timately depends on what resides in the minds and hearts of consumers. Third, customers’
differential responses, which make up brand equity, are reflected in perceptions, prefer-
ences, and behavior related to all aspects of brand marketing, for example, including choice
of a brand, recall of copy points from an ad, response to a sales promotion, and evaluations
of a proposed brand extension. Brand Focus 2.0 provides a detailed account of these advan-
tages, as summarized in Figure 2-1.

The simplest way to illustrate what we mean by customer-based brand equity is to con-
sider one of the typical results of product sampling or comparison tests. In blind taste tests, two
groups of consumers sample a product: one group knows which brand it is, the other doesn’t.
Invariably, the two groups have different opinions despite consuming the same product.

These branding effects occur in the marketplace too. For example, at one time, Hitachi and
General Electric (GE) jointly owned a factory in England that made identical televisions for
the two companies. The only difference was the brand name on the television. Nevertheless,
the Hitachi televisions sold for a $75 premium over the GE televisions. Moreover, Hitachi sold
twice as many sets as GE despite the higher price.’

Improved perceptions of product performance
Greater loyalty

Less vulnerability to competitive marketing actions
Less vulnerability to marketing crises

Larger margins

More inelastic consumer response to price increases
More elastic consumer response to price decreases
Greater trade cooperation and support

Increased marketing communication effectiveness
Possible licensing opportunities

Additional brand extension opportunities

FIGURE 2-1

Marketing Advantages
of Strong Brands
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Consumers may be
willing to pay more for
the exact same television
set if the right brand
name is on it.

Source: Tomohiro Ohsumi/
Bloomberg via Getty
Images
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When consumers report different opinions about branded and unbranded versions of
identical products—which almost invariably happens—it must be the case that knowledge
about the brand, created by whatever means (past experiences, marketing activity for the
brand, or word of mouth), has somehow changed customers’ product perceptions. This re-
sult has occurred with virtually every type of product—conclusive evidence that consumers’
perceptions of product performance are highly dependent on their impressions of the brand
that goes along with it. In other words, clothes may seem to fit better, a car may seem to drive
more smoothly, and the wait in a bank line may seem shorter, depending on the particular
brand involved.

Brand Equity as a Bridge

Thus, according to the customer-based brand equity concept, consumer knowledge drives the
differences that manifest themselves in terms of brand equity. This realization has important
managerial implications. For one thing, brand equity provides marketers with a vital strategic
bridge from their past to their future.

Brands as a Reflection of the Past. Marketers should consider all the dollars spent on
manufacturing and marketing products each year not so much as “expenses” but as “invest-
ments” in what consumers saw, heard, learned, felt, and experienced about the brand. If not
properly designed and implemented, these expenditures may not be good investments, in that
they may not have created the right knowledge structures in consumers’ minds, but we should
consider them investments nonetheless. Thus, the quality of the investment in brand building
is the most critical factor, not the quantity beyond some minimal threshold amount. In fact, it
is possible to “overspend” on brand building if money is not being spent wisely. Conversely,
as we’ll see throughout the book, some brands are considerably outspent but amass a great
deal of brand equity through marketing activities that create valuable, enduring memory traces
in the minds of consumers, as has been the case with Snickers.

SNICKERS® Brand

Creatively marketed, Mars Chocolate North America’s best-selling SNICKERS® bar has long been adver-
tised as the candy bar that “satisfies” as a filling snack or means to stave off hunger before a meal. One
recent ad campaign centered on a make-believe language, “Snacklish,” that puts a SNICKERS® spin on
everyday words and phrases. Taxi, bus-stop, and subway posters and a variety of online postings featured
catchy phrases like “Pledge your nutlegience,” “Snaxi” and “Nougetaboutit.” To reinforce its branding,
the phrases all appeared in the typeface and colors of the SNICKERS® bar logo.*
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SNICKERS® created its own brand-centric language to help promote its
well-positioned candy bar.

Source: SNICKERS® is a registered trademark of Mars, Incorporated and its affiliates. This
trademark is used with permission. Mars, Incorporated is not associated with Pearson
Education, Inc. The SNICKERS® advertisement is printed with permission of Mars, Incorporated.

Brands as a Direction for the Future. The brand knowledge that marketers create over
time dictates appropriate and inappropriate future directions for the brand. Consumers will
decide, based on their brand knowledge, where they think the brand should go and grant permis-
sion (or not) to any marketing action or program. Thus, at the end of the day, the true value and
future prospects of a brand rest with consumers and their knowledge about the brand.

No matter how we define brand equity, though, its value to marketers as a concept ultimately
depends on how they use it. Brand equity can offer focus and guidance, providing a means to in-
terpret past marketing performance and design future marketing programs. Everything the firm
does can help enhance or detract from brand equity. Those marketers who build strong brands
have embraced the concept and use it to its fullest as a means of clarifying, communicating, and
implementing their marketing actions.

DISCOVERY CHANNEL

The Discovery Channel was launched with the motto “Explore Your World” and well-defined brand values
of adventure, exploration, science, and curiosity. After a detour to reality programming featuring crime and
forensics shows and biker and car content, the channel returned to its mission of producing high-quality work
that the company could be proud of and that was beneficial for people. Today, Discovery’s 13 U.S. channels
cumulatively reach 745 million subscribing households, and its 120 overseas channels in 180 countries reach
969 million homes. One hundred fifty thousand hours of content supplied by Discovery Education is used by
more than 1 million teachers in half of all schools in the United States. Discovery’s Web sites attract 24 million
unique visitors every month. The company also launched Discovery Channel Magazine in Asia.”

Other factors can influence brand success, and brand equity has meaning for other constituents
besides customers, such as employees, suppliers, channel members, media, and the government.6
Nevertheless, success with customers is often crucial for success for the firm, so the next section
considers brand knowledge and CBBE in more detail. The process of creating such brand power
is not without its critics, however, as described in The Science of Branding 2-1.

MAKING A BRAND STRONG: BRAND KNOWLEDGE

From the perspective of the CBBE concept, brand knowledge is the key to creating brand equity,
because it creates the differential effect that drives brand equity. What marketers need, then, is
an insightful way to represent how brand knowledge exists in consumer memory. An influential
model of memory developed by psychologists is helpful for this purpose.’

The associative network memory model views memory as a network of nodes and con-
necting links, in which nodes represent stored information or concepts, and links represent
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Brand Critics

In her book No Logo, Naomi Klein details the aspects of global
corporate growth that have led to consumer backlash against
brands. She explains the subject of her book as follows:

THE SCIENCE OF BRANDING 2-1

She also discusses the formation of labor activist organizations
such as Essential Action and the International Labour Organi-
zation, which perform labor monitoring and hold companies

accountable for the treatment of their labor forces.

Klein observes that the issues of corporate conduct are
now highly politicized. As a result, she notes, “Political rallies,
which once wound their predicable course in front of govern-
ment buildings and consulates, are now just as likely to take
place in front of the stores of the corporate giants.” Ten years
after the fact, Klein revisited her book No Logo and actually did
apply the concepts to politics in an update.

Klein is certainly not the only critic. In his book Branding
Only Works on Cattle, brand consultant Jonathan Baskin ar-
gues that branding is no longer effective because it relies on
the status quo and is not keeping up with consumers’ needs.
He faults current brand techniques. In 2007, British writer Neil
Boorman started a blog and then published a book called
Bonfire of the Brands that detailed the breaking of his brand
obsession. Boorman refers to himself as a member of “a gen-
eration that has been sold to from the day it was born” and
calls brands “nothing but an expensive con.”

The title No Logo is not meant to be read as a literal slogan
(as in No More Logos!), or a post-logo logo (there is already
a No Logo clothing line, I'm told). Rather, it is an attempt to
capture an anti-corporate attitude | see emerging among
many young activists. This book is hinged on a simple hy-
pothesis: that as more people discover the brand-name se-
crets of the global logo web, their outrage will fuel the next
big political movement, a vast wave of opposition squarely
targeting those with very high name-brand recognition.

Klein cites marketing campaigns that exist within schools and
universities, among other examples of advertising encroaching on
traditionally ad-free space. She asserts that as marketers compete
for “eyeballs” using unconventional and unexpected means, fewer
ad-free spaces remain, and consumer resentment builds. Klein
then argues that the vast number of mergers and acquisitions in
the past two decades, and the increasing number of brand exten-
sions, have severely limited consumer choice and engendered addi-
tional consumer resentment. She cautions that an inherent danger
of building a strong brand is that the public will be all the more
eager to see the brand tarnished once unseemly facts surface.

Klein also details the numerous movements that have arisen
to protest the growing power of corporations and the prolifera-
tion of branded space that accompanies this growth. The author
highlights such anticorporate practices as “culture jamming”
and “ad-busting,” which serve to subvert and undermine corpo-
rate marketing by attacking the marketers on their own terms.

Sources: Naomi Klein, No Logo: Taking Aim at the Brand Bullies (10th
anniversary edition) (New York: Picador, 2000); Naomi Klein, Fences and
Windows: Dispatches from the Front Lines of the Globalization Debate
(New York: Picador, 2002); Review, Publishers Weekly, 2002. “Naomi
Klein on How Corporate Branding Has Taken over America,” The Guard-
ian, 16 January 2010; Andrew Potter, “The Revenge of the Brands,” Rea-
son, May 2010; Jonathan Salem Baskin, Branding Only Works on Cattle
(New York: Business Plus, 2008); Neil Boorman, Bonfire of the Brands:
How I Learned to Live Without Labels (London: Canongate Books Ltd,
2007); Neil Boorman, “Name Dropper,” The Guardian, 25 August 2007.

the strength of association between the nodes. Any type of information—whether it’s verbal,
abstract, or contextual-—can be stored in the memory network.

Using the associative network memory model, let’s think of brand knowledge as consisting of a
brand node in memory with a variety of associations linked to it. We can consider brand knowledge
as having two components: brand awareness and brand image. Brand awareness is related to the
strength of the brand node or trace in memory, which we can measure as the consumer’s ability to
identify the brand under different conditions.® It is a necessary, but not always a sufficient, step in
building brand equity. Other considerations, such as the image of the brand, often come into play.

Brand image has long been recognized as an important concept in marketing.’ Although
marketers have not always agreed about how to measure it, one generally accepted view
is that, consistent with our associative network memory model, brand image is consum-
ers’ perceptions about a brand, as reflected by the brand associations held in consumer
memory.10 In other words, brand associations are the other informational nodes linked to the
brand node in memory and contain the meaning of the brand for consumers. Associations come
in all forms and may reflect characteristics of the product or aspects independent of the product.

For example, if someone asked you what came to mind when you thought of Apple
computers, what would you say? You might reply with associations such as “well-designed,”
“easy to use,” “leading-edge technology,” and so forth. Figure 2-2 displays some commonly
mentioned associations for Apple that consumers have expressed in the past.'! The associations
that came to your mind make up your brand image for Apple. Through breakthrough products
and skillful marketing, Apple has been able to achieve a rich brand image made up of a host of



CHAPTER 2 ¢ CUSTOMER-BASED BRAND EQUITY AND BRAND POSITIONING 73

User Friendly

. Educational
Macintosh ueatt

. Fun
Innovative
Apple Logo Desktop
Publishing
Cool
Friendly

FIGURE 2-2
Possible Apple
Computer Associations

Creative

iPod
Graphics

Source: KRT/Newscom

brand associations. Many are likely to be shared by a majority of consumers, so we can refer to
“the” brand image of Apple, but at the same time, we recognize that this image varies, perhaps
even considerably, depending on the consumer or market segment.

Other brands, of course, carry a different set of associations. For example, McDonald’s market-
ing program attempts to create brand associations in consumers’ minds between its products and
“quality,” “service,” “cleanliness,” and “‘value.” McDonald’s rich brand image probably also includes
strong associations to “Ronald McDonald,” “golden arches,” “for kids,” and “convenient” as well as
perhaps potentially negative associations such as “fast food.” Whereas Mercedes-Benz has achieved
strong associations to “performance” and “status,” Volvo has created a strong association to “safety.”

We’ll return in later chapters to the different types of associations and how to measure their strength.

SOURCES OF BRAND EQUITY

What causes brand equity to exist? How do marketers create it? Customer-based brand equity oc-
curs when the consumer has a high level of awareness and familiarity with the brand and holds
some strong, favorable, and unique brand associations in memory. In some cases, brand awareness
alone is enough to create favorable consumer response; for example, in low-involvement decisions when
consumers are willing to base their choices on mere familiarity. In most other cases, however, the
strength, favorability, and uniqueness of brand associations play a critical role in determining the dif-
ferential response that makes up brand equity. If customers perceive the brand as only representative
of the product or service category, then they’ll respond as if the offering were unbranded.

Thus marketers must also convince consumers that there are meaningful differences among brands.
Consumers must not think all brands in the category are the same. Establishing a positive brand image in
consumer memory—strong, favorable, and unique brand associations—goes hand-in-hand with creating
brand awareness to build customer-based brand equity. Let’s look at both these sources of brand equity.

Brand Awareness
Brand awareness consists of brand recognition and brand recall performance:

* Brand recognition is consumers’ ability to confirm prior exposure to the brand when given
the brand as a cue. In other words, when they go to the store, will they be able to recognize
the brand as one to which they have already been exposed?

* Brand recall is consumers’ ability to retrieve the brand from memory when given the product
category, the needs fulfilled by the category, or a purchase or usage situation as a cue. In other
words, consumers’ recall of Kellogg’s Corn Flakes will depend on their ability to retrieve the
brand when they think of the cereal category or of what they should eat for breakfast or a snack,
whether at the store when making a purchase or at home when deciding what to eat.
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If research reveals that many consumer decisions are made at the point of purchase, where
the brand name, logo, packaging, and so on will be physically present and visible, then brand
recognition will be important. If consumer decisions are mostly made in settings away from the
point of purchase, on the other hand, then brand recall will be more important.12 For this reason,
creating brand recall is critical for service and online brands: Consumers must actively seek the
brand and therefore be able to retrieve it from memory when appropriate.

Note, however, that even though brand recall may be less important at the point of purchase,
consumers’ brand evaluations and choices will still often depend on what else they recall about
the brand given that they are able to recognize it there. As is the case with most information in
memory, we are generally more adept at recognizing a brand than at recalling it.

Advantages of Brand Awareness. What are the benefits of creating a high level of brand
awareness? There are three—learning advantages, consideration advantages, and choice advantages.

Learning Advantages: Brand awareness influences the formation and strength of the associa-
tions that make up the brand image. To create a brand image, marketers must first establish a
brand node in memory, the nature of which affects how easily the consumer learns and stores
additional brand associations. The first step in building brand equity is to register the brand in the
minds of consumers. If the right brand elements are chosen, the task becomes easier.

Consideration Advantages: Consumers must consider the brand whenever they are making
a purchase for which it could be acceptable or fulfilling a need it could satisfy. Raising brand
awareness increases the likelihood that the brand will be a member of the consideration set, the
handful of brands that receive serious consideration for purchase.'? Much research has shown
that consumers are rarely loyal to only one brand but instead have a set of brands they would
consider buying and another—possibly smaller—set of brands they actually buy on a regular
basis. Because consumers typically consider only a few brands for purchase, making sure that the
brand is in the consideration set also makes other brands less likely to be considered or recalled.'*

Choice Advantages: The third advantage of creating a high level of brand aware-
ness is that it can affect choices among brands in the consideration set, even if there are
essentially no other associations to those brands.!> For example, consumers have
been shown to adopt a decision rule in some cases to buy only more familiar, well-
established brands.'® Thus, in low-involvement decision settings, a minimum level of brand
awareness may be sufficient for product choice, even in the absence of a well-formed attitude.!”

One influential model of attitude change and persuasion, the elaboration-likelihood
model, is consistent with the notion that consumers may make choices based on brand
awareness considerations when they have low involvement. Low involvement results when
consumers lack either purchase motivation (they don’t care about the product or service) or
purchase ability (they don’t know anything else about the brands in a ceuegory).18

1. Consumer purchase motivation: Although products and brands may be critically impor-
tant to marketers, choosing a brand in many categories is not a life-or-death decision for
most consumers. For example, despite millions of dollars spent in TV advertising over
the years to persuade consumers of product differences, 40 percent of consumers in one
survey believed all brands of gasoline were about the same or did not know which brand
was best. A lack of perceived differences among brands in a category is likely to leave
consumers unmotivated about the choice process.

2. Consumer purchase ability: Consumers in some product categories just do not have the nec-
essary knowledge or experience to judge product quality even if they so desired. The obvious
examples are products with a high degree of technical sophistication, like telecommunica-
tions equipment with state-of-the-art features. But consumers may be unable to judge quality
even in low-tech categories. Consider the college student who has not really had to cook or
clean before, shopping the supermarket aisles in earnest for the first time, or a new manager
forced to make an expensive capital purchase for the first time. The reality is that product
quality is often highly ambiguous and difficult to judge without a great deal of prior experi-
ence and expertise. In such cases, consumers will use whatever shortcut or heuristic they can
come up with to make their decisions in the best manner possible. Sometimes they simply
choose the brand with which they are most familiar and aware.
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Establishing Brand Awareness. How do you create brand awareness? In the abstract, creat-
ing brand awareness means increasing the familiarity of the brand through repeated exposure,
although this is generally more effective for brand recognition than for brand recall. That is, the
more a consumer “‘experiences” the brand by seeing it, hearing it, or thinking about it, the more
likely he or she is to strongly register the brand in memory.

Thus, anything that causes consumers to experience one of a brand’s element—its name,
symbol, logo, character, packaging, or slogan, including advertising and promotion, sponsor-
ship and event marketing, publicity and public relations, and outdoor advertising—can increase
familiarity and awareness of that brand element. And the more elements marketers can reinforce,
usually the better. For instance, in addition to its name, Intel uses the “Intel Inside” logo and its
distinctive symbol as well as its famous four-note jingle in TV ads to enhance awareness.

Repetition increases recognizability, but improving brand recall also requires linkages
in memory to appropriate product categories or other purchase or consumption cues. A slo-
gan or jingle creatively pairs the brand and the appropriate cues (and, ideally, the brand
positioning as well, helping build a positive brand image). Other brand elements like logos,
symbols, characters, and packaging can also aid recall.

The way marketers pair the brand and its product category, such as with an advertising slogan,
helps determine the strength of product category links. For brands with strong category associations,
like Ford cars, the distinction between brand recognition and recall may not matter much—consumers
thinking of the category are likely to think of the brand. In competitive markets or when the brand is
new to the category, it is more important to emphasize category links in the marketing program. Strong
links between the brand and the category or other relevant cues may become especially important over
time if the product meaning of the brand changes through brand extensions, mergers, or acquisitions.

GANNETT

In March 2011, Gannett launched its first nationwide branding and advertising campaign, themed “It's All
Within Reach.” The company traces its origins to a small newspaper in Elmira, NY, in 1906 and over the
decades has grown into a leading international media and marketing solutions company. Gannett’s media
properties include USA TODAY; 81 U.S. community newspapers (such as the Arizona Republic, Indianapolis
Star, and Detroit Free Press); 23 broadcasting stations; over 100 digital properties; Point Roll, an industry
leader in rich media advertising solutions; Career Builder, the nation’s top employment site; and Captivate,
a digital programming and advertising network with nearly 10,000 elevator and lobby screens in about
1,000 buildings. Then-Chairman and CEO Craig Dubow explained the campaign as, “Today, Gannett
offers consumers and businesses everything they need to connect and engage with what matters most to
them—anywhere, anytime and on every platform. It's important for our brand to reflect and promote our
company as it is today and the tremendous value we bring.”'®

As part of its media expansion beyond newspapers,
Gannett now offers lobby and elevator advertising via
its Captivate service.

Source: Captivate Network
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Many marketers have attempted to create brand awareness through so-called shock adver-
tising, using bizarre themes. For example, at the height of the dot-com boom, online retailer
Outpost.com used ads featuring gerbils shot from cannons, wolverines attacking marching bands,
and preschoolers having the brand name tattooed on their foreheads. The problem with such ap-
proaches is that they invariably fail to create strong category links because the product is just not
prominent enough in the ad. They also can generate a fair amount of ill will. Often coming across
as desperate measures, they rarely provide a foundation for long-term brand equity. In the case of
Outpost.com, most potential customers did not have a clue what the company was about.

Brand Image

Creating brand awareness by increasing the familiarity of the brand through repeated exposure
(for brand recognition) and forging strong associations with the appropriate product category or
other relevant purchase or consumption cues (for brand recall) is an important first step in build-
ing brand equity. Once a sufficient level of brand awareness is created, marketers can put more
emphasis on crafting a brand image.

FRENZ HOTEL

To create a positive brand image, Frenz Hotel needed to sufficiently develop its brand awareness. Frenz Hotel,
founded in 2010, is a Malaysian boutique hotel in Kuala Lumpur that has 86 boutique-style rooms and
suites. It aims to combine elegance, modern technology, and luxury. The motto “Where Guests Become
Friends,” is aimed not only at local customers with medium- to higher-income levels, but also at leisure
and business travelers. Although the hotel has won awards, such as TripAdvisor’s “2012 Travelers’ Choice
Award,” customer brand awareness of this hotel is still relatively low. The hotel has taken a step in the
right direction by introducing itself to Facebook, a move that will encourage close links with fans and help
spread its name. In addition to social networking sites, Frenz Hotel has also become involved with transit
advertising using local taxis. The tagline, “Stay with Frenz,” has been displayed on the back of selected
taxis in Kuala Lumpur. The attractive layout of the ad aims to catch the attention of potential customers.
As of March 2012, Frenz Hotel’s revenue has increased by 15 percent compared to 2011 totals; guests
now need to make their bookings at least a week in advance due to high demand.?°

Since opening in 2010, Frenz Hotel, in Kuala-Lumpur,
has generated positive brand awareness through a
series of different marketing techniques.

Source: Photo courtesy of Wood Star Hotel Sdn. Bhd.
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Creating a positive brand image takes marketing programs that link strong, favorable, and
unique associations to the brand in memory. Brand associations may be either brand attributes or
benefits. Brand attributes are those descriptive features that characterize a product or service.
Brand benefits are the personal value and meaning that consumers attach to the product or
service attributes.

Consumers form beliefs about brand attributes and benefits in different ways. The definition
of customer-based brand equity, however, does not distinguish between the source of brand asso-
ciations and the manner in which they are formed; all that matters is their strength, favorability,
and uniqueness. This means that consumers can form brand associations in a variety of ways
other than marketing activities: from direct experience; online surfing; through information from
other commercial or nonpartisan sources such as Consumer Reports or other media vehicles;
from word of mouth; and by assumptions or inferences consumers make about the brand itself,
its name, logo, or identification with a company, country, channel of distribution, or person,
place, or event.

Marketers should recognize the influence of these other sources of information by both
managing them as well as possible and by adequately accounting for them in designing commu-
nication strategies. Consider how The Body Shop originally built its brand equity.

THE BODY SHOP

The Body Shop successfully created a global brand image without using conventional advertising. Its
strong associations to personal care and environmental concern occurred through its products (natural
ingredients only, never tested on animals), packaging (simple, refillable, recyclable), merchandising (de-
tailed point-of-sale posters, brochures, and displays), staff (encouraged to be enthusiastic and informative
concerning environmental issues), sourcing policies (using small local producers from around the world),
social action program (requiring each franchisee to run a local community program), and public relations
programs and activities (taking visible and sometimes outspoken stands on various issues).?’

Body Shop built a strong brand without extensive use of advertising.
Source: Convery flowers/Alamy

In short, to create the differential response that leads to customer-based brand equity, mar-
keters need to make sure that some strongly held brand associations are not only favorable but
also unique and not shared with competing brands. Unique associations help consumers choose
the brand. To choose which favorable and unique associations to strongly link to the brand,
marketers carefully analyze the consumer and the competition to determine the best positioning
for the brand. Let’s consider some factors that, in general, affect the strength, favorability, and
uniqueness of brand associations.
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Strength of Brand Associations. The more deeply a person thinks about product informa-
tion and relates it to existing brand knowledge, the stronger the resulting brand associations will
be. Two factors that strengthen association to any piece of information are its personal relevance
and the consistency with which it is presented over time. The particular associations we recall
and their salience will depend not only on the strength of association, but also on the retrieval
cues present and the context in which we consider the brand.

In general, direct experiences create the strongest brand attribute and benefit associations
and are particularly influential in consumers’ decisions when they accurately interpret them.
Word-of-mouth is likely to be particularly important for restaurants, entertainment, banking, and
personal services. Starbucks, Google, Red Bull, and Amazon are all classic examples of com-
panies that created amazingly rich brand images without the benefit of intensive advertising
programs. Mike’s Hard Lemonade sold its first 10 million cases without any advertising because
it was a “discovery” brand fueled by word-of-mouth.??

On the other hand, company-influenced sources of information, such as advertising, are
often likely to create the weakest associations and thus may be the most easily changed. To
overcome this hurdle, marketing communication programs use creative communications that
cause consumers to elaborate on brand-related information and relate it appropriately to existing
knowledge. They expose consumers to communications repeatedly over time, and ensure that
many retrieval cues are present as reminders.

Favorability of Brand Associations. Marketers create favorable brand associations by
convincing consumers that the brand possesses relevant attributes and benefits that satisfy their
needs and wants, such that they form positive overall brand judgments. Consumers will not hold all
brand associations to be equally important, nor will they view them all favorably or value them all
equally across different purchase or consumption situations. Brand associations may be situation-
or context-dependent and vary according to what consumers want to achieve in that purchase or
consumption decision.>* An association may thus be valued in one situation but not another.?*

For example, the associations that come to mind when consumers think of FedEx may be
“fast,” “reliable,” and “convenient,” with “purple and orange packages.” The color of the packag-
ing may matter little to most consumers when actually choosing an overnight delivery service,
although it may perhaps play an important brand awareness function. Fast, reliable, and conve-
nient service may be more important, but even then only under certain situations. A consumer
who needs delivery only “as soon as possible” may consider less expensive options, like USPS
Priority Mail, which may take one to two days.

Uniqueness of Brand Associations. The essence of brand positioning is that the brand has
a sustainable competitive advantage or “unique selling proposition” that gives consumers a com-
pelling reason why they should buy it.>> Marketers can make this unique difference explicit
through direct comparisons with competitors, or they may highlight it implicitly. They may base
it on performance-related or non-performance-related attributes or benefits.

Although unique associations are critical to a brand’s success, unless the brand faces no
competition, it will most likely share some associations with other brands. One function of
shared associations is to establish category membership and define the scope of competition
with other products and services.?®

A product or service category can also share a set of associations that include specific be-
liefs about any member in the category, as well as overall attitudes toward all members in the
category. These beliefs might include many of the relevant performance-related attributes for
brands in the category, as well as more descriptive attributes that do not necessarily relate to
product or service performance, like the color of a product, such as red for ketchup.

Consumers may consider certain attributes or benefits prototypical and essential to all
brands in the category, and a specific brand an exemplar and most representative.27 For
example, they might expect a running shoe to provide support and comfort and to be built
well enough to withstand repeated wearings, and they may believe that Asics, New Balance,
or some other leading brand best represents a running shoe. Similarly, consumers might
expect an online retailer to offer easy navigation, a variety of offerings, reasonable shipping
options, secure purchase procedures, responsive customer service, and strict privacy guide-
lines, and they may consider L.L. Bean or some other market leader to be the best example
of an online retailer.
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Because the brand is linked to the product category, some category associations may
also become linked to the brand, either specific beliefs or overall attitudes. Product category
attitudes can be a particularly important determinant of consumer response. For example, if
a consumer thinks that all brokerage houses are basically greedy and that brokers are in it
for themselves, then he or she probably will have similarly unfavorable beliefs about and
negative attitudes toward any particular brokerage house, simply by virtue of its member-
ship in the category.

Thus, in almost all cases, some product category associations will be shared with all brands
in the category. Note that the strength of the brand associations to the product category is an
important determinant of brand awareness.*®

IDENTIFYING AND ESTABLISHING BRAND POSITIONING

Having developed the CBBE concept in some detail as background, we next outline how mar-
keters should approach brand positioning.

Basic Concepts

Brand positioning is at the heart of marketing strategy. It is the “act of designing the company’s
offer and image so that it occupies a distinct and valued place in the target customer’s minds.*%’
As the name implies, positioning means finding the proper “location” in the minds of a group
of consumers or market segment, so that they think about a product or service in the “right”
or desired way to maximize potential benefit to the firm. Good brand positioning helps guide
marketing strategy by clarifying what a brand is all about, how it is unique and how it is similar
to competitive brands, and why consumers should purchase and use it.

Deciding on a positioning requires determining a frame of reference (by identifying the target
market and the nature of competition) and the optimal points-of-parity and points-of-difference
brand associations. In other words, marketers need to know (1) who the target consumer is,
(2) who the main competitors are, (3) how the brand is similar to these competitors, and (4) how
the brand is different from them. We’ll talk about each of these.

Target Market

Identifying the consumer target is important because different consumers may have different
brand knowledge structures and thus different perceptions and preferences for the brand. With-
out this understanding, it may be difficult for marketers to say which brand associations should
be strongly held, favorable, and unique. Let’s look at defining and segmenting a market and
choosing target market segments.

A market is the set of all actual and potential buyers who have sufficient interest in, income
for, and access to a product. Market segmentation divides the market into distinct groups of
homogeneous consumers who have similar needs and consumer behavior, and who thus require
similar marketing mixes. Market segmentation requires making trade-offs between costs and
benefits. The more finely segmented the market, the more likely that the firm will be able to
implement marketing programs that meet the needs of consumers in any one segment. That
advantage, however, can be offset by the greater costs of reduced standardization.

Segmentation Bases. Figures 2-3 and 2-4 display some possible segmentation bases for
consumer and business-to-business markets, respectively. We can classify these bases as de-
scriptive or customer-oriented (related to what kind of person or organization the customer
is), or as behavioral or product-oriented (related to how the customer thinks of or uses the
brand or product).

Behavioral segmentation bases are often most valuable in understanding branding issues
because they have clearer strategic implications. For example, defining a benefit segment makes
it clear what should be the ideal point-of-difference or desired benefit with which to establish the
positioning. Take the toothpaste market. One research study uncovered four main segments:30

1. The sensory segment: Seeking flavor and product appearance
2. The sociables: Seeking brightness of teeth

3. The worriers: Seeking decay prevention

4. The independent segment: Seeking low price
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FIGURE 2-3
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Bases

FIGURE 2-4
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Given this market segmentation scheme, marketing programs could be put into place to
attract one or more segments. For example, Close-Up initially targeted the first two segments,
whereas Crest primarily concentrated on the third. Taking no chances, Aquafresh was introduced
to go after all three segments, designing its toothpaste with three stripes to dramatize each of the
three product benefits. With the success of multipurpose toothpastes such as Colgate Total, virtu-
ally all brands now offer products that emphasize multiple performance benefits.

Other segmentation approaches build on brand loyalty in some way. The classic “funnel”
model traces consumer behavior in terms of initial awareness through brand-most-often-used.
Figure 2-5 shows a hypothetical pattern of results. For the purposes of brand building, market-
ers want to understand both (1) the percentage of target market that is present at each stage and
(2) factors facilitating or inhibiting the transition from one stage to the next. In the hypothetical
example, a key bottleneck appears to be converting those consumers who have ever tried the
brand to those who recently tried, as less than half (46 percent) “convert.” To convince more
consumers to consider trying the brand again, marketers may need to raise brand salience or
make the brand more acceptable in the target consumer’s repertoire.

Marketers often segment consumers by their behavior. For example, a firm may target a cer-
tain age group, but the underlying reason is that they are particularly heavy users of the product,
are unusually brand loyal, or are most likely to seek the benefit the product is best able to deliver.
Nestlé’s Yorkie chocolate is boldly marketed in the U.K. as “It is Not For Girls” because the
chunky bar is thought to appeal more to men.

In some cases, however, broad demographic descriptors may mask important underlying dif-
ferences.3! A fairly specific target market of “women aged 40 to 49” may contain a number of very
different segments who require totally different marketing mixes (think Celine Dion vs. Courtney
Love). Baby boomers are difficult to segment based on the size of the generation and individual
views on aging. Age Wave, a consulting firm, created four segments for post-retirement consum-
ers: “ageless explorers,” “comfortably contents,” “live for todays,” and “sick and tireds.”32

The main advantage of demographic segmentation bases is that the demographics of tra-
ditional media vehicles are generally well known from consumer research; as a result, it has
been easier to buy media on that basis. With the growing importance of digital and nontradi-
tional media and other forms of communication as well as the capability to build databases to
profile customers on a behavioral and media usage basis, however, this advantage has become
less important. For example, online Web sites can now target such previously hard-to-reach
markets as African Americans (BlackPlanet.com), Hispanics (Quepasa.com), Asian Americans
(AsianAvenue.com), college students (teen.com), and gays (gay.com).
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Criteria. A number of criteria have been offered to guide segmentation and target market deci-
sions, such as the following:33

* Identifiability: Can we easily identify the segment?

* Size: Is there adequate sales potential in the segment?

* Accessibility: Are specialized distribution outlets and communication media available to
reach the segment?

* Responsiveness: How favorably will the segment respond to a tailored marketing program?

The obvious overriding consideration in defining market segments is profitability. In many cases,
profitability can be related to behavioral considerations. Developing a segmentation scheme with di-
rect customer lifetime value perspectives can be highly advantageous. To improve the long-term prof-
itability of their customer base, drugstore chain CVS considered the role of beauty products for its
customers at three distinct stages of life, producing the following hypothetical profiles or personas:>*

* Caroline, a single 20-something, is relatively new to her career and still has an active social
life. She is an extremely important beauty customer who visits the chain once a week. Her
favorite part of shopping is getting new beauty products, and she looks to CVS to help her
cultivate her look at a price she can afford.

* Caroline will grow into Vanessa, the soccer mom with three children; she may not be as
consumed with fashion as she once was, but preserving her youthful appearance is definitely
still a major priority. She squeezes in trips to the store en route to or from work or school,
and convenient features such as drive-through pharmacies are paramount for Vanessa.

* Vanessa becomes Sophie. Sophie isn’t much of a beauty customer, but she is CVS’s most
profitable demographic—a regular pharmacy customer who actively shops the front of the
store for key OTC items.

Nature of Competition

At least implicitly, deciding to target a certain type of consumer often defines the nature of
competition, because other firms have also decided to target that segment in the past or plan to
do so in the future, or because consumers in that segment already may look to other brands in
their purchase decisions. Competition takes place on other bases, of course, such as channels of
distribution. Competitive analysis considers a whole host of factors—including the resources,
capabilities, and likely intentions of various other firms—in order for marketers to choose
markets where consumers can be profitably served.>>

Source: GABRIEL BOUYS/AFP/Getty Images/Newscom Source: ZUMA Press/Newscom

FIGURE 2-5

Hypothetical Examples
of Funnel Stages and
Transitions
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Indirect Competition. One lesson stressed by many marketing strategists is not to define
competition too narrowly. Research on noncomparable alternatives suggests that even if a brand
does not face direct competition in its product category, and thus does not share performance-
related attributes with other brands, it can still share more abstract associations and face indirect
competition in a more broadly defined product category.36

Competition often occurs at the benefit level rather than the attribute level. Thus, a luxury
good with a strong hedonic benefit like stereo equipment may compete as much with a vacation
as with other durable goods like furniture. A maker of educational software products may be
implicitly competing with all other forms of education and entertainment, such as books, videos,
television, and magazines. For these reasons, branding principles are now being used to market a
number of different categories as a whole—for example, banks, furniture, carpets, bowling, and
trains, to name just a few.

Unfortunately, many firms narrowly define competition and fail to recognize the most com-
pelling threats and opportunities. For example, sales in the apparel industry often have been
stagnant in recent years as consumers have decided to spend on home furnishings, electronics,
and other products that better suit their lifestyle.?” Leading clothing makers may be better off
considering the points-of-differences of their offerings not so much against other clothing labels
as against other discretionary purchases.

As Chapter 3 outlines, products are often organized in consumers’ minds in a hierarchical
fashion, meaning that marketers can define competition at a number of different levels. Take
Fresca, a grapefruit-flavored soft drink, as an example: At the product type level, it competes
with non-cola-flavored soft drinks; at the product category level, it competes with all soft drinks;
and at the product class level, it competes with all beverages.

Multiple Frames of Reference. Tt is not uncommon for a brand to identify more than one
frame of reference. This may be the result of broader category competition or the intended fu-
ture growth of a brand, or it can occur when the same function can be performed by different
types of products. For example, Canon EOS Rebel digital cameras compete with digital cam-
eras from Nikon, Kodak, and others, but also with photo-taking cell phones. Their advantages
against cell phones—such as easy photo sharing on social networks like Facebook or the ability
to shoot high-definition video for sharing—would not necessarily be an advantage at all against
other digital camera brands.®

As another example, Starbucks can define very distinct sets of competitors, which would
suggest very different POPs and PODs as a result:

1. Quick-serve restaurants and convenience shops (McDonald’s and Dunkin’ Donuts). In-
tended PODs might be quality, image, experience, and variety; intended POPs might be
convenience and value.

2. Supermarket brands for home consumption (Nescafé and Folger’s). Intended PODs might
be quality, image, experience, variety, and freshness; intended POPs might be convenience
and value.

3. Local cafés. Intended PODs might be convenience and service quality; intended POPs
might be quality, variety, price, and community.

Note that some POPs and PODs are shared across competitors; others are unique to a particular
competitor. Under such circumstances, marketers have to decide what to do. There are two main
options. Ideally, a robust positioning could be developed that would be effective across the multiple
frames somehow. If not, then it is necessary to prioritize and choose the most relevant set of competi-
tors to serve as the competitive frame. One thing that is crucial though is to be careful to not try to be
all things to all people—that typically leads to ineffective “lowest common denominator” positioning.

Finally, note that if there are many competitors in different categories or subcategories, it
may be useful to either develop the positioning at the categorical level for all relevant categories
(“‘quick-serve restaurants” or “supermarket take-home coffee” for Starbucks) or with an exem-
plar from each category (McDonald’s or Nescafé for Starbucks).

Points-of-Parity and Points-of-Difference

The target and competitive frame of reference chosen will dictate the breadth of brand aware-
ness and the situations and types of cues that should become closely related to the brand.
Once marketers have fixed the appropriate competitive frame of reference for positioning by
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defining the customer target market and the nature of competition, they can define the basis
of the positioning itself. Arriving at the proper positioning requires establishing the correct
points-of-difference and points-of-parity associations.

Points-of-Difference Associations. Points-of-difference (PODs) are formally defined as
attributes or benefits that consumers strongly associate with a brand, positively evaluate, and
believe that they could not find to the same extent with a competitive brand.* Although myriad
different types of brand associations are possible, we can classify candidates as either functional,
performance-related considerations or as abstract, imagery-related considerations.

Consumers’ actual brand choices often depend on the perceived uniqueness of brand associa-
tions. Swedish retailer Ikea took a luxury product—home furnishings and furniture—and made it a
reasonably priced alternative for the mass market. Ikea supports its low prices by having customers
serve themselves and deliver and assemble their own purchases. Ikea also gains a point-of-difference
through its product offerings. As one commentator noted, “Ikea built their reputation on the notion
that Sweden produces good, safe, well-built things for the masses. They have some of the most inno-
vative designs at the lowest cost out there™* As another example, consider Subaru.

SUBARU

By 1993, Subaru was selling only 104,000 cars annually in the United States, down 60 percent from its
earlier peak. Cumulative U.S. losses approached $1 billion. Advertised as “Inexpensive and Built to Stay
That Way,” Subaru was seen as a me-too car that was undifferentiated from Toyota, Honda, and all their
followers. To provide a clear, distinct image, Subaru decided to sell only all-wheel-drive in its passenger
cars. After upgrading its luxury image—and increasing its price—Subaru sold over 187,000 cars by 2004.
Even more recently, the company launched its “Share the Love” ad campaign, which focused on the fun,
adventure, and experiences the vehicles afford and the strong passion and loyalty its customers have for
the brand. With its “Share the Love Event,” Subaru created a cause program in which it donates to one
of five charities a customer can designate when he or she leases or buys a new car. Subaru’s unique emo-
tional play for relatively upscale buyers who value freedom and frugality paid off in the 2008-2010 reces-
sion, when it bucked the industry tide to experience record sales. !

share the love

-

EVENT

=

——

Get a great deal and support a great cause. Gat a great deal on any new Subaru QSI—IEAHU\
and we'l donate 250 to your choice of five charities. Now through January 3, 2012 Confidence in Motion

Once Subaru clarified its positioning as a rugged luxury car that drivers loved, sales took off.
Source: Subaru of America, Inc.

Points-of-difference may rely on performance attributes (Hyundai provides six front and back
seat “side curtain” airbags as standard equipment on all its models for increased safety) or perfor-
mance benefits (Magnavox’s electronic products have “consumer-friendly” technological features,
such as television sets with “Smart Sound” to keep volume levels constant while flipping through
channels and commercial breaks, and “Smart Picture” to automatically adjust picture settings to
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FIGURE 2-6

Examples of Negatively
Correlated Attributes
and Benefits

optimal levels). In other cases, PODs come from imagery associations (the luxury and status imagery
of Louis Vuitton or the fact that British Airways is advertised as the “world’s favourite airline”). Many
top brands attempt to create a point-of-difference on “overall superior quality,” whereas other firms
become the “low-cost provider” of a product or service.

Thus, a host of different types of PODs are possible. PODs are generally defined in terms
of consumer benefits. These benefits often have important underlying “proof points” or reasons
to believe (RTBs). These proof points can come in many forms: functional design concerns
(a unique shaving system technology, leading to the benefit of a “closer electric shave”); key
attributes (a unique tread design, leading to the benefit of “safer tires”); key ingredients (contains
fluoride, leading to the benefit of “prevents dental cavities”); or key endorsements (recom-
mended by more audio engineers, leading to the benefit of “superior music fidelity™).** Having
compelling proof points and RTBs are often critical to the deliverability aspect of a POD.

Points-of-Parity Associations. Points-of-parity associations (POPs), on the other hand, are
not necessarily unique to the brand but may in fact be shared with other brands. There are three
types: category, competitive, and correlational.

Category points-of-parity represent necessary—but not necessarily sufficient—conditions
for brand choice. They exist minimally at the generic product level and are most likely at the ex-
pected product level. Thus, consumers might not consider a bank truly a “bank” unless it offered
a range of checking and savings plans; provided safety deposit boxes, traveler’s checks, and
other such services; and had convenient hours and automated teller machines. Category POPs
may change over time because of technological advances, legal developments, and consumer
trends, but these attributes and benefits are like “greens fees” to play the marketing game.

Competitive points-of-parity are those associations designed to negate competitors’ points-
of-difference. In other words, if a brand can “break even” in those areas where its competitors
are trying to find an advantage and can achieve its own advantages in some other areas, the brand
should be in a strong—and perhaps unbeatable—competitive position.

Correlational points-of-parity are those potentially negative associations that arise from
the existence of other, more positive associations for the brand. One challenge for marketers is
that many of the attributes or benefits that make up their POPs or PODs are inversely related.
In other words, in the minds of consumers, if your brand is good at one thing, it can’t be seen
as also good on something else. For example, consumers might find it hard to believe a brand
is “inexpensive” and at the same time “of the highest quality.” Figure 2-6 displays some other
examples of negatively correlated attributes and benefits.

Moreover, individual attributes and benefits often have both positive and negative aspects. A
long heritage could be seen as a positive attribute because it can suggest experience, wisdom, and ex-
pertise. On the other hand, it could be a negative attribute because it might imply being old-fashioned
and not contemporary and up-to-date. Below, we consider strategies to address these trade-offs.

Points-of-Parity versus Points-of-Difference. POPs are important because they can under-
mine PODs: unless certain POPs can be achieved to overcome potential weaknesses, PODs may
not even matter. For the brand to achieve a point-of-parity on a particular attribute or benefit, a
sufficient number of consumers must believe that the brand is “good enough” on that dimension.

There is a “zone” or “range of tolerance or acceptance” with POPs. The brand does not have
to be seen as literally equal to competitors, but consumers must feel that it does sufficiently well
on that particular attribute or benefit so that they do not consider it to be a negative or a problem.
Assuming consumers feel that way, they may then be willing to base their evaluations and deci-
sions on other factors potentially more favorable to the brand.

Low price vs. high quality
Taste vs. low calories
Nutritious vs. good tasting
Efficacious vs. mild
Powerful vs. safe

Strong vs. refined
Ubiquitous vs. exclusive
Varied vs. simple
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Points-of-parity are thus easier to achieve than points-of-difference, where the brand must
demonstrate clear superiority. Often, the key to positioning is not so much achieving a POD as
achieving necessary, competitive and correlational POPs.

POSITIONING GUIDELINES

The concepts of points-of-difference and points-of-parity can be invaluable tools to guide posi-
tioning. Two key issues in arriving at the optimal competitive brand positioning are (1) defining
and communicating the competitive frame of reference and (2) choosing and establishing points-
of-parity and points-of-difference.

Defining and Communicating the Competitive Frame of Reference

A starting point in defining a competitive frame of reference for a brand positioning is to deter-
mine category membership. With which products or sets of products does the brand compete?
As noted above, choosing to compete in different categories often results in different competi-
tive frames of reference and thus different POPs and PODs.

The product’s category membership tells consumers about the goals they might achieve
by using a product or service. For highly established products and services, category member-
ship is not a focal issue. Customers are aware that Coca-Cola is a leading brand of soft drink,
Kellogg’s Corn Flakes is a leading brand of cereal, McKinsey is a leading strategy consulting
firm, and so on.

There are many situations, however, in which it is important to inform consumers of a
brand’s category membership. Perhaps the most obvious is the introduction of new products,
where the category membership is not always apparent.

ANTABAX

Antabax is a Malaysian personal care brand that offers a range of antibacterial products. Antabax first
started with its three soap ranges: Shield, Gentle, and Balance. But the challenge for Antabax is to con-
vince customers that its products belong in the “hygiene care” category, the same category as some of
Antabax’s competitors: Lifebuoy, Protex, and Dettol. Despite the brand’s longevity, the company fears
that customers still don’t see its products as sitting within the health and hygiene category. By dubbing
them “Halal health care products,” Antabax has reformulated and repackaged its personal care products.
The company is also working on new schemes which aim to increase customer awareness. For instance,
it has introduced a new brand ambassador, Malaysian singer Ziana Zain, who is involved with the An-
tabax new range product launches and roadshows. It has also started an Antabax Facebook contest called
“2012—My Attribution Year For Others,” and has been promoting the Antabax family of products with
a "hygiene” concept in schools. Today, Antabax is the fastest growing brand within the bar and liquid
medicated category.*®

For Malaysian personal care brand Antabax, the challenge lies in positioning
itself within the “hygiene care” category and ensuring that customers view
the company as health promoters.

Source: Antabax — 24-Hour Antibacterial Protection
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Sometimes consumers know a brand’s category membership but may not be convinced the
brand is a true, valid member of the category. For example, consumers may be aware that Sony pro-
duces computers, but they may not be certain whether Sony Vaio computers are in the same “class”
as Dell, HP, and Lenovo. In this instance, it might be useful to reinforce category membership.

Brands are sometimes affiliated with categories in which they do not hold membership
rather than with the one in which they do. This approach is a viable way to highlight a brand’s
point-of-difference from competitors, provided that consumers know the brand’s actual mem-
bership. For example, Bristol-Myers Squibb ran commercials at one time for its Excedrin aspirin
acknowledging Tylenol’s perceived consumer acceptance for aches and pains, but touting the
Excedrin brand as “the Headache Medicine.” With this approach, however, it is important that
consumers understand what the brand is, and not just what it is not.

The preferred approach to positioning is to inform consumers of a brand’s membership
before stating its point-of-difference in relationship to other category members. Presumably,
consumers need to know what a product is and what function it serves before they can decide
whether it dominates the brands against which it competes. For new products, separate market-
ing programs are generally needed to inform consumers of membership and to educate them
about a brand’s point-of-difference. For brands with limited resources, this implies the devel-
opment of a marketing strategy that establishes category membership prior to one that states a
point-of-difference. Brands with greater resources can develop concurrent marketing programs,
one of which features membership and the other the point-of-difference. Efforts to inform con-
sumers of membership and points-of-difference in the same ad, however, are often not effective.

There are three main ways to convey a brand’s category membership: communicating cate-
gory benefits, comparing to exemplars, and relying on a product descriptor.

Communicating Category Benefits. To reassure consumers that a brand will deliver on the
fundamental reason for using a category, marketers frequently use benefits to announce category
membership. Thus, industrial motors might claim to have power, and analgesics might announce their
efficacy. These benefits are presented in a manner that does not imply brand superiority but merely
notes that the brand possesses them as a means to establish category POPs. Performance and imag-
ery associations can provide supporting evidence. A cake mix might attain membership in the cake
category by claiming the benefit of great taste and might support this benefit claim by possessing
high-quality ingredients (performance) or by showing users delighting in its consumption (imagery).

Exemplars. Well-known, noteworthy brands in a category can also be used as exemplars to
specify a brand’s category membership. When Tommy Hilfiger was an unknown designer, adver-
tising announced his membership as a great American designer by associating him with Geoffrey
Beene, Stanley Blacker, Calvin Klein, and Perry Ellis, who were recognized members of that category
at that time. The National Pork Board successfully advertised for over two decades that pork was “the
Other White Meat,” riding the coattails of the popularity of chicken in the process.**

Product Descriptor. The product descriptor that follows the brand name is often a very com-
pact means of conveying category origin. For example, USAir changed its name to US Airways,
according to CEO Stephen Wolf, as part of the airline’s attempted transformation from a re-
gional carrier with a poor reputation to a strong national or even international brand. The argu-
ment was that other major airlines had the word airlines or airways in their names rather than
air, which was felt to be typically associated with smaller, regional carriers.*> Consider these
two examples:

*  When Campbell’s launched its V-8 Splash beverage line, it deliberately avoided including the
word “carrot” in the brand name despite the fact that carrot was the main ingredient. The name

Although carrots were a ‘ ) . 46
primary ingredient, the was chosen to convey healthful benefits but to avoid the negative perception of carrots.
marketers of V8 Splash » California’s prune growers and marketers have attempted to establish an alternative name
deliberately avoided for their product, “dried plums,” because prunes were seen by the target market of 35- to
invoking the vegetable 50-year-old women as “a laxative for old people.*’

glstst(l::rll:t}aﬁi:i::;tigzen Establishing a brand’s category membership is usually not sufficient for effective brand

connotations. positioning. If many firms engage in category-building tactics, the result may even be consumer
Source: Campbell Soup confusion. For example, at the peak of the dot-com boom, Ameritrade, E¥TRADE, Datek, and
Company others advertised lower commission rates on stock trades than conventional brokerage firms.
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A sound positioning strategy requires marketers to specify not only the category but also how
the brand dominates other members of its category. Developing compelling points-of-difference
is thus critical to effective brand positioning.*®

Choosing Points-of-Difference

A brand must offer a compelling and credible reason for choosing it over the other options. In
determining whether an attribute or benefit for a brand can serve as point-of-difference, there are
three key considerations. The brand association must be seen as desirable, deliverable, and dif-
ferentiating. These three considerations for developing an optimal positioning align with the three
perspectives on which any brand must be evaluated, namely the consumer, the company, and the
competition. Desirability is determined from the consumer’s point of view, deliverability is based
on a company’s inherent capabilities, and differentiation is determined relative to the competitors.

To function as a POD, consumers ideally would see the attribute or benefit as highly impor-
tant, feel confident that the firm has the capabilities to deliver it, and be convinced that no other
brand could offer it to the same extent. If these three criteria are satisfied, the brand association
should have sufficient strength, favorability, and uniqueness to be an effective POD. Each of
these three criteria has a number of considerations, which we look at next.

Desirability Criteria. Target consumers must find the POD personally relevant and important.
Brands that tap into growing trends with consumers often find compelling PODs. For example,
Apple & Eve’s pure, natural fruit juices have ridden the wave of the natural foods movement to
find success in an increasingly health-minded beverage market.*’

Just being different is not enough—the differences must matter to consumers. For example,
at one time a number of brands in different product categories (colas, dishwashing soaps, beer, de-
odorants, gasoline) introduced clear versions of their products to better differentiate themselves.
The “clear” association has not seemed to be of enduring value or to be sustainable as a point-of-
difference. In most cases, these brands experienced declining market share or disappeared altogether.

Deliverability Criteria. The deliverability of an attribute or benefit brand association depends
on both a company’s actual ability to make the product or service (feasibility) as well as their
effectiveness in convincing consumers of their ability to do so (communicability), as follows:>°

*  Feasibility: Can the firm actually supply the benefit underlying the POD? The product and mar-
keting must be designed in a way to support the desired association. It is obviously easier to con-
vince consumers of some fact about the brand that they were unaware of or may have overlooked
than to make changes in the product and convince consumers of the value of these changes. As
noted above, perhaps the simplest and most effective approach is to point to a unique attribute of
the product as a proof point or reason-to-believe. Thus, Mountain Dew may argue that it is more
energizing than other soft drinks and support this claim by noting that it has a higher level of
caffeine. On the other hand, when the point-of-difference is abstract or image based, support for
the claim may reside in more general associations to the company that have been developed over
time. Thus, Chanel No. 5 perfume may claim to be the quintessential elegant, French perfume
and support this claim by noting the long association between Chanel and haute couture.

* Communicability: The key issue in communicability is consumers’ perceptions of the brand
and the resulting brand associations. It is very difficult to create an association that is not
consistent with existing consumer knowledge, or that consumers, for whatever reason, have
trouble believing in. What factual, verifiable evidence or “proof points” can marketers com-
municate as support, so that consumers will actually believe in the brand and its desired
associations? These “reasons-to-believe” are critical for consumer acceptance of a potential
POD. Any claims must pass legal scrutiny too. The makers of category leader POM Won-
derful 100% Pomegranate Juice have battled with the Federal Trade Commission over what
the FTC deems as “false and unsubstantiated claims” about treating or preventing heart
disease, prostate cancer, and erectile dysfunction.5 1

Differentiation Criteria. Finally, target consumers must find the POD distinctive and supe-
rior. When marketers are entering a category in which there are established brands, the challenge
is to find a viable, long-term basis for differentiation. Is the positioning preemptive, defensible,
and difficult to attack? Can the brand association be reinforced and strengthened over time? If
these are the case, the positioning is likely to last for years.
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Sustainability depends on internal commitment and use of resources as well as external
market forces. Before encountering tough economic times, Applebee’s strategy for leadership
in the casual dining restaurant business, in part, was to enter smaller markets where a second
major competitor might be unlikely to enter—hello Hays, Kansas! Although there are down-
sides to such a strategy—potentially smaller volume and lethal word-of-mouth from any service
snafus—competitive threats are minimal.>?

Establishing Points-of-Parity and Points-of-Difference

The key to branding success is to establish both points-of-parity and points-of-difference. Branding
Brief 2-1 describes how the two major U.S. political parties have applied basic branding and
positioning principles in their pursuit of elected office.

In creating both POPs and PODs, one of the challenges in positioning is the inverse relation-
ships that may exist in the minds of many consumers. Unfortunately, as noted above, consumers
typically want to maximize both the negatively correlated attributes and benefits. To make things
worse, competitors often are trying to achieve their point-of-difference on an attribute that is
negatively correlated with the point-of-difference of the target brand.

Much of the art and science of marketing is knowing how to deal with trade-offs, and posi-
tioning is no different. The best approach clearly is to develop a product or service that performs
well on both dimensions. Gore-Tex, for example, was able to overcome the seemingly conflict-
ing product image of “breathable” and “waterproof” through technological advances.

Several additional ways exist to address the problem of negatively correlated POPs and
PODs. The following three approaches are listed in increasing order of effectiveness—but also
increasing order of difficulty.

Separate the Attributes. An expensive but sometimes effective approach is to launch two
different marketing campaigns, each devoted to a different brand attribute or benefit. These cam-
paigns may run concurrently or sequentially. For example, Head & Shoulders met success in
Europe with a dual campaign in which one ad emphasized its dandruff removal efficacy while
another ad emphasized the appearance and beauty of hair after its use. The hope is that consum-
ers will be less critical when judging the POP and POD benefits in isolation, because the nega-
tive correlation might be less apparent. The downside is that two strong campaigns have to be
developed—not just one. Moreover, if the marketer does not address the negative correlation
head-on, consumers may not develop as positive an association as desired.

Leverage Equity of Another Entity. Brands can link themselves to any kind of entity that
possesses the right kind of equity—a person, other brand, event, and so forth—as a means to
establish an attribute or benefit as a POP or POD. Self-branded ingredients may also lend some
credibility to a questionable attribute in consumers’ minds.

SK-II, by Proctor & Gamble, is an excellent example of a brand “borrowing” or leveraging
the equity of well-known and respected celebrities to lend credibility to its differentiation: an
ability to clarify skin.

SK-II

SK-Il, a high quality skincare brand, was launched in 1980 by Proctor & Gamble (P&G) following its acquisition
of Max Factor. Sales then grew organically, to exceed $1 billion per annum. SK-II sells strongly in Asia, but the
brand has a global appeal.

The SK in SK-Il stands for “secret key,” with “Pitera” revealed as the secret to clear skin. Pitera forms natu-
rally in the yeast fermentation process, and comprises vitamins, amino acids, minerals, and organic acids, which
stimulate the skin’s renewal cycle. SK-IIl products have a strong yeasty odor, which coupled with the ingredients
and the story of how it was discovered, adds to the brand authenticity.

SK-Il advertises through testimonials from high-profile celebrities in which they share the special secret on
how they have crystal clear skin. The global brand appeal is mirrored in the international ambassador lineup:
Hollywood actress Cate Blanchett, Malaysian artist Lee Sinje, Japanese director Kaori Momoi, Hong Kong
model Qigi, and Singaporean model Sheila Sim. SK-IIl has successfully changed a negative attribute—poor skin
quality—into something that high-profile local celebrities are willing to discuss, as they have found a cure.>

Borrowing equity, however, is neither costless nor riskless. Chapter 7 reviews these consid-
erations in detail and outlines the pros and cons of leveraging equity.
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Positioning Politicians

The importance of marketing has not
been lost on politicians, and, although
there are a number of different ways to
interpret their words and actions, one
way to interpret campaign strategies is
from a branding perspective. For exam-
ple, consultants to political candidates
stress the importance of having “high
name ID"” or, in other words, a high level
of brand awareness. In major races, at
least 90 percent awareness is desired.
Consultants also emphasize “positives—
negatives”—voters’ responses when
asked whether they think positively or
negatively of a candidate. A 3:1 ratio
is desired (and 4:1 is even better). This
measure corresponds to brand attitude
in marketing terms.

The last three decades of presi-
dential campaigns are revealing about
the importance of properly position-
ing a politician. George H. W. Bush ran
a textbook presidential campaign in
1988. The objective was to move the
candidate to the center of the political spectrum and make
him a “safe” choice, and to move his Democratic opponent,
Massachusetts governor Michael Dukakis, to the left and make
him seem more liberal and a “risky” choice. Specific goals
were to create a point-of-difference on traditional Republican
issues such as defense, the economy (and taxes), and crime
and to create a point-of-parity—thus negating the opponent’s
point-of-difference—on traditional Democratic issues such as
the environment, education, and abortion rights. Having suc-
cessfully achieved these points-of-parity and points-of-differ-
ence in the minds of the voters, Bush won in a landslide.

Although the Republicans ran a nearly flawless campaign
in 1988, that was not the case in 1992. The new Democratic
candidate, Bill Clinton, was a fierce campaigner who ran a fo-
cused effort to create a key point-of-difference on one main
issue—the economy. Rather than attempting to achieve a
point-of-parity on this issue, Bush, who was running for reelec-
tion, campaigned on other issues such as family values. By con-
ceding a key point-of-difference to the Democrats and failing
to create a compelling one of their own, Bush and the Republi-
cans were defeated handily.

Failing to learn from their mistakes, the Republicans ran
a meandering campaign in 1996 that failed to achieve either
points-of-parity or points-of-difference. Not surprisingly, their
presidential candidate, Bob Dole, lost decisively to the incum-
bent Bill Clinton. The closeness of the 2000 election between
Al Gore and George W. Bush reflected the failure of either can-
didate to create a strong point-of-difference with the elector-
ate. There was a similarly tight election in 2004 because neither

CHANGE

WE CAN
BELIEVE IN

Barack Obama’s 2008 presidential campaign was a textbook classic of modern
marketing with a heavy dose of social media.

Source: Christopher Fitzgerald/CandidatePhotos/Newscom

George W. Bush nor John Kerry was successful at carving out a
strong position in voters’ minds.

The 2008 presidential election, however, was another
textbook application of branding as Barack Obama ran a very
sophisticated and modern marketing campaign. Republican can-
didate John McCain attempted to create a point-of-difference
on experience and traditional Republican values; Obama sought
to create a point-of-difference on new ideas and hope. Their
vice presidential choices helped shore up their needed points-of-
parity: Joe Biden for Obama offered trusted seniority; Sarah Palin
for McCain, albeit controversial, offered a younger, fresher voice.

The Obama campain team effectively hammered home his
message. Multimedia tactics combined offline and online me-
dia as well as free and paid media. In addition to traditional
print, broadcast, and outdoor ads, social media like Facebook,
Meetup, YouTube, and Twitter and long-form videos were em-
ployed so people could learn more about Obama and the pas-
sion others had about the candidate. Even Obama’s slogans
("Yes We Can” and “Change We Can Believe In”) and cam-
paign posters (the popular stencil portrait of Obama in solid
red, white, and pastel and dark shades of blue with the word
“PROGRESS,” “HOPE,” or “CHANGE" prominently below) be-
came iconic symbols, and Obama breezed to victory.

Sources: “Gore and Bush Are Like Classic Brands,” New York Times,
25 July 2000, B8; Michael Learmonth, “Social Media Paves Way to
White House,” Advertising Age, 30 March 2009, 16; Noreen O’Leary,
“GMBB,” AdweekMedia, 15 June 2009, 2; John Quelch, “The Mar-
keting of a President,” Harvard Business School Working Knowledge,
12 November 2008.
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Redefine the Relationship. Finally, another potentially powerful but often difficult way to
address the negative relationship between attributes and benefits in the minds of consumers is to
convince them that in fact the relationship is positive. Marketers can achieve this by providing
consumers with a different perspective and suggesting that they may be overlooking or ignoring
certain factors or other considerations. Apple offers another classic example.

APPLE

When Apple launched the Macintosh computer in the 1980s—back in the early days of personal computing—
its key point-of-difference was “user friendly.” Many consumers valued ease of use—especially those who
bought personal computers for the home—because in a pre-Windows world, the DOS PC operating sys-
tem was complex and clumsy. One drawback with that association for Apple, however, was that customers
who bought personal computers for business applications inferred that if a personal computer was easy
to use, then it also must not be very powerful—and power was a key choice consideration in the business
market. Recognizing this potential problem, Apple ran a clever ad campaign with the tag line “The Power
to Be Your Best,” in an attempt to redefine what being a powerful computer meant. The message behind
the ads was that because Apple was easy to use, people in fact did just that—they used them!—a simple
but important indication of “power.” In other words, the most powerful computers were ones that people
actually used.

Apple has worked hard through the years to convince consumers that its computer
products are powerful and easy to use.

Source: pcruciatti/Alamy

Although difficult to achieve, such a strategy can be powerful because the two associations
can become mutually reinforcing. The challenge is to develop a credible story with which con-
sumers can agree.

Straddle Positions

Occasionally, a company will be able to straddle two frames of reference with one set of points-
of-difference and points-of-parity. In these cases, the points-of-difference in one category become
points-of-parity in the other and vice-versa for points-of-parity. For example, Accenture defines itself
as the company that combines (1) strategic insight, vision, and thought leadership and (2) information
technology expertise in developing client solutions. This strategy permits points-of-parity with its two
main competitors, McKinsey and IBM, while simultaneously achieving points-of-difference. Spe-
cifically, Accenture has a point-of-difference on technology and execution with respect to McKinsey
and a point-of-parity on strategy and vision. The reverse is true with respect to IBM: technology and
execution are points-of-parity, but strategy and vision are points-of-difference. Another brand that has
successfully employed a straddle positioning is BMW.
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BMW

When BMW first made a strong competitive push into the U.S. market in the early 1980s, it positioned
the brand as being the only automobile that offered both luxury and performance. At that time, U.S.
luxury cars like Cadillac were seen by many as lacking performance, and U.S. performance cars like the
Chevy Corvette were seen as lacking luxury. By relying on the design of its cars, its German heritage,
and other aspects of a well-designed marketing program, BMW was able to simultaneously achieve
(1) a point-of-difference on performance and a point-of-parity on luxury with respect to luxury cars
and (2) a point-of-difference on luxury and a point-of-parity on performance with respect to perfor-
mance cars. The clever slogan, “The Ultimate Driving Machine,” effectively captured the newly created
umbrella category—Iuxury performance cars.

A FUSION OF ELEGANCE
AND POWER

THE ALL-NEW BMW 6 SERIES GRAN COUPE. W EfficlentDmemics

BMW’s “Ultimate Driving Machine” slogan nicely captures the brand’s dual features
of luxury and performance.

Source: BMW AG

While a straddle positioning often is attractive as a means of reconciling potentially con-
flicting consumer goals and creating a “best-of-both-worlds” solution, it also carries an extra
burden. If the points-of-parity and points-of-difference with respect to both categories are not
credible, consumers may not view the brand as a legitimate player in either category. Many early
PDAs that unsuccessfully tried to straddle categories ranging from pagers to laptop computers
provide a vivid illustration of this risk.

Updating Positioning over Time
The previous section described some positioning guidelines that are especially useful for launch-
ing a new brand. With an established brand, an important question is how often to update its
positioning. As a general rule, positioning should be fundamentally changed very infrequently,
and only when circumstances significantly reduce the effectiveness of existing POPs and PODs.
Positioning, however, will evolve over time to better reflect market opportunities or chal-
lenges. A point-of-difference or point-of-parity may be refined, added, or dropped as situations
dictate. One common market opportunity that often arises is the need to deepen the meaning
of the brand to permit further expansion—Iaddering. One common market challenge is how to
respond to competitive actions that threaten an existing positioning—reacting. We consider the
positioning implications of each in turn.

Laddering. Although identifying PODs to dominate competition on benefits that are important
to consumers provides a sound way to build an initial position, once the target market attains a ba-
sic understanding of how the brand relates to alternatives in the same category, it may be necessary
to deepen the meanings associated with the brand positioning. It is often useful to explore underly-
ing consumer motivations in a product category to uncover the relevant associations. For example,
Maslow’s hierarchy maintains that consumers have different priorities and levels of needs.>*
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From lowest to highest priority, they are as follows:

. Physiological needs (food, water, air, shelter, sex)

. Safety and security needs (protection, order, stability)
. Social needs (affection, friendship, belonging)

. Ego needs (prestige, status, self-respect)

. Self-actualization (self-fulfillment)

VB W N =

According to Maslow, higher-level needs become relevant once lower-level needs have been satisfied.
Marketers have also recognized the importance of higher-level needs. For example, means-
end chains have been devised as a way of understanding higher-level meanings of brand char-
acteristics. A means-end chain takes the following structure: attributes (descriptive features that
characterize a product) lead to benefits (the personal value and meaning attached to product at-
tributes), which, in turn, lead to values (stable and enduring personal goals or motivations).55

In other words, a consumer chooses a product that delivers an attribute (A) that provides benefits
or has certain consequences (B/C) that satisfy values (V). For example, in a study of salty snacks, one
respondent noted that a flavored chip (A) with a strong taste (A) would mean that she would eat less
(B/C), not get fat (B/C), and have a better figure (B/C), all of which would enhance her self-esteem (V).

Laddering thus progresses from attributes to benefits to more abstract values or motivations.
In effect, laddering repeatedly asks what the implication of an attribute or benefit is for the con-
sumer. Failure to move up the ladder may reduce the strategic alternatives available to a brand.>
For example, P&G introduced low-sudsing Dash detergent to attract consumers who used front-
loading washing machines. Many years of advertising Dash in this manner made this position
impenetrable by other brands. Dash was so associated with front-loaders, however, that when
this type of machine went out of fashion, so did Dash, despite the fact that it was among P&G’s
most effective detergents, and despite significant efforts to reposition the brand.

Some attributes and benefits may lend themselves to laddering more easily than others. For
example, the Betty Crocker brand appears on a number of different baking products and is char-
acterized by the physical warmth associated with baking. Such an association makes it relatively
easy to talk about emotional warmth and the joy of baking or the good feelings that might arise
from baking for others across a wide range of baking-related products.

Thus, some of the strongest brands deepen their points-of-difference to create benefit and
value associations, for example, Volvo and Michelin (safety and peace of mind), Intel (perfor-
mance and compatibility), Marlboro (western imagery), Coke (Americana and refreshment),
Disney (fun, magic, family entertainment), Nike (innovative products and peak athletic perfor-
mance), and BMW (styling and driving performance).

As a brand becomes associated with more and more products and moves up the product
hierarchy, the brand’s meaning will become more abstract. At the same time, it is important that
the proper category membership and POPs and PODs exist in the minds of consumers for any
particular products sold under the brand name, as discussed in Chapter 11.

Reacting. Competitive actions are often directed at eliminating points-of-difference to make
them points-of-parity or to strengthen or establish new points-of-difference. Often competitive
advantages exist for only a short period of time before competitors attempt to match them. For
example, when Goodyear introduced RunOnFlat tires (which allowed tires to keep going for up
to 50 miles at a speed of 55 mph after a tire puncture or blowout), Michelin quickly responded
with the Zero Pressure tire, which offered the same consumer benefit.

When a competitor challenges an existing POD or attempts to overcome a POP, there are essen-
tially three main options for the target brand—from no reaction to moderate to significant reactions.

* Do nothing. If the competitive actions seem unlikely to recapture a POD or create a new POD,
then the best reaction is probably to just stay the course and continue brand-building efforts.

* Go on the defensive. If the competitive actions appear to have the potential to disrupt the mar-
ket some, then it may be necessary to take a defensive stance. One way to defend the position-
ing is to add some reassurance in the product or advertising to strengthen POPs and PODs.

* Go on the offensive. If the competitive actions seem potentially quite damaging, then it
might be necessary to take a more aggressive stance and reposition the brand to address the
threat. One approach might be to launch a product extension or ad campaign that fundamen-
tally changes the meaning of the brand.
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A brand audit can help marketers assess the severity of the competitive threat and the
appropriate competitive stance, as described in Chapter 8.

Developing a Good Positioning

A few final comments are useful to help guide positioning efforts. First, a good positioning has
a “foot in the present” and a “foot in the future.” It needs to be somewhat aspirational so that the
brand has room to grow and improve. Positioning on the basis of the current state of the market
is not forward-looking enough; but, at the same time, the positioning cannot be so removed from
the current reality that it is essentially unobtainable. The real trick in positioning is to strike just
the right balance between what the brand is and what it could be.

Second, a good positioning is careful to identify all relevant points-of-parity. Too often mar-
keters overlook or ignore crucial areas where the brand is potentially disadvantaged to concen-
trate on areas of strength. Both are obviously necessary as points-of-difference will not matter
without the requisite points-of-parity. One good way to uncover key competitive points-of-parity
is to role play competitor’s positioning and infer their intended points-of-difference. Competi-
tor’s PODs will, in turn, become the brand’s POPs. Consumer research into the trade-offs in
decision-making that exist in the minds of consumers can also be informative.

Third, a good positioning should reflect a consumer point of view in terms of the benefits that
consumers derive from the brand. It is not enough to advertise that you are the “biggest selling
gasoline in the world”—as Shell Oil did once. An effective POD should make clear why that it so
desirable to consumers. In other words, what benefits would a consumer get from that unique attri-
bute? Does that mean Shell Oil is more convenient due to more locations, or perhaps able to charge
lower prices due to economies of scale? Those benefits, if evident, should become the basis for the
positioning, with the proof point or RTB being the attribute of “biggest selling gasoline.”

Finally, as we will develop in greater detail with the brand resonance model in the next
chapter, it is important that a duality exists in the positioning of a brand such that there are ratio-
nal and emotional components. In other words, a good positioning contains points-of-difference
and points-of-parity that appeal both to the “head” and the “heart.”

DEFINING A BRAND MANTRA

Brand positioning describes how a brand can effectively compete against a specified set of com-
petitors in a particular market. In many cases, however, brands span multiple product catego-
ries and therefore may have multiple distinct—yet related—positionings. As brands evolve and
expand across categories, marketers will want to craft a brand mantra that reflects the essential
“heart and soul” of the brand.

Brand Mantras

To better establish what a brand represents, marketers will often define a brand mantra.>’ A
brand mantra is a short, three- to five-word phrase that captures the irrefutable essence or spirit
of the brand positioning. It’s similar to “brand essence” or “core brand promise,” and its purpose
is to ensure that all employees and external marketing partners understand what the brand most
fundamentally is to represent to consumers so they can adjust their actions accordingly. For
example, McDonald’s brand philosophy of “Food, Folks, and Fun” nicely captures its brand es-
sence and core brand promise.

Brand mantras are powerful devices. They can provide guidance about what products to
introduce under the brand, what ad campaigns to run, and where and how the brand should be
sold. They may even guide the most seemingly unrelated or mundane decisions, such as the look
of a reception area and the way employees answer the phone. In effect, brand mantras create a
mental filter to screen out brand-inappropriate marketing activities or actions of any type that
may have a negative bearing on customers’ impressions of a brand.

Brand mantras help the brand present a consistent image. Any time a consumer or cus-
tomer encounters a brand—in any way, shape, or form—his or her knowledge about that brand
may change and affect the equity of the brand. Given that a vast number of employees come
into contact with consumers, either directly or indirectly, their words and actions should con-
sistently reinforce and support the brand meaning. Marketing partners like ad agency members
may not even recognize their role in influencing equity. The brand mantra signals its meaning
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and importance to the firm, as well as the crucial role of employees and marketing partners in its
management. It also provides memorable shorthand as to what are the crucial considerations of
the brand that should be kept most salient and top-of-mind.

Designing a Brand Mantra. What makes a good brand mantra? Two high-profile and suc-
cessful examples of brand mantras come from two powerful brands, Nike and Disney, as de-
scribed in Branding Briefs 2-2 and 2-3. Brand mantras must economically communicate what
the brand is and what it is not. The Nike and Disney examples show the power and utility of a
well-designed brand mantra. They also help suggest what might characterize a good brand man-
tra. Both examples are essentially structured the same way, with three terms, as follows:

Emotional Modifier Brand Function
Nike Authentic

Disney Fun

Descriptive Modifier
Athletic
Family

Performance

Entertainment

Nike Brand Mantra

A brand with a keen sense of what it represents to consum-
ers is Nike. Nike has a rich set of associations with consumers,
revolving around such considerations as its innovative product
designs, its sponsorships of top athletes, its award-winning ad-
vertising, its competitive drive, and its irreverent attitude. In-
ternally, Nike marketers adopted a three-word brand mantra
of “authentic athletic performance” to guide their marketing
efforts. Thus, in Nike's eyes, its entire marketing program—its
products and how they are sold—must reflect the key brand
values conveyed by the brand mantra.

Nike's brand mantra has had profound implications for
its marketing. In the words of ex-Nike marketing gurus Scott
Bedbury and Jerome Conlon, the brand mantra provided the
“intellectual guard rails” to keep the brand moving in the right
direction and to make sure it did not get off track somehow.
Nike's brand mantra has even affected product development.
Over the years, Nike has expanded its brand meaning from “run-
ning shoes” to “athletic shoes” to “athletic shoes and apparel”
to “all things associated with athletics (including equipment).”

Each step of the way, however, it has been guided by its
“authentic athletic performance” brand mantra. For example,
as Nike rolled out its successful apparel line, one important hur-
dle for the products was that they should be innovative enough
through material, cut, or design to truly benefit top athletes.
The revolutionary moisture-wicking technology of their Dri-Fit
apparel line left athletes drier and more comfortable as they
sweat. At the same time, the company has been careful to
avoid using the Nike name to brand products that did not fit
with the brand mantra, like casual “brown” shoes.

When Nike has experienced problems with its market-
ing program, they have often been a result of its failure to
figure out how to translate its brand mantra to the marketing
challenge at hand. For example, in going to Europe, Nike expe-
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Nike’s brand mantra of “authentic athletic performance”
is exemplified by athletes such as Roger Federer.

Source: Jean Catuffe, PacificCoastNews/Newscom

rienced several false starts until realizing that “authentic ath-
letic performance” has a different meaning over there and, in
particular, has to involve soccer in a major way. Similarly, Nike

stumbled in developing its All Conditions Gear (ACG) outdoors
shoes and clothing sub-brand, which attempted to translate its
brand mantra into a less competitive arena.
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Disney Brand Mantra

Disney developed its brand mantra
in response to its incredible growth
through licensing and product devel-
opment during the mid-1980s. In the
late 1980s, Disney became concerned
that some of its characters, like Mickey
Mouse and Donald Duck, were being
used inappropriately and becoming
overexposed. To investigate the sever-
ity of the problem, Disney undertook
an extensive brand audit. As part of a
brand inventory, it first compiled a list
of all Disney products that were avail-
able (licensed and company manufac-
tured) and all third-party promotions
(complete with point-of-purchase
displays and relevant merchandising)
from stores across the country and
all over the world. At the same time,
Disney launched a major consumer re-
search study—a brand exploratory—to
investigate how consumers felt about
the Disney brand.

The results of the brand inventory revealed some potentially
serious problems: the Disney characters were on so many prod-
ucts and marketed in so many ways that in some cases it was dif-
ficult to discern the rationale behind the deal to start with. The
consumer study only heightened Disney’s concerns. Because of
the broad exposure of the characters in the marketplace, many
consumers had begun to feel that Disney was exploiting its name.
In some cases, consumers felt that the characters added little
value to products and, worse yet, involved children in purchase
decisions that they would typically ignore.

Because of its aggressive marketing efforts, Disney had
written contracts with many of the “park participants” for
copromotions or licensing arrangements. Disney characters
were selling everything from diapers to cars to McDonald’s
hamburgers. Disney learned in the consumer study, however,
that consumers did not differentiate between all the product
endorsements. “Disney was Disney” to consumers, whether
they saw the characters in films, records, theme parks, or con-
sumer products. Consequently, all products and services that
used the Disney name or characters had an impact on Disney’s
brand equity. Consumers reported that they resented some of
these endorsements because they felt that they had a special,

Disney’s brand mantra of “fun family entertainment” gave marketers “guard rails” to
help avoid brand-inconsistent actions.
Source: ZHANG JUN/Xinhua/Photoshot/Newscom

personal relationship with the characters and with Disney that
should not be handled so carelessly.

As a result of the brand audit, Disney moved quickly to
establish a brand equity team to better manage the brand
franchise and more carefully evaluate licensing and other
third-party promotional opportunities. One of the mandates
of this team was to ensure that a consistentimage for Disney—
reinforcing its key brand associations—was conveyed by all
third-party products and services. To facilitate this supervi-
sion, Disney adopted an internal brand mantra of “fun
family entertainment” to serve as a screening device for pro-
posed ventures.

Opportunities that were not consistent with the brand
mantra—no matter how appealing—were rejected. For ex-
ample, Disney was approached to cobrand a mutual fund in
Europe that was designed as a way for parents to save for
the college expenses of their children. The opportunity was
declined despite the consistent “family” association, because
Disney believed that a connection with the financial commu-
nity or banking suggested other associations that were incon-
sistent with its brand image (mutual funds are rarely intended
to be entertaining!).

The brand functions term describes the nature of the product or service or the type of
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experiences or benefits the brand provides. It can range from concrete language that reflects
the product category itself, to more abstract notions (like Nike’s and Disney’s), where the
term relates to higher-order experiences or benefits that a variety of different products could
deliver. The descriptive modifier further clarifies its nature. Thus, Nike’s performance is not
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just any kind (not artistic performance, for instance) but only athletic performance; Disney’s
entertainment is not just any kind (not adult-oriented) but only family entertainment (and
arguably an additional modifier, “magical,” could add even more distinctiveness). Combined,
the brand function term and descriptive modifier help delineate the brand boundaries. Finally,
the emotional modifier provides another qualifier—how exactly does the brand provide ben-
efits and in what ways?

Brand mantras don’t necessarily have to follow this exact structure, but they should clearly
delineate what the brand is supposed to represent and therefore, at least implicitly, what it is not.
Several additional points are worth noting.

1. Brand mantras derive their power and usefulness from their collective meaning. Other
brands may be strong on one, or perhaps even a few, of the brand associations making up
the brand mantra. For the brand mantra to be effective, no other brand should singularly
excel on all dimensions. Part of the key to both Nike’s and Disney’s success is that for years,
no other competitor could really deliver on the promise suggested by their brand mantras as
well as they did.

2. Brand mantras typically are designed to capture the brand’s points-of-difference, that is,
what is unique about the brand. Other aspects of the brand positioning—especially the
brand’s points-of-parity—may also be important and may need to be reinforced in other
ways.

3. For brands facing rapid growth, a brand functions term can provide critical guidance
as to appropriate and inappropriate categories into which to extend. For brands in
more stable categories, the brand mantra may focus more on points-of-difference as ex-
pressed by the functional and emotional modifiers, perhaps not even including a brand
functions term.

Implementing a Brand Mantra. Brand mantras should be developed at the same time as
the brand positioning. As we’ve seen, brand positioning typically is a result of an in-depth
examination of the brand through some form of brand audit or other activities. Brand mantras
may benefit from the learning gained from those activities but, at the same time, require more
internal examination and involve input from a wider range of company employees and mar-
keting staff. Part of this internal exercise is actually to determine the different means by which
each and every employee currently affects brand equity, and how he or she can contribute in
a positive way to a brand’s destiny. The importance of internal branding is reinforced in The
Science of Branding 2-2.

Marketers can often summarize the brand positioning in a few sentences or a short para-
graph that suggests the ideal core brand associations consumers should hold. Based on these
core brand associations, a brainstorming session can attempt to identify PODs, POPs, and dif-
ferent brand mantra candidates. In the final brand mantra, the following considerations should
come into play:

*  Communicate: A good brand mantra should both define the category (or categories) of the
business to set the brand boundaries and clarify what is unique about the brand.

e Simplify: An effective brand mantra should be memorable. That means it should be short,
crisp, and vivid. A three-word mantra is ideal because it is the most economical way to con-
vey the brand positioning.

» [Inspire: 1deally, the brand mantra should also stake out ground that is personally meaning-
ful and relevant to as many employees as possible. Brand mantras can do more than inform
and guide; they can also inspire, if the brand values tap into higher-level meaning with em-
ployees as well as consumers.

Regardless of how many words make up the mantra, however, there will always be a
level of meaning beneath the brand mantra itself that will need to be articulated. Virtually any
word may have many interpretations. For example, the words fun, family, and entertainment in
Disney’s brand mantra can each take on multiple meanings, leading Disney to drill deeper to
provide a stronger foundation for the mantra. Two or three short phrases were therefore added
later to clarify each of the three words.
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Brand mantras point out the importance of internal
branding—making sure that members of the organization are
properly aligned with the brand and what it represents. Much
of the branding literature has taken an external perspective,
focusing on strategies and tactics that firms should take to
build or manage brand equity with customers. Without ques-
tion, at the heart of all marketing activity is the positioning of a
brand and the essence of its meaning with consumers.

Equally important, however, is positioning the brand in-
ternally.>® For service companies especially, it's critical that all
employees have an up-to-date and deep understanding of the
brand. Recently, a number of companies have put forth initia-
tives to improve their internal branding.

One of the fastest growing and most successful restaurant
chains in the United States, Panda Express, devotes significant
resources to internal training and development for employees.
Besides services training, privately owned Panda Express sup-
ports the personal improvement efforts of its staff—controlling
weight, working on communications skills, jogging, and at-
tending seminars—in the belief that healthier, happier employ-
ees increase sales and profitability.

Singapore Airlines also invests heavily in employee training:
new recruits receive four months of training, twice as long as
the industry average. The company also spends about $70 mil-
lion a year on retraining each of its 14,500 existing employees.
Training focuses on deportment, etiquette, wine appreciation,
and cultural sensitivity. Cabin crew learn how to interact differ-
ently with Japanese, Chinese, and U.S. passengers as well as
the importance of communicating at eye level and not “look-
ing down” at passengers.

THE SCIENCE OF BRANDING 2-2

Branding Inside the Organization

Companies need to engage in continual open dialogue
with their employees. Branding should be perceived as par-
ticipatory. Some firms have pushed B2E (business-to-employee)
programs through corporate intranets and other means. Disney
is seen as so successful at internal branding that its Disney Insti-
tute holds seminars on the “Disney Style” of creativity, service,
and loyalty for employees from other companies.

In short, for both motivating employees and attracting ex-
ternal customers, internal branding is a critical management
priority.

Sources: Karl Taro Greenfeld, “The Sharin’ Huggin’ Lovin’ Carin’
Chinese Food Money Machine,” Bloomberg Businessweek, 28 Novem-
ber 2010, 98-103; Loizos Heracleous and Joachen Wirtz, “Singapore
Airlines’ Balancing Act,” Harvard Business Review, July—August
2010, 145-149; James Wallace, “Singapore Airlines Raises the Bar
for Luxury Flying,” www.seattlepi.com, 16 January 2007. For some
seminal writings in the area, see Hamish Pringle and William Gordon,
Brand Manners: How to Create the Self-Confident Organization to
Live the Brand (New York: John Wiley & Sons, 2001); Thomas Gad,
4-D Branding: Cracking the Corporate Code of the Network Economy
(London: Financial Times Prentice Hall, 2000); Nicholas Ind, Living
the Brand: How to Transform Every Member of Your Organization into
a Brand Champion, 2nd ed. (London, UK: Kogan Page, 2004); Scott
M. Davis and Kenneth Dunn, Building the Brand-Driven Business:
Operationalize Your Brand to Drive Profitable Growth (San Francisco:
Jossey-Bass, 2002); Mary Jo Hatch and Make Schultz, Taking Brand
Initiative: How Companies Can Align Strategy, Culture, and Identity
Through Corporate Branding (San Francisco, CA: Jossey-Bass, 2008);
Andy Bird and Mhairi McEwan, The Growth Drivers: The Definitive
Guide to Transforming Marketing Capabilities (West Sussex, UK: John
Wiley & Sons, 2012).
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Customer-based brand equity is the differential effect that brand knowledge has on consumer
response to the marketing of that brand. A brand has positive customer-based brand equity when
customers react more favorably to a product and the way it is marketed when the brand is identi-
fied than when it is not.

We can define brand knowledge in terms of an associative network memory model, as a
network of nodes and links wherein the brand node in memory has a variety of associations
linked to it. We can characterize brand knowledge in terms of two components: brand aware-
ness and brand image. Brand awareness is related to the strength of the brand node or trace
in memory, as reflected by consumers’ ability to recall or recognize the brand under different
conditions. It has both depth and breadth. The depth of brand awareness measures the likeli-
hood that consumers can recognize or recall the brand. The breadth of brand awareness mea-
sures the variety of purchase and consumption situations in which the brand comes to mind.
Brand image is consumer perceptions of a brand as reflected by the brand associations held in
consumers’ memory.

Customer-based brand equity occurs when the consumer has a high level of awareness and
familiarity with the brand and holds some strong, favorable, and unique brand associations in
memory. In some cases, brand awareness alone is sufficient to result in more favorable con-
sumer response—for example, in low-involvement decision settings where consumers are will-
ing to base their choices merely on familiar brands. In other cases, the strength, favorability, and
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uniqueness of the brand associations play a critical role in determining the differential response
making up the brand equity.

Deciding on a positioning requires determining a frame of reference (by identifying the target
market and the nature of competition), the optimal points-of-parity and points-of-difference brand
associations, and an overall brand mantra as a summary. First, marketers need to understand con-
sumer behavior and the consideration sets that consumers adopt in making brand choices. After
establishing this frame of reference, they can then turn to identifying the best possible points-of-parity
and points-of-difference.

Points-of-difference are those associations that are unique to the brand, strongly held, and
favorably evaluated by consumers. Marketers should find points-of-difference associations that
are strong, favorable, and unique based on desirability, deliverability, and differentiation consid-
erations, as well as the resulting anticipated levels of sales and costs that might be expected with
achieving those points-of-difference.

Points-of-parity, on the other hand, are those associations that are not necessarily unique
to the brand but may in fact be shared with other brands. Category points-of-parity associa-
tions are necessary to being a legitimate and credible product offering within a certain category.
Competitive points-of-parity associations negate competitors’ points-of-differences. Correla-
tional points-of-parity negate any possible disadvantages or negatives that might also arise from
a point-of-difference.

Finally, a brand mantra is an articulation of the “heart and soul” of the brand, a three- to
five-word phrase that captures the irrefutable essence or spirit of the brand positioning and brand
values. Its purpose is to ensure that all employees and all external marketing partners understand
what the brand is, most fundamentally, in order to represent it with consumers.

The choice of these four ingredients determines the brand positioning and the desired brand
knowledge structures.

DISCUSSION QUESTIONS

1. Apply the categorization model to a product category other than beverages. How do con-
sumers make decisions whether or not to buy the product, and how do they arrive at their
final brand decision? What are the implications for brand equity management for the brands
in the category? How does it affect positioning, for example?

2. Pick a category basically dominated by two main brands. Evaluate the positioning of each
brand. Who are their target markets? What are their main points-of-parity and points-of-
difference? Have they defined their positioning correctly? How might it be improved?

3. Consider a book store in your area. What competitive frames of reference does it face?
What are the implications of those frames of reference for its positioning?

4. Can you think of any negatively correlated attributes and benefits other than those listed in
Figure 2-6? Can you think of any other strategies to deal with negatively correlated attri-
butes and benefits?

5. What do you think of Naomi Klein’s positions as espoused in No Logos? How would you
respond to her propositions? Do you agree or disagree about her beliefs on the growth of
corporate power?

The Marketing Advantages of Strong Brands

Customer-based brand equity occurs when consumer re- A number of benefits can result from a strong brand, both
sponse to marketing activity differs when consumers know the in terms of greater revenue and lower costs.?% For example, one
brand and when they do not. How that response differs will marketing expert categorizes the factors creating financial value

depend on the level of brand awareness and how favorably and for strong brands into two categories: factors related to growth
uniquely consumers evaluate brand associations, as well as the (a brand’s ability to attract new customers, resist competi-
particular marketing activity under consideration. tive activity, introduce line extensions, and cross international
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borders) and factors related to profitability (brand loyalty, pre-
mium pricing, lower price elasticity, lower advertising/sales ra-
tios, and trade leverage).®°

This appendix considers in detail some of the benefits to the
firm of having brands with a high level of awareness and a posi-
tive brand image.®’

Greater Loyalty and Less Vulnerability
to Competitive Marketing Actions and Crises

Research shows that different types of brand associations—if
favorable—can affect consumer product evaluations, perceptions
of quality, and purchase rates.®? This influence may be especially
apparent with difficult-to-assess “experience” goods®? and as the
uniqueness of brand associations increases.®* In addition, famil-
iarity with a brand has been shown to increase consumer confi-
dence, attitude toward the brand, and purchase intention,®> and
to mitigate the negative impact of a poor trial experience.%®

For these and other reasons, one characteristic of brands
with a great deal of equity is that consumers feel great loyalty to
them. Some top brands have been market leaders for years de-
spite significant changes in both consumer attitudes and com-
petitive activity over time. Through it all, consumers have valued
these brands enough to stick with them and reject the overtures
of competitors, creating a steady stream of revenues for the
firm. Research also shows that brands with large market shares
are more likely to have more loyal customers than brands with
small market shares, a phenomenon called double jeopardy.®”
One study found that brand equity was strongly correlated (.75)
with subsequent market share and profitability.®®

A brand with a positive brand image also is more likely to
successfully weather a brand crisis or downturn in the brand'’s
fortunes.®? Perhaps the most compelling example is Johnson
& Johnson's (J&J) Tylenol brand. Brand Focus 11.0 describes
how J&J contended with a tragic product-tampering episode in
the early 1980s. Despite seeing its market share drop from 37
percent to almost zero overnight and fearing Tylenol would be
written off as a brand with no future, J&) was able to regain
virtually all lost market share for the brand through its skillful
handling of the crisis and a good deal of brand equity.

The lesson is that effective handling of a marketing crisis
requires swift and sincere action, an immediate admission that
something has gone wrong, and assurance that an effective
remedy will be put in place. The greater the brand equity, the
more likely that these statements will be credible enough to
keep customers understanding and patient as the firm sets out
to solve the crisis. Without some underlying brand equity, how-
ever, even the best-laid plans for recovery may fall short with a
suspicious or uninformed public.”® Finally, even absent a crisis,
a strong brand offers protection in a marketing downturn or
when the brand’s fortunes fall.

Larger Margins

Brands with positive customer-based brand equity can com-
mand a price premium.”! Moreover, consumers should also
have a fairly inelastic response to price increases and elastic
responses to price decreases or discounts for the brand over
time.”? Consistent with this reasoning, research has shown that
consumers loyal to a brand are less likely to switch in the face
of price increases and more likely to increase the quantity of
the brand purchased in the face of price decreases.”? In a com-
petitive sense, brand leaders draw a disproportionate amount
of share from smaller-share competitors.”* At the same time,

market leaders are relatively immune to price competition from
these small-share brands.”®

In a classic early study, Intelliquest explored the role of
brand name and price in the decision purchase of business
computer buyers.”® Survey respondents were asked, “What is
the incremental dollar value you would be willing to pay over a
‘no-name’ clone computer brand?” IBM commanded the great-
est price premium, followed by Compaqg and Hewlett-Packard.
Some brands had negative brand equity; they actually received
negative numbers. Clearly, according to this study, brands had
specific meaning in the personal computer market that consum-
ers valued and were willing to pay for.

Greater Trade Cooperation and Support

Wholesalers, retailers, and other middlemen in the distribution
channel play an important role in the selling of many products.
Their activities can thus facilitate or inhibit the success of the
brand. If a brand has a positive image, retailers and other mid-
dlemen are more likely to respond to the wishes of consumers
and actively promote and sell the brand.”” Channel members
are also less likely to require any marketing push from the man-
ufacturer and will be more receptive to manufacturers’ sugges-
tions to stock, reorder, and display the brand,”® as well as to
pass through trade promotions, demand smaller slotting allow-
ances, give more favorable shelf space or position, and so on.
Given that many consumer decisions are made in the store, the
possibility of additional marketing push by retailers is important.

Increased Marketing Communication
Effectiveness

A host of advertising and communication benefits may result
from creating awareness of and a positive image for a brand.
One well-established view of consumer response to marketing
communications is the hierarchy of effects models. These mod-
els assume that consumers move through a series of stages or
mental states on the basis of marketing communications—for
example, exposure to, attention to, comprehension of, yield-
ing to, retention of, and behaving on the basis of a marketing
communication.

A brand with a great deal of equity already has created
some knowledge structures in consumers’ minds, increasing
the likelihood that consumers will pass through various stages
of the hierarchy. For example, consider the effects of a positive
brand image on the persuasive ability of advertising: Consumers
may be more likely to notice an ad, may more easily learn about
the brand and form favorable opinions, and may retain and act
on these beliefs over time.

Familiar, well-liked brands are less susceptible to “interfer-
ence” and confusion from competitive ads,”® are more respon-
sive to creative strategies such as humor appeals,®® and are less
vulnerable to negative reactions due to concentrated repetition
schedules.®™ In addition, panel diary members who were highly
loyal to a brand increased purchases when advertising for the
brand increased.8? Other advantages associated with more ad-
vertising include increased likelihood of being the focus of at-
tention and increased “brand interest.”83

Because strong brand associations exist, lower levels of rep-
etition may be necessary. For example, in a classic study of ad-
vertising weights, Anheuser-Busch ran a carefully conducted
field experiment in which it varied the amount of Budweiser
advertising shown to consumers in different matched test mar-
kets.84 Seven different advertising expenditure levels were tested,
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representing increases and decreases from the previous advertis-
ing expenditure levels: minus 100 percent (no advertising), mi-
nus 50 percent, 0 percent (same level), plus 50 percent, plus 100
percent (double the level of advertising), plus 150 percent, and
plus 200 percent. These expenditure levels were run for one year
and revealed that the “no advertising” level resulted in the same
amount of sales as the current program. In fact, the 50 percent
cut in advertising expenditures actually resulted in an increase in
sales, consistent with the notion that strong brands such as Bud-
weiser do not require the same advertising levels, at least over a
short period of time, as a less well-known or well-liked brand.®>

Similarly, because of existing brand knowledge structures,
consumers may be more likely to notice sales promotions, direct
mail offerings, or other sales-oriented marketing communica-
tions and respond favorably. For example, several studies have
shown that promotion effectiveness is asymmetric in favor of a
higher-quality brand.®®

Possible Licensing and Brand Extension
Opportunities

A strong brand often has associations that may be desirable
in other product categories. To capitalize on this value, as dis-
cussed in Chapter 7, a firm may choose to license its name,
logo, or other trademark item to another company for use on
its products and merchandise. The rationale for the licensee (the
company obtaining the rights to use the trademark) is that con-
sumers will pay more for a product because of the recognition
and image lent by the trademark. One marketing research study
showed that consumers would pay $60 for cookware licensed
under the Julia Child name as opposed to only $40 for identical
cookware bearing the Sears name.®’

As will be outlined in Chapter 11, a brand extension
occurs when a firm uses an established brand name to enter a new
market. A line extension uses a current brand name to enter a
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Brand Resonance and the
Brand Value Chain

Learning Objectives

After reading this chapter, you should be able to
Define brand resonance.

Describe the steps in building brand resonance.

Define the brand value chain.

Identify the stages in the brand value chain.

vk N~

Contrast brand equity and customer equity.

Corona used its strong brand

imagery of “beach in a bottle”

to become the leading

U.S. import beer.
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Preview

Chapter 2 outlined in detail the concept of customer-based brand equity and introduced a brand
positioning model based on the concepts of points-of-parity and points-of-difference. We next
broaden our discussion to consider the two other interlinking models, which all together make
up the brand planning system.

We first present the brand resonance model, which describes how to create intense, active
loyalty relationships with customers. The model considers how brand positioning affects what
consumers think, feel, and do and the degree to which they resonate or connect with a brand.
After discussing some of the main implications of that model, we consider how brand resonance
and these loyalty relationships, in turn, create brand equity or value.

The brand value chain model is a means by which marketers can trace the value creation
process for their brands to better understand the financial impact of their marketing expenditures
and investments. Based in part on the customer-based brand equity (CBBE) concept developed
in Chapter 2, it offers a holistic, integrated approach to understanding how brands create value.

Brand Focus 3.0 at the end of the chapter provides a detailed overview of the topic of cus-
tomer equity.

BUILDING A STRONG BRAND: THE FOUR STEPS
OF BRAND BUILDING

The brand resonance model looks at building a brand as a sequence of steps, each of which is
contingent on successfully achieving the objectives of the previous one. The steps are as follows:

1. Ensure identification of the brand with customers and an association of the brand in
customers’ minds with a specific product class, product benefit, or customer need.

2. Firmly establish the totality of brand meaning in the minds of customers by strategically
linking a host of tangible and intangible brand associations.

3. Elicit the proper customer responses to the brand.

4. Convert brand responses to create brand resonance and an intense, active loyalty relation-
ship between customers and the brand.

These four steps represent a set of fundamental questions that customers invariably ask
about brands—at least implicitly. The four questions (with corresponding brand steps in paren-
theses) are:

1. Who are you? (brand identity)

2. What are you? (brand meaning)

3. What about you? What do I think or feel about you? (brand responses)

4. What about you and me? What kind of association and how much of a connection would
I like to have with you? (brand relationships)

Notice the ordering of the steps in this branding ladder, from identity to meaning to responses
to relationships. That is, we cannot establish meaning unless we have created identity; responses
cannot occur unless we have developed the right meaning; and we cannot forge a relationship
unless we have elicited the proper responses.

To provide some structure, let us think of establishing six brand building blocks with cus-
tomers that we can assemble in a pyramid, with significant brand equity only resulting if brands
reach the top of the pyramid. This brand-building process is illustrated in Figures 3-1 and 3-2.
We’ll look at each of these steps and corresponding brand building blocks and their subdimen-
sions in the following sections. As will become apparent, building blocks up the left side of the
pyramid represent a more ‘“rational route” to brand building, whereas building blocks up the
right side of the pyramid represent a more “emotional route.” Most strong brands are built by
going up both sides of the pyramid.

Brand Salience

Achieving the right brand identity means creating brand salience with customers. Brand salience
measures various aspects of the awareness of the brand and how easily and often the brand is evoked
under various situations or circumstances. To what extent is the brand top-of-mind and easily
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FIGURE 3-1

Brand Resonance
Pyramid

FIGURE 3-2

Subdimensions of Brand
Building Blocks
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Stages of Brand
Development

Branding Objective at
Each Stage

4. Relationships Intense,
What about you and me? active loyalt
y Resonance yaity

I I

3. Response . Positive,
What about you? Judgments  Feelings accessible reactions
2. Meaning Points-of-parity
What are you? Performance Imagery and -difference
1. Identity . Deep, broad
Who are you? Salience brand awareness

Resonance
Loyalty
Attachment
Community
Engagement
Feelings
Judgments Warmtl
Quality Fun
Credibility Excitement
Consideration Security
Superiority Social Approval
Self-Respect
Performance

Imagery
User Profiles
Purchase and Usage

Primary Characteristics and
Secondary Features
Product Reliability,

. L Situations
Durability, and Serviceability .
Service Effectiveness, Perst\)/r;?lljlg and

Efficiency, and Empathy
Style and Design
Price

History, Heritage,
and Experiences

Salience
Category Identification
Needs Satisfied

recalled or recognized? What types of cues or reminders are necessary? How pervasive is this brand
awareness?

We’ve said that brand awareness refers to customers’ ability to recall and recognize the brand
under different conditions and to link the brand name, logo, symbol, and so forth to certain associa-
tions in memory. In particular, building brand awareness helps customers understand the product or
service category in which the brand competes and what products or services are sold under the brand
name. It also ensures that customers know which of their “needs” the brand—through these prod-
ucts—is designed to satisfy. In other words, what basic functions does the brand provide to customers?

Breadth and Depth of Awareness. Brand awareness thus gives the product an identity by
linking brand elements to a product category and associated purchase and consumption or usage
situations. The depth of brand awareness measures how likely it is for a brand element to come
to mind, and the ease with which it does so. A brand we easily recall has a deeper level of brand
awareness than one that we recognize only when we see it. The breadth of brand awareness mea-
sures the range of purchase and usage situations in which the brand element comes to mind and
depends to a large extent on the organization of brand and product knowledge in memory.! To see
how this works, consider the breadth and depth of brand awareness for Tropicana orange juice.
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TROPICANA

Consumers should at least recognize the Tropicana brand when it is presented to them. Beyond that, con-
sumers should think of Tropicana whenever they think of orange juice, particularly when they are consider-
ing buying orange juice. Ideally, consumers would think of Tropicana whenever they were deciding which
type of beverage to drink, especially when seeking a “tasty but healthy” beverage. Thus, consumers must
think of Tropicana as satisfying a certain set of needs whenever those needs arise. One of the challenges
for any provider of orange juice is to link the product to usage situations beyond the traditional one of
breakfast—hence the industry campaign to boost consumption of Florida orange juice that used the slo-
gan “It's Not Just for Breakfast Anymore.”

7

ice
;IUM i
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For Tropicana, it’s important that consumers think of the brand in other consumption
situations beyond breakfast.

Source: Keri Miksza

Product Category Structure. As the Tropicana example suggests, to fully understand brand
recall, we need to appreciate product category structure, or how product categories are orga-
nized in memory. Typically, marketers assume that products are grouped at varying levels of
specificity and can be organized in a hierarchical fashion.? Thus, in consumers’ minds, a prod-
uct hierarchy often exists, with product class information at the highest level, product category
information at the second-highest level, product type information at the next level, and brand
information at the lowest level.

The beverage market provides a good setting to examine issues in category structure and
the effects of brand awareness on brand equity. Figure 3-3 illustrates one hierarchy that might
exist in consumers’ minds. According to this representation, consumers first distinguish be-
tween flavored and nonflavored beverages (water). Next, they distinguish between nonalco-
holic and alcoholic flavored beverages. They further distinguish nonalcoholic beverages into
hot drinks like coffee or tea, and cold drinks like milk, juices, and soft drinks. Alcoholic
beverages are distinguished by whether they are wine, beer, or distilled spirits. We can make
even further distinctions. For example, we can divide the beer category into no-alcohol, low-
alcohol (or “light”), and full-strength beers, and divide full-strength beers by variety (ale or
lager), by brewing method (draft, ice, or dry), by price and quality (discount, premium, or
super-premium), and so on.
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FIGURE 3-3

Beverage Category
Hierarchy

Beverages
Water Flavored
Nonalcoholic Alcoholic
: ) . Distilled
Milk Juices Wine spirits
Hot Soft Beer
beverages drinks

The organization of the product category hierarchy that generally prevails in memory will play
an important role in brand awareness, brand consideration, and consumer decision making. For
example, consumers often make decisions in a top-down fashion, first deciding whether to have
water or some type of flavored beverage. If the consumer chooses a flavored drink, the next deci-
sion would be whether to have an alcoholic or a nonalcoholic drink, and so on. Finally, consumers
might then choose a particular brand within the product category in which they are interested.

The depth of brand awareness will influence the likelihood that the brand comes to mind,
whereas the breadth of brand awareness describes the different types of situations in which the
brand might come to mind. In general, soft drinks have great breadth of awareness in that they
come to mind in a variety of different consumption situations. A consumer may consider drink-
ing one of the different varieties of Coke virtually any time, anywhere. Other beverages, such as
alcoholic beverages, milk, and juices, have much more limited perceived consumption situations.

Strategic Implications. The product hierarchy shows us that not only the depth of awareness
matters but also the breadth. In other words, the brand must not only be top-of-mind and have
sufficient “mind share,” but it must also do so at the right times and places.

Breadth is an oft-neglected consideration, even for brands that are category leaders. For
many brands, the key question is not whether consumers can recall the brand but where they
think of it, when they think of it, and how easily and how often they think of it. Many brands
and products are ignored or forgotten during possible usage situations. For those brands, the best
route for improving sales may be not to try to improve consumer attitudes but, instead, increas-
ing brand salience and the breadth of brand awareness and situations in which consumers would
consider using the brand to drive consumption and increase sales volume.

Tax preparer H&R Block makes a concerted effort to make sure its brand is top-of-mind at
all times, reminding consumers that tax-pertinent events happen all year round, such as when
taking clients out to dinner, buying a new laptop computer, or looking for a new job.3 Consider
the brand salience challenges for the city of Newcastle in Australia.

NEWCASTLE, AUSTRALIA

Newcastle is the seventh largest city in Australia. It is approximately two hours north of Sydney NSW
and has a population of almost half a million people. In its early history Newcastle had strong indus-
trial roots and was known as “the steel city”. However, since the early 1980s it has increasingly focused
more on engineering, education, tourism, and health services and less on heavy industry. Unfortunately,
even in 2010 many internal and external stakeholders still held the misperception of Newcastle as being



CHAPTER 3 ¢ BRAND RESONANCE AND THE BRAND VALUE CHAIN

solely an industrial city, and this has impeded its regional economic development. The “Brand Newcastle”
project developed a new strategy reflecting the reality of the modern Newcastle, overcoming outdated
perceptions.

Research revealed that Newcastle was a diverse, cosmopolitan, and relaxed city, home to numerous
world class organizations, all of which frequently surprised people who had never been to the city. These
attributes were woven into a new brand “NEWCASTLE,"” with multiple colors embedded in the letter-
ing. The phrase “See Change” was used to directly ask people to rethink their perceptions of the city
and leveraged leading local organizations. The new branding identified Newcastle as a vibrant and multi-
faceted world class city, encouraging people to reconsider their perceptions.*

The “Brand Newcastle” project aimed to show people that the city was diverse,
cosmopolitan, and relaxed.

Source: Image courtesy of The City of Newcastle

In other words, it may be harder to try to change existing brand attitudes than to remind people
of their existing attitudes toward a brand in additional, but appropriate, consumption situations.

Summary. A highly salient brand is one that has both depth and breadth of brand awareness, such
that customers always make sufficient purchases as well as always think of the brand across a variety
of settings in which it could possibly be employed or consumed. Brand salience is an important first
step in building brand equity, but is usually not sufficient. For many customers in many situations,
other considerations, such as the meaning or image of the brand, also come into play.

Creating brand meaning includes establishing a brand image—what the brand is character-
ized by and should stand for in the minds of customers. Brand meaning is made up of two major
categories of brand associations related to performance and imagery. These associations can be
formed directly, from a customer’s own experiences and contact with the brand, or indirectly,
through advertising or by some other source of information, such as word of mouth.

The next section describes the two main types of brand meaning—brand performance and
brand imagery—and the subcategories within each of those two building blocks.

Brand Performance

The product itself is at the heart of brand equity, because it is the primary influence on what
consumers experience with a brand, what they hear about a brand from others, and what the
firm can tell customers about the brand in their communications. Designing and delivering a
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product that fully satisfies consumer needs and wants is a prerequisite for successful marketing,
regardless of whether the product is a tangible good, service, organization, or person. To cre-
ate brand loyalty and resonance, marketers must ensure that consumers’ experiences with the
product at least meet, if not actually surpass, their expectations. As Chapter 1 noted, numerous
studies have shown that high-quality brands tend to perform better financially and yield higher
returns on investment.

Brand performance describes how well the product or service meets customers’ more func-
tional needs. How well does the brand rate on objective assessments of quality? To what extent
does the brand satisfy utilitarian, aesthetic, and economic customer needs and wants in the prod-
uct or service category?

SUBWAY

Subway has zoomed to the top as the biggest-selling quick-serve restaurant through a clever po-
sitioning of offering healthy, good-tasting sandwiches. This straddle positioning allows the brand
to create a POP on taste and a POD on health with respect to quick-serve restaurants such as Mc-
Donald’s and Burger King but, at the same time, a POP on health and a POD on taste with respect
to health food restaurants and cafés. One of Subway’s highly successful product launches was the
$5 footlong sandwich. Dreamed up by a franchise operator in Miami, the idea quickly took hold
and was the perfect solution for hungry, cash-starved consumers during the recession. This strong
performance and value message has allowed Subway to significantly expand its market coverage and
potential customer base.®

By combining taste, health, and convenience, Subway has
become a leader in the quick-serve restaurant business.

Source: TRIPPLAAR KRISTOFFER/SIPA/Newscom
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Brand performance transcends the product’s ingredients and features to include dimensions
that differentiate the brand. Often, the strongest brand positioning relies on performance advan-
tages of some kind, and it is rare that a brand can overcome severe performance deficiencies.
Five important types of attributes and benefits often underlie brand performance, as follows:®

1. Primary ingredients and supplementary features. Customers often have beliefs about
the levels at which the primary ingredients of the product operate (low, medium, high, or
very high), and about special, perhaps even patented, features or secondary elements that
complement these primary ingredients. Some attributes are essential ingredients necessary
for a product to work, whereas others are supplementary features that allow for customiza-
tion and more versatile, personalized usage. Of course these vary by product or service
category.

2. Product reliability, durability, and serviceability. Reliability measures the consistency of
performance over time and from purchase to purchase. Durability is the expected eco-
nomic life of the product, and serviceability, the ease of repairing the product if needed.
Thus, perceptions of product performance are affected by factors such as the speed,
accuracy, and care of product delivery and installation; the promptness, courtesy, and help-
fulness of customer service and training; and the quality of repair service and the time
involved.

3. Service effectiveness, efficiency, and empathy. Customers often have performance-related
associations with service. Service effectiveness measures how well the brand satisfies cus-
tomers’ service requirements. Service efficiency describes the speed and responsiveness of
service. Finally, service empathy is the extent to which service providers are seen as trust-
ing, caring, and having the customer’s interests in mind.

4. Style and design. Design has a functional aspect in terms of how a product works that af-
fects performance associations. Consumers also may have associations with the product that
go beyond its functional aspects to more aesthetic considerations such as its size, shape,
materials, and color involved. Thus, performance may also depend on sensory aspects such
as how a product looks and feels, and perhaps even what it sounds or smells like.

5. Price. The pricing policy for the brand can create associations in consumers’ minds about
how relatively expensive (or inexpensive) the brand is, and whether it is frequently or sub-
stantially discounted. Price is a particularly important performance association because
consumers may organize their product category knowledge in terms of the price tiers of dif-
ferent brands.’

Brand Imagery

The other main type of brand meaning is brand imagery. Brand imagery depends on the extrinsic
properties of the product or service, including the ways in which the brand attempts to meet cus-
tomers’ psychological or social needs. It is the way people think about a brand abstractly, rather
than what they think the brand actually does. Thus, imagery refers to more intangible aspects of
the brand, and consumers can form imagery associations directly from their own experience or
indirectly through advertising or by some other source of information, such as word of mouth.
Many kinds of intangibles can be linked to a brand, but four main ones are:

1. User profiles

2. Purchase and usage situations

3. Personality and values

4. History, heritage, and experiences

For example, take a brand with rich brand imagery such as Nivea in Europe, makers of
many different skin care and personal care products. Some of its more notable intangible associa-
tions include: (1) family/shared experiences/maternal, (2) multipurpose, (3) classic/timeless, and
(4) childhood memories. Luxury brands often rely a great deal on brand intangibles, as described
in The Science of Branding 3-1.

User Imagery. One set of brand imagery associations is about the type of person or organiza-
tion who uses the brand. This imagery may result in customers’ mental image of actual users or
more aspirational, idealized users. Consumers may base associations of a typical or idealized
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Luxury Branding

Luxury brands are perhaps one of the purest examples of
branding, because the brand and its image are often key com-
petitive advantages. A number of characteristics define luxury
branding and suggest strategic and tactical guidelines. Here are
some of those guidelines, each of which merits further thought
and discussion.

e Maintaining a premium, prestige image with luxury brand-
ing is crucial; controlling that image is thus a priority. Ideally
the image will be designed to be globally relevant.

e Luxury branding often relies on an aspirational image that
benefits from a “trickle-down” effect to a broader audience
via PR and word-of-mouth, but there must be a good bal-
ance between accessibility and exclusivity.

e Marketers of luxury brands must control all aspects of the
marketing program to ensure quality products and services
and pleasurable purchase and consumption experiences.

e Distribution for luxury brands should be carefully controlled
via a selective distribution strategy that may include com-
pany stores.

e Luxury brands are enhanced by a premium pricing strategy
with strong quality cues and few discounts or markdowns.

e Brand architecture for luxury brands must be managed
very carefully with only selective, strategic licensing and

THE SCIENCE OF BRANDING 3-1

extensions (especially vertically). Brand hierarchies and
portfolios must be employed, with appropriate sub-brands
to minimize cannibalization and optimize equity flows.

e Luxury brands can sometimes benefit from secondary associa-
tions with linked personalities, events, countries, and so on.

e Brand elements besides brand names—such as logos and
packaging—can be important drivers of brand equity for
luxury brands.

e Competition may need to be defined broadly, because lux-
ury brands can compete with luxury brands from other cat-
egories for discretionary consumer dollars.

e Luxury brands must legally protect all trademarks and ag-
gressively combat counterfeits.

Sources: Kevin Lane Keller, “Managing the Growth Tradeoff: Chal-
lenges and Opportunities in Luxury Branding” in special issue, “Lux-
ury Branding,” of Journal of Brand Management 16 (March—May
2009): 290-301; Uche Okonkwo, Luxury Fashion Branding: Trends,
Tactics, and Techniques (New York, NY: Palgrave MacMillan, 2007);
Michael J. Silverstein and Neil Fiske, Trading Up: The New American
Luxury (New York, NY: Penguin Group, 2003); Jean-Noé&l Kapferer
and Vincent Basten, “The Specificity of Luxury Management: Turning
Marketing Upside Down,” Journal of Brand Management 16, nos. 5/6
(2009): 311-322.

brand user on descriptive demographic factors or more abstract psychographic factors. Demo-
graphic factors might include the following:

e Gender. Venus razors and Secret deodorant have “feminine” associations, whereas Gillette
razors and Axe deodorant have more “masculine” associations.®

e Age. Pepsi Cola, Powerade energy sports drink, and Under Armour performance cloth-
ing, shoes and accessories have positioned themselves as fresher and younger in spirit than
Coke, Gatorade, and Nike, respectively.

* Race. Goya foods and the Univision television network have a strong identification with the
Hispanic market.

e Income. Sperry Topsider shoes, Polo shirts, and BMW automobiles became associated with
“yuppies”—young, affluent, urban professionals.

Psychographic factors might include attitudes toward life, careers, possessions, social is-
sues, or political institutions; for example, a brand user might be seen as iconoclastic or as more
traditional and conservative.

In a business-to-business setting, user imagery might relate to the size or type of organiza-
tion. For example, buyers might see Microsoft as an “aggressive” company and L. L. Bean as
a “caring” company. User imagery may focus on more than characteristics of just one type of
individual and center on broader issues in terms of perceptions of a group as a whole. For ex-
ample, customers may believe that a brand is used by many people and therefore view the brand
as “popular” or a “market leader.”

Purchase and Usage Imagery. A second set of associations tells consumers under what con-
ditions or situations they can or should buy and use the brand. Associations can relate to type
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of channel, such as department stores, specialty stores, or the Internet; to specific stores such as
Macy’s, Foot Locker, or Bluefly; and to ease of purchase and associated rewards (if any).

Associations to a typical usage situation can relate to the time of day, week, month, or year to
use the brand; location—for instance, inside or outside the home; and type of activity during which
to use the brand—formal or informal. For a long time, pizza chain restaurants had strong associa-
tions to their channels of distribution and the manner by which customers would purchase and eat
the pizza—Domino’s was known for delivery, Little Caesar for takeout, and Pizza Hut for dine-in
service—although in recent years each of these major competitors has made inroads in the traditional
markets of the others.

Brand Personality and Values. Through consumer experience or marketing activities,
brands may take on personality traits or human values and, like a person, appear to be “modern,”
“old-fashioned,” “lively,” or “exotic.”® Five dimensions of brand personality (with correspond-
ing subdimensions) are sincerity (down-to-earth, honest, wholesome, and cheerful), excitement
(daring, spirited, imaginative, and up-to-date), competence (reliable, intelligent, successful), so-
phistication (upper class and charming), and ruggedness (outdoorsy and tough).10

How does brand personality get formed? Any aspect of a brand may be used by consumers to
infer brand personality. One research study found that consumers perceived nonprofit companies
as being “warmer” than for-profit companies but as less competent. Further, consumers were less
willing to buy a product made by a nonprofit than a for-profit company because of their perception
that the firm lacked competence, but those purchasing misgivings disappeared when perceptions of
the competency of the nonprofit were improved, for example, by a credible endorsement such as
from the Wall Street Journal. M

Although any aspect of the marketing program may affect brand personality, marketing
communications and advertising may be especially influential because of the inferences con-
sumers make about the underlying user or usage situation depicted or reflected in an ad. For
example, advertisers may imbue a brand with personality traits through anthropomorphization
and product animation techniques; through personification and the use of brand characters; and
through user imagery, such as the preppy look of Abercrombie & Fitch models.'> More gener-
ally, the actors in an ad, the tone or style of the creative strategy, and the emotions or feelings
evoked by the ad can affect brand personality. Once brands develop a personality, it can be dif-
ficult for consumers to accept information they see as inconsistent with that personality.13

Still, user imagery and brand personality may not always be in agreement. When
performance-related attributes are central to consumer decisions, as they are for food prod-
ucts, for example, brand personality and user imagery may be less closely related. Differences
between personality and imagery may arise for other reasons too. For example, early in its U.S.
brand development, Perrier’s brand personality was “sophisticated” and “stylish,” whereas its
actual user imagery was not as flattering or subdued but “flashy” and “trendy.”

When user and usage imagery are important to consumer decisions, however, brand personality
and imagery are more likely to be related, as they are for cars, beer, liquor, cigarettes, and cosmet-
ics. Thus, consumers often choose and use brands that have a brand personality consistent with their
own self-concept, although in some cases the match may be based on consumers’ desired rather
than their actual image.14 These effects may also be more pronounced for publicly consumed prod-
ucts than for privately consumed goods because the signaling aspect of a brand may be more impor-
tant under those conditions.'> Consumers who are high “self-monitors” and sensitive to how others
see them are more likely to choose brands whose personalities fit the consumption situation.'®

User and usage imagery is often an issue in the highly competitive automotive category.
One company looking to sharpen its brand personality and imagery is Chrysler.

CHRYSLER

After a disastrous corporate marriage to Germany’s Daimler had been dissolved, Chrysler’s new partner
Fiat set out to revitalize the brand, in part by injecting some Italian style and sex appeal. Determined to
attract younger, hipper, and wealthier customers, Fiat developed new car designs similar to the quirky little
cars most likely found in Rome. Fiat is not planning to walk away, however, from some of the equity in its
existing brands such as the Dodge Ram pickup truck and Town & Country minivan. For the relatively new
Chrysler 300, a $1 billion model makeover retained the powerful German-engineered transmission but
added an elegant look and attitude. A two-minute, $9 million TV ad run during the Super Bowl used con-
troversial rapper Eminem to boldly proclaim that the car was “Imported from Detroit.” '’
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To create more brand imagery, Chrysler 300 is boldly
marketed as “Imported from Detroit.”

Source: Courtesy of Chrysler Group LLC

Brand History, Heritage, and Experiences. Finally, brands may take on associa-
tions to their past and certain noteworthy events in the brand’s history. These types of
associations may recall distinctly personal experiences and episodes or past behaviors and
experiences of friends, family, or others. They can be highly personal and individual, or
more well-known and shared by many people. For example, there may be associations to
aspects of the brand’s marketing program, the color of the product or look of its package,
the company or person that makes the product and the country in which it is made, the type
of store in which it is sold, the events for which the brand is a sponsor, and the people who
endorse the brand.

These types of associations can help create strong points-of-difference. In the midst of
the recent major recession, Northern Trust used the fact that it was over 120 years old and
had weathered many financial downturns through the years to reinforce trust and stability to
its wealthy clientele.'® In any case, associations to history, heritage, and experiences draw
upon more specific, concrete examples that transcend the generalizations that make up the
usage imagery. In the extreme case, brands become iconic by combining all these types
of assocligations into what is in effect a myth, tapping into enduring consumer hopes and
dreams.

Summary. A number of different types of associations related to either performance or im-
agery may become linked to the brand. We can characterize the brand associations making up
the brand image and meaning according to three important dimensions—strength, favorability,
and uniqueness—that provide the key to building brand equity. Successful results on these three
dimensions produce the most positive brand responses, the underpinning of intense and active
brand loyalty.
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Creating strong, favorable, and unique associations is a real challenge to marketers,
but essential to building customer-based brand equity. Strong brands typically have firmly
established favorable and unique brand associations with consumers. Brand meaning is
what helps produce brand responses, or what customers think or feel about the brand. We
can distinguish brand responses as either brand judgments or brand feelings, that is, in
terms of whether they arise from the “head” or from the “heart,” as the following sections
describe.

Brand Judgments

Brand judgments are customers’ personal opinions about and evaluations of the brand,
which consumers form by putting together all the different brand performance and imag-
ery associations. Customers may make all types of judgments with respect to a brand, but
four types are particularly important: judgments about quality, credibility, consideration,
and superiority.

Brand Quality. Brand attitudes are consumers’ overall evaluations of a brand and often
form the basis for brand choice.?’ Brand attitudes generally depend on specific attributes
and benefits of the brand. For example, consider Hilton hotels. A consumer’s attitude to-
ward Hilton depends on how much he or she believes the brand is characterized by certain
associations that matter to the consumer for a hotel chain, like location; room comfort, de-
sign, and appearance; service quality of staff; recreational facilities; food service; security;
prices; and so on.

Consumers can hold a host of attitudes toward a brand, but the most important relate
to its perceived quality and to customer value and satisfaction. Perceived quality mea-
sures are inherent in many approaches to brand equity. In the annual EquiTrend study by
Harris Interactive, 20,000 consumers aged 15 or older rate a random selection of 60 brands
from a total of 1,200 brands across 46 categories on several dimensions: Equity, Con-
sumer Connection, Commitment, Brand Behavior, Brand Advocacy, and Trust. An Equity
score is determined by a calculation of measures of Familiarity, Quality, and Purchase
Consideration.?!

Brand Credibility. Customers may also form judgments about the company or organization
behind the brand. Brand credibility describes the extent to which customers see the brand as
credible in terms of three dimensions: perceived expertise, trustworthiness, and likability. Is the
brand seen as (1) competent, innovative, and a market leader (brand expertise); (2) depend-
able and keeping customer interests in mind (brand trustworthiness); and (3) fun, interesting,
and worth spending time with (brand likability)? In other words, credibility measures whether
consumers see the company or organization behind the brand as good at what it does, concerned
about its customers, and just plain likable.?

FEDEX

From its earliest advertising, “When It Absolutely, Positively Has to Be There Overnight,” FedEx has
stressed its speed, skill, and dependability in shipping and delivery. Its most recent brand campaign, “We
Understand,” reinforces that FedEx is “the perfect enabler and facilitator of great service and partner-
ship.” Internationally, its “FedEx Delivers to a Changing World” ad campaign reinforces that “one of
the constants in the world is FedEx.” The company wants customers to think of it as a trusted partner,
with a commitment to reliable but cost-effective shipping all over the world. Its advertising, however,
often uses humor and high production values. FedEx ads that run during the Super Bowl are often rated
among the most enjoyable by consumers. Through its flawless service delivery and creative marketing
communications, FedEx is able to establish all three dimensions of credibility: expertise, trustworthiness,
and likability.?3
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A brand like Fedex is seen as highly credible due to its expertise, trustworthiness,
and likability.

Source: Adam Slinger/Alamy

Brand Consideration. Favorable brand attitudes and perceptions of credibility are important,
but not important enough if customers don’t actually consider the brand for possible purchase or
use. As Chapter 2 introduced, consideration depends in part on how personally relevant custom-
ers find the brand and is a crucial filter in terms of building brand equity. No matter how highly
they regard the brand or how credible they find it, unless they also give it serious consideration
and deem it relevant, customers will keep a brand at a distance and never closely embrace it.
Brand consideration depends in large part on the extent to which strong and favorable brand as-
sociations can be created as part of the brand image.

Brand Superiority. Superiority measures the extent to which customers view the brand as
unique and better than other brands. Do customers believe it offers advantages that other brands
cannot? Superiority is absolutely critical to building intense and active relationships with cus-
tomers and depends to a great degree on the number and nature of unique brand associations that
make up the brand image.

Brand Feelings

Brand feelings are customers’ emotional responses and reactions to the brand. Brand feelings
also relate to the social currency evoked by the brand. What feelings are evoked by the market-
ing program for the brand or by other means? How does the brand affect customers’ feelings
about themselves and their relationship with others? These feelings can be mild or intense and
can be positive or negative.

For example, Kevin Roberts of Saatchi & Saatchi argues that companies must transcend
brands to create “trustmarks”—a name or symbol that emotionally binds a company with the
desires and aspirations of its customers—and ultimately “lovemarks.” He argues that it is not
enough for a brand to be just respected.

Pretty much everything today can be seen in relation to a love-respect axis. You can
plot any relationship—with a person, with a brand—by whether it’s based on love or
based on respect. It used to be that a high respect rating would win. But these days, a
high love rating wins. If I don’t love what you're offering me, I'm not even interested.”*

A passionate believer in the concept, Roberts reinforces the point that trustmarks truly belong to
the people who offer the love to the brand, and that an emotional connection is critical 2’

The emotions evoked by a brand can become so strongly associated that they are accessible
during product consumption or use. Researchers have defined transformational advertising as
advertising designed to change consumers’ perceptions of the actual usage experience with the
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product.?® Corona Extra overtook Heineken as the leading imported beer in the United States
via its “beach in a bottle” advertising. With a tagline “Miles Away from Ordinary,” the campaign
was designed to transform drinkers—at least mentally—to sunny, tranquil beaches.?’

A brand that successfully injected some emotion into an industry is W hotels.

W HOTELS

Launched in the early era of boutique hotels, the Starwood-owned W hotel chain quickly gained a reputa-
tion as being the cool place for hipsters to visit, either as hotel guests or just as local residents looking for a
fun night out. In a 2009 press release, Starwood described W Hotels as:

“An innovative luxury lifestyle brand and the hotel category buster with 26 properties in the most
vibrant destinations around the world. Inspiring, iconic, innovative and influential, W Hotels pro-
vides the ultimate in insider access to a world of ‘Wow." Each hotel offers a unique mix of innova-
tive design and passions around design, architecture, fashion, music, entertainment, pop culture,
and everything in between. W Hotels are unique and individual expressions of modern living,
reflected in the brand’s sensibility to a holistic lifestyle experience with cutting-edge design, con-
temporary restaurant concepts, glamorous nightlife experiences, and signature spas.”

During Media Summit and Investor Day events held in 2006, Starwood management revealed that they po-
sitioned W as follows: “From San Diego to Seoul . . . and soon Hoboken to Hong Kong, W's flirty, insider, es-
cape offers guests unique experiences around the warmth of cool.” Clearly W Hotels are every bit as much
about the emotions and experiences they create as they are about getting a comfortable night’s rest.?8

W Hotels pioneered the “lifestyle luxury hotel” category through its unique design
elements and guest experiences.
Source: Starwood Hotels & Resorts Worldwide, Inc.

More and more firms are attempting to tap into more consumer emotions with their brands.
The following are six important types of brand-building feelings:>

1. Warmth: The brand evokes soothing types of feelings and makes consumers feel a sense of
calm or peacefulness. Consumers may feel sentimental, warmhearted, or affectionate about
the brand. Many heritage brands such as Welch’s jelly, Quaker oatmeal, and Aunt Jemima
pancake mix and syrup tap into feelings of warmth.

2. Fun: Upbeat types of feelings make consumers feel amused, lighthearted, joyous, playful,
cheerful, and so on. With its iconic characters and theme park rides, Disney is a brand often
associated with fun.
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3. Excitement: The brand makes consumers feel energized and that they are experiencing some-
thing special. Brands that evoke excitement may generate a sense of elation, of “being alive,”
or being cool, sexy, etc. MTV is a brand seen by many teens and young adults as exciting.

4. Security: The brand produces a feeling of safety, comfort, and self-assurance. As a result of
the brand, consumers do not experience worry or concerns that they might have otherwise
felt. Allstate Insurance and its “Good Hands” symbol and State Farm and its “Like a Good
Neighbor” slogan are brands that communicate security to many.

5. Social approval: The brand gives consumers a belief that others look favorably on their ap-
pearance, behavior, and so on. This approval may be a result of direct acknowledgment of
the consumer’s use of the brand by others or may be less overt and a result of attribution
of product use to consumers. To an older generation of consumers, Cadillac is a brand that
historically has been a signal of social approval.

6. Self-respect: The brand makes consumers feel better about themselves; consumers feel a
sense of pride, accomplishment, or fulfillment. A brand like Tide laundry detergent is able
to link its brand to “doing the best things for the family” to many homemakers.

These six feelings can be divided into two broad categories: The first three types of feelings are
experiential and immediate, increasing in level of intensity; the latter three types of feelings are
private and enduring, increasing in level of gravity.

Summary. Although all types of customer responses are possible—driven from both the head
and heart—ultimately what matters is how positive they are. Responses must also be accessible
and come to mind when consumers think of the brand. Brand judgments and feelings can favor-
ably affect consumer behavior only if consumers internalize or think of positive responses in
their various encounters with the brand.

Brand Resonance

The final step of the model focuses on the ultimate relationship and level of identification that
the customer has with the brand.>° Brand resonance describes the nature of this relationship and
the extent to which customers feel that they are “in sync” with the brand. Examples of brands
with historically high resonance include Harley-Davidson, Apple, and eBay.

Resonance is characterized in terms of intensity, or the depth of the psychological bond that
customers have with the brand, as well as the level of activity engendered by this loyalty (repeat
purchase rates and the extent to which customers seek out brand information, events, and other loyal
customers). We can break down these two dimensions of brand resonance into four categories:

1. Behavioral loyalty

2. Attitudinal attachment
3. Sense of community
4. Active engagement

Behavioral Loyalty. We can gauge behavioral loyalty in terms of repeat purchases and the
amount or share of category volume attributed to the brand, that is, the “share of category require-
ments.” In other words, how often do customers purchase a brand and how much do they purchase?
For bottom-line profit results, the brand must generate sufficient purchase frequencies and volumes.
The lifetime value of behaviorally loyal consumers can be enormous.>!' For example, a loyal
General Motors customer could be worth $276,000 over his or her lifetime (assuming 11 or more
vehicles bought and word-of-mouth endorsement that makes friends and relatives more likely
to consider GM products). Or consider new parents. By spending $100 a month on diapers and
wipes for 24-30 months, they can create lifetime value of as much as $3,000 for just one baby.

Attitudinal Attachment. Behavioral loyalty is necessary but not sufficient for resonance
to occur.>> Some customers may buy out of necessity—because the brand is the only product
stocked or readily accessible, the only one they can afford, or other reasons. Resonance, how-
ever, requires a strong personal attachment. Customers should go beyond having a positive
attitude to viewing the brand as something special in a broader context. For example, custom-
ers with a great deal of attitudinal attachment to a brand may state that they “love” the brand,
describe it as one of their favorite possessions, or view it as a “little pleasure” that they look
forward to.
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Prior research has shown that mere satisfaction may not be enough.*? Xerox found that
when customer satisfaction was ranked on a scale of 1 (completely dissatisfied) to 5 (com-
pletely satisfied), customers who rated Xerox products and services as “4”—and thus were
satisfied—were six times more likely to defect to competitors than those customers who pro-
vided ratings of “5.734

Similarly, loyalty guru Frederick Reichheld points out that although more than 90 percent
of car buyers are satisfied or very satisfied when they drive away from the dealer’s showroom,
fewer than half buy the same brand of automobile the next time.> Creating greater loyalty re-
quires creating deeper attitudinal attachment, through marketing programs and products and ser-
vices that fully satisfy consumer needs.

Sense of Community. The brand may also take on broader meaning to the customer by con-
veying a sense of community.*® Identification with a brand community may reflect an important
social phenomenon in which customers feel a kinship or affiliation with other people associated
with the brand, whether fellow brand users or customers, or employees or representatives of the
company. A brand community can exist online or off-line.>’ Branding Brief 3-1 profiles three
company-initiated programs to help build brand communities. A stronger sense of community
among loyal users can engender favorable brand attitudes and intentions.®

Active Engagement. Finally, perhaps the strongest affirmation of brand loyalty occurs when
customers are engaged, or willing to invest time, energy, money, or other resources in the brand
beyond those expended during purchase or consumption of the brand.> For example, customers
may choose to join a club centered on a brand, receive updates, and exchange correspondence
with other brand users or formal or informal representatives of the brand itself. Companies are
making it increasingly easy for customers to buy a range of branded merchandise so they can
literally express their loyalty.

BMW

BMW:s lifestyle business was started 15 years
ago as a marketing initiative whose objec-
tives were to broaden the brand’s presence
and strengthen loyalty. The lifestyle division
focuses primarily on selling mobility products,
including bicycles and skateboards for kids,
and aims for a profit margin (7%) similar to
what BMW generates from sales of its cars.
More than 2,000 products are sold, from €39
($52) Mini rain boots to the highly regarded
€2750 ($3,620) lightweight M Carbon Racer
bike from BMW's M performance unit. These
are not your run-of-the-mill products, though.
BMW's €79 ($105) Snow Racer sled has re-
placeable metal runners, a suspension-system  BMW has a highly successful licensing business—

in the red steering ski, and a horn to warn  exemplified by this popular Baby Racer for kids—to help
inattentive passersby. The battery-powered Baby customers find more ways to experience the brand.
Racer, designed internally by BMW Design-  Source: BMW AG

works, comes in three different models and

costs €79 ($106). Winner of several design prizes and featured in the MOMA in New York, it sells 60,000
units a year. In China, which is now its third-largest market for car sales, BMW opened a store selling mer-
chandise a year before it began assembling cars in the country and had more than 50 BMW stores there
by the end of 2012.4°

Customers may choose to visit brand-related Web sites, participate in chat rooms, or post to dis-
cussions. In this case, customers themselves became brand evangelists and ambassadors and help
communicate about the brand and strengthen the brand ties of others. Strong attitudinal attachment or
social identity or both are typically necessary, however, for active engagement with the brand to occur.
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Building Brand Communities
Apple

Apple encourages owners of its comput-
ers to form local Apple user groups. Over
800 groups exist worldwide, ranging in size
from fewer than 25 members to over 1,000
members. Many groups offer monthly
meetings, an informative newsletter, mem-
ber discounts, special interest groups,
classes, and one-on-one support. Larger
groups offer extensive training programs,
computer labs, and resource libraries. The
user groups provide Apple owners with op-
portunities to learn more about their com-
puters, share ideas, friendships with fellow
Apple users, as well as sponsor special ac-
tivities and events and perform community
service. A visit to Apple’s Web site helps
customers find nearby user groups.

Harley-Davidson

The world-famous motorcycle com-
pany sponsors the Harley Owners Group
(HOG), which by 2011 had 1,200,000 members in chapter
groups all over the world sharing a very simple mission, “To
Ride and Have Fun.” The first-time buyer of a Harley-Davidson
motorcycle gets a free one-year membership. HOG benefits in-
clude a magazine called Hog Tales, a touring handbook, emer-
gency road service, a specially designed insurance program,
theft reward service, discount hotel rates, and a Fly & Ride
program enabling members to rent Harleys while on vacation.
The company also maintains an extensive Web site devoted
to HOG, which includes information about club chapters and
events and features a special members-only section.

Jeep

In addition to joining the hundreds of local Jeep enthusiast
clubs throughout the world, Jeep owners can convene with

Summary.

With 1.2 million members, Harley Owners Group is the quintessential example of
a brand community.

Source: culture-images GmbH/Alamy

their vehicles in wilderness areas across the United States
as part of the company’s official Jeep Jamborees and Jeep
Rocks and Road. A tradition since 1953, Jeep Jamborees
bring Jeep owners and their families together for two-day
off-road adventures in 30 different locations throughout the
United States from spring through autumn each year. Trails
and obstacles are rated on a 1-10 scale in terms of difficulty.
Promising to be “every bit as muddy,” the 2010 Jeep Rocks
and Road tour hit 11 different venues across the country to
allow existing and prospective Jeep owners to put the 2011
vehicle lineup through their paces on and off road.

Sources: www.apple.com, www.harley-davidson.com, and www.jeep.
com; accessed 9 December 2011.

In short, brand resonance and the relationships consumers have with brands

have two dimensions: intensity and activity. Intensity measures the strength of the attitudinal
attachment and sense of community. Activity tells us how frequently the consumer buys and
uses the brand, as well as engages in other activities not related to purchase and consumption.

Brand-Building Implications

The brand resonance model provides a road map and guidance for brand building, a yard-
stick by which brands can assess their progress in their brand-building efforts as well as a
guide for marketing research initiatives. With respect to the latter, one model application
aids in brand tracking and providing quantitative measures of the success of brand-building
efforts (see Chapter 8). Figure 3-4 contains a set of candidate measures for the six brand
building blocks.

The brand resonance model also reinforces a number of important branding tenets, five of
which are particularly noteworthy. We discuss them in the following sections.
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Salience

What brands of product or service category can you think of?
(using increasingly specific product category cues)

Have you ever heard of these brands?

Which brands might you be likely to use under the following
situations . .. ?

How frequently do you think of this brand?

Performance
Compared with other brands in the category, how well does this brand

provide the basic functions of the product or service category?

Compared with other brands in the category, how well does this brand
satisfy the basic needs of the product or service category?

To what extent does this brand have special features?

How reliable is this brand?

How durable is this brand?

How easily serviced is this brand?

How effective is this brand'’s service? Does it completely satisfy your
requirements?

How efficient is this brand'’s service in terms of speed, responsiveness, and
so forth?

How courteous and helpful are the providers of this brand’s service?

How stylish do you find this brand?

How much do you like the look, feel, and other design aspects of
this brand?

Compared with other brands in the category with which it competes, are
this brand’s prices generally higher, lower, or about the same?

Compared with other brands in the category with which it competes, do
this brand’s prices change more frequently, less frequently, or about the
same amount?

Imagery

To what extent do people you admire and respect use this brand?

How much do you like people who use this brand?

How well do the following words describe this brand: down-to-earth,
honest, daring, up-to-date, reliable, successful, upper class, charming,
outdoorsy?

What places are appropriate to buy this brand?

How appropriate are the following situations to use this brand?

Can you buy this brand in a lot of places?

Is this a brand that you can use in a lot of different situations?

To what extent does thinking of the brand bring back pleasant memories?

To what extent do you feel you grew up with the brand?

Judgments

Quality

What is your overall opinion of this brand?

What is your assessment of the product quality of this brand?

To what extent does this brand fully satisfy your product needs?

How good a value is this brand?

Credibility

How knowledgeable are the makers of this brand?

How innovative are the makers of this brand?

How much do you trust the makers of this brand?

To what extent do the makers of this brand understand your needs?
To what extent do the makers of this brand care about your opinions?
To what extent do the makers of this brand have your interests in mind? FIGURE 3-4

(Continued) Possible Measures of
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VL.

Credibility (cont.)

How much do you like this brand?

How much do you admire this brand?

How much do you respect this brand?

Consideration

How likely would you be to recommend this brand to others?

Which are your favorite products in this brand category?

How personally relevant is this brand to you?

Superiority

How unique is this brand?

To what extent does this brand offer advantages that other brands
cannot?

How superior is this brand to others in the category?

Feelings

Does this brand give you a feeling of warmth?

Does this brand give you a feeling of fun?

Does this brand give you a feeling of excitement?

Does this brand give you a feeling of security?

Does this brand give you a feeling of social approval?

Does this brand give you a feeling of self-respect?

Resonance

Loyalty

I consider myself loyal to this brand.

| buy this brand whenever | can.

I buy as much of this brand as | can.

| feel this is the only brand of this product | need.

This is the one brand | would prefer to buy/use.

If this brand were not available, it would make little difference to me if |
had to use another brand.

I would go out of my way to use this brand.

Attachment

I really love this brand.

I would really miss this brand if it went away.

This brand is special to me.

This brand is more than a product to me.

Community

I really identify with people who use this brand.

| feel as if | almost belong to a club with other users of this brand.

This is a brand used by people like me.

| feel a deep connection with others who use this brand.

Engagement

I really like to talk about this brand to others.

I am always interested in learning more about this brand.

I would be interested in merchandise with this brand’s name on it.

I am proud to have others know I use this brand.

I like to visit the Web site for this brand.

Compared with other people, | follow news about this brand closely.

It should be recognized that the core brand values at the bottom two levels of the
pyramid—brand salience, performance, and imagery—are typically more idiosyncratic and
unique to a product and service category than other brand values.

Customers Own the Brands. The basic premise of the brand resonance model is that the true
measure of the strength of a brand is the way consumers think, feel, and act with respect to that brand.
The strongest brands will be those to which consumers become so attached and passionate that they,
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in effect, become evangelists or missionaries and attempt to share their beliefs and spread the word
about the brand. The power of the brand and its ultimate value to the firm reside with customers.

It is through learning about and experiencing a brand that customers end up thinking, feeling,
and acting in a way that allows the firm to reap the benefits of brand equity. Although marketers
must take responsibility for designing and implementing the most effective and efficient
brand-building marketing programs possible, the success of those marketing efforts ultimately
depends on how consumers respond and the actions they take. This response, in turn, depends on
the knowledge that has been created in their minds and hearts for those brands. The Science of
Branding 3-2 describes some criteria to determine whether a company is truly consumer-centric.

Don’t Take Shortcuts with Brands. The brand resonance model reinforces the fact that
there are no shortcuts in building a brand. A great brand is not built by accident but is the prod-
uct of carefully accomplishing—either explicitly or implicitly—a series of logically linked steps
with consumers. The more explicitly marketers recognize the steps and define them as concrete
goals, the more likely they will give them the proper attention and fully realize them so they can
provide the greatest contribution to brand building. The length of time to build a strong brand
will therefore be directly proportional to the amount of time it takes to create sufficient aware-
ness and understanding so that firmly held and felt beliefs and attitudes about the brand are
formed that can serve as the foundation for brand equity.

The brand-building steps may not be equally difficult. Creating brand awareness is a step
that an effectively designed marketing program often can accomplish in a relatively short period
of time. Unfortunately, this step is the one that many brand marketers tend to skip in their mis-
taken haste to quickly establish an image for the brand. It is difficult for consumers to appreciate
the advantages and uniqueness of a brand unless they have some sort of frame of reference for
what the brand is supposed to do and with whom or what it is supposed to compete. Similarly,
consumers cannot have highly positive responses without a reasonably complete understanding
of the brand’s dimensions and characteristics.

Even if, due to circumstances in the marketplace, consumers actually start a repeated-purchase
or behavioral loyalty relationship with a brand without much underlying feeling, judgment, or as-
sociations, these other brand-building blocks will have to come into place at some point to create
true resonance. That is, although the start point may differ, the same steps in brand building eventu-
ally must occur to create a truly strong brand.

Brands Should Have a Duality. One important point reinforced by the model is that a strong
brand has a duality—it appeals to both the head and the heart. Thus, although there may be two
different ways to build loyalty and resonance—going up the left-hand and right-hand sides of
the pyramid—strong brands often do both. Strong brands blend product performance and imag-
ery to create a rich, varied, but complementary set of consumer responses to the brand.

By appealing to both rational and emotional concerns, a strong brand provides consumers
with multiple access points while reducing competitive vulnerability. Rational concerns can
satisfy utilitarian needs, whereas emotional concerns can satisfy psychological or emotional
needs. Combining the two allows brands to create a formidable brand position. Consistent with
this reasoning, a McKinsey study of 51 corporate brands found that having distinctive physical
and emotional benefits drove greater shareholder value, especially when the two were linked.*!

MASTERCARD

MasterCard is an example of a brand with much duality, because it emphasizes both the rational
advantages of the credit card—its acceptance at establishments worldwide—as well as the emotional
advantages—expressed in the award-winning “Priceless” advertising campaign. Ads depict people buying
items to achieve both a very practical goal and a more important emotional goal. The first ad, for example,
showed a father taking his son to a baseball game. As they made purchases on the way to their seats,
superimposed on the screen and in a voiceover came the words:

“Two tickets . . . $46,

“Two hotdogs, two popcorns, two sodas . . . $27,
“One autographed baseball . . . $50,

“Real conversation with 11-year-old son . . . priceless.”
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THE SCIENCE OF BRANDING 3-2

Putting Customers First

At most companies, employees don‘t
have any idea what their firm’s return on
invested capital is, let alone the returns
on specific customer segments—and
even if they knew, they'd be powerless
to do anything about it. But according
to authors Larry Selden and Geoffrey
Colvin, a few companies, such as Dell,
Best Buy, and Royal Bank of Canada,
have been solid stocks for sharehold-
ers through the years because of their
customer-centric approach.

According to these authors,
customer-centricity means that all em-
ployees understand how their actions
affect share price. Selden and Colvin
maintain that customer-centric compa-
nies are a good bet for investors because
they hold an advantage that can lead
to a jump in share price. To determine
whether a company is truly customer-fo-
cused, Selden and Colvin suggest asking
the following five questions:

7-Eleven Japan solicits employee input to devise new ways to better satisfy customers.
Source: REUTERS/Kim Kyung Hoon

1.

Is the company looking for ways to take care of you?
Only a few companies identify customer needs first, and
then create ways to meet them. Too many companies try
to make customers buy the products and services they al-
ready offer. Royal Bank of Canada is an example of a com-
pany that found a customer segment with unique needs
and met those needs. Many of the bank’s customers were
Canadians who spent winters in Florida or Arizona. Those
customers, who tended to be affluent, wanted to bor-
row money in the United States for homes and get a U.S.
credit rating that reflected their Canadian record. They also
wanted to be served by employees who knew the United
States as well as Canada. To serve those customers, the
bank opened a branch in Florida through its U.S. subsidi-
ary. The results were exceptional: customers signed up
in droves, and the new branch was profitable in months
rather than the typical years. Opening new branches aimed
at specific customer segments represented a growth op-
portunity for the bank’s shareholders.

segments, but no one owns any specific one. At companies
with customer-centric approaches, however, things are dif-
ferent. At Best Buy, for example, one manager is account-
able for the “soccer-mom” segment across multiple stores.

4. Is the company managed for shareholder value? If
a company is managed for shareholder value, employees
know about earning a return on invested capital that ex-
ceeds the cost of capital, plus investing increasing amounts
of capital at that positive spread and maintaining that
spread for as long as possible. Customer-centric companies
apply those criteria to customer segments. They know how
much capital they've invested in a segment and how much
return they earn on it. They maintain the positive spread by
creating and reinventing enduring customer relationships.

5. Is the company testing new customer offers and
learning from the results? Constant learning about
what customers want and a formal process for sharing it
are critical to customer-centricity. 7-Eleven Japan has done
this well. Every week, employees from all over Japan would

2. Does the company know its customers well enough to meet to discuss hypotheses tested and verified in the
differentiate between them? True differentiation means stores. Ideas such as changing the lunch menu for the next
knowing who your various customer segments are, what day based on the predicted weather (like serving hot noo-
each group wants, where the groups are shopping, and how dles on a cool day) were heard throughout the company.
to serve the customers individually. For example, Best Buy
configures some stores to serve its “soccer-mom” customer
segment and chers to entice a segment of affluent entertain- Sources: Larry Selden and Geoffrey Colvin, “5 Rules for Finding the
ment lovers with stores that have home-theater demo rooms. Next Dell,” Fortune, 12 July 2004; Larry Selden and Geoffrey Colvin,

3. Is someone accountable for customers? At most com- Angel Customers and Demon Customers: Discover Which Is Which and

panies, various departments own pieces of customer

Turbo-Charge Your Stock (New York: Portfolio, 2003).
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The ad ended with the tagline, “There Are Some Things Money Can’t Buy; For Everything Else There’s
MasterCard” and “Accepted At Ballparks Coast-to-Coast.” The ads reinforced the notion that the ultimate
goal of MasterCard—a feeling, an accomplishment, or other intangible—was truly “priceless.” The
campaign has been so successful that it has run around the world, with appropriate cultural adaptation.
The baseball spot, for example, was redone as a cricket ad for Australia. The campaign has received many
awards, including four EFFIES from the American Marketing Association for effectiveness.*

Brands Should Have Richness. The level of detail in the brand resonance model high-
lights the number of possible ways to create meaning with consumers and the range of possible
avenues to elicit consumer responses. Collectively, these various aspects of brand meaning and
the resulting responses produce strong consumer bonds to the brand. The various associations
making up the brand image may be reinforcing, helping strengthen or increase the favorability
of other brand associations, or they may be unique, helping add distinctiveness or offset some
potential deficiencies. Strong brands thus have both breadth (in terms of duality) and depth (in
terms of richness).

At the same time, brands should not necessarily be expected to score highly on all the vari-
ous dimensions and categories making up each core brand value. Building blocks can have hi-
erarchies in their own right. For example, with respect to brand awareness, typically marketers
should first establish category identification in some way before considering strategies to expand
brand breadth via needs satisfied or benefits offered. With brand performance, they may wish to
first link primary characteristics and related features before attempting to link additional, more
peripheral associations.

Similarly, brand imagery often begins with a fairly concrete initial articulation of user and
usage imagery that, over time, leads to broader, more abstract brand associations of personality,
value, history, heritage, and experience. Brand judgments usually begin with positive quality and
credibility perceptions that can lead to brand consideration and then perhaps ultimately to assess-
ments of brand superiority. Brand feelings usually start with either experiential ones (warmth,
fun, and excitement) or inward ones (security, social approval, and self-respect.) Finally, reso-
nance again has a clear ordering, whereby behavioral loyalty is a starting point, but attitudinal
attachment or a sense of community is almost always needed for active engagement to occur.

Brand Resonance Provides Important Focus. As Figure 3-1 shows, brand resonance is the
pinnacle of the brand resonance model and provides important focus and priority for decision
making about marketing. Marketers building brands should use brand resonance as a goal and a
means to interpret their brand-related marketing activities. The question to ask is, To what extent
is marketing activity affecting the key dimensions of brand resonance—consumer loyalty, at-
tachment, community, or engagement with the brand? Is marketing activity creating brand per-
formance and imagery associations and consumer judgments and feelings that will support these
brand resonance dimensions?

SHUTTERFLY

A brand that has explicitly considered how to build brand resonance is Shutterfly. Although known in
particular for its online photographic services, Shutterfly defines itself more broadly as an “Internet-based
social expression and personal publishing service” that “provides high-quality products and world-class
services that make it easy, convenient and fun for consumers to preserve their digital photos in a cre-
ative and thoughtful manner.” In a highly competitive marketplace, Shutterfly’s flagship product, Photo
Book, allows customers to create custom photo books in professionally bound coffee table form. The
company'’s brand objective is to be a “Trusted Partner.” To further that goal and to help create a strong
personal connection with its users, brand marketing emphasizes social influence and being smart and
fun. Shutterfly also offers social media services that allow users to share photos uploaded on their site
with blogs and social networks like Facebook and Twitter.*?

It is virtually impossible, however, for consumers to experience an intense, active loyalty
relationship with all the brands they purchase and consume. Thus, some brands will be more
meaningful to consumers than others, because of the nature of their associated product or
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FIGURE 3-5
Brand Value Chain

service, the characteristics of the consumer, and so on. Some brands have more resonance
potential than others. When it is difficult to create a varied set of feelings and imagery as-
sociations, marketers might not be able to obtain the deeper aspects of brand resonance like
active engagement. Nevertheless, by taking a broader view of brand loyalty, they may be able
to gain a more holistic appreciation for their brand and how it connects to consumers. And
by defining the proper role for the brand, they should be able to obtain higher levels of brand
resonance.

THE BRAND VALUE CHAIN

Developing a strong positioning and building brand resonance are crucial marketing goals. To
better understand the ROI of marketing investments, however, another tool is necessary. The
brand value chain is a structured approach to assessing the sources and outcomes of brand eq-
uity and the manner by which marketing activities create brand value.* It recognizes that many
different people within an organization can affect brand equity and need to be aware of relevant
branding effects. The brand value chain thus provides insights to support brand managers, chief
marketing officers, managing directors, and chief executive officers, all of whom may need dif-
ferent types of information.

The brand value chain has several basic premises. Consistent with the brand resonance
model, it assumes that the value of a brand ultimately resides with customers. Based on this
insight, the model next assumes that the brand value creation process begins when the firm in-
vests in a marketing program targeting actual or potential customers (stage 1). The associated
marketing activity then affects the customer mind-set—what customers know and feel about
the brand—as reflected by the brand resonance model (stage 2). This mind-set, across a broad
group of customers, produces the brand’s performance in the marketplace—how much and
when customers purchase, the price that they pay, and so forth (stage 3). Finally, the investment
community considers this market performance—and other factors such as replacement cost and
purchase price in acquisitions—to arrive at an assessment of shareholder value in general and a
value of the brand in particular (stage 4).

The model also assumes that a number of linking factors intervene between these stages.
These linking factors determine the extent to which value created at one stage transfers or “mul-
tiplies” to the next stage. Three sets of multipliers moderate the transfer between the marketing
program and the three value stages: the program quality multiplier, the marketplace conditions
multiplier, and the investor sentiment multiplier. The brand value chain model is summarized in
Figure 3-5. Next we describe the value stages and multiplying factors in more detail and look at
examples of both positive and negative multiplier effects.

Marketing Customer Market Shareholder
VALUE Program ——p Mind-Set Performance Value
STAGES Investment
- Product - Awareness - Price premiums - Stock price
- Communications - Associations - Price elasticities - P/E ratio
- Trade - Attitudes - Market share - Market capitalization
- Employee - Attachment - Expansion success
- Other - Activity - Cost structure
- Profitability
MULTIPLIERS Program Marketplace Investor
Quality Conditions Sentiment
Multiplier Multiplier Multiplier
- Distinctiveness - Competitive reactions - Market dynamics
- Relevance - Channel support - Growth potential
- Integrated - Customer size and profile - Risk profile
- Value - Brand contribution
- Excellence
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Value Stages

Brand value creation begins with marketing activity by the firm.

Marketing Program Investment. Any marketing program investment that can contribute
to brand value development, intentionally or not, falls into this first value stage. Chapters 4—7
outline many such marketing activities, like product research, development, and design; trade
or intermediary support; marketing communications including advertising, promotion, spon-
sorship, direct and interactive marketing, personal selling, publicity, and public relations; and
employee training. A big investment of course does not guarantee success. The ability of a mar-
keting program investment to transfer or multiply farther down the chain depends on gualitative
aspects of the marketing program and the program quality multiplier.

Program Quality Multiplier. The ability of the marketing program to affect the customer
mind-set will depend on its quality. Throughout the book, we review a number of different
means to judge the quality of a marketing program. One handy way to remember some key con-
siderations is through the acronym DRIVE, as follows:

1. Distinctiveness: How unique is the marketing program? How creative or differentiating
is it?

2. Relevance: How meaningful is the marketing program to customers? Do consumers feel the
brand is one they should seriously consider?

3. Integrated: How well integrated is the marketing program at one point in time and over
time? Do all aspects combine to create the biggest impact with customers as possible? Does
the marketing program relate effectively to past marketing programs and properly balance
continuity and change, evolving the brand in the right direction?

4. Value: How much short-run and long-run value does the marketing program create? Will it
profitably drive sales in the short run? Will it build brand equity in the long run?

5. Excellence: Is the individual marketing activity designed to satisfy the highest standards?
Does it reflect state-of-the art thinking and corporate wisdom as success factors for that par-
ticular type of marketing activity?

Not surprisingly, a well-integrated marketing program, carefully designed and implemented
to be highly relevant and unique, is likely to achieve a greater return on investment from market-
ing program expenditures. For example, despite being outspent by such beverage brand giants
as Coca-Cola, Pepsi, and Budweiser, the California Milk Processor Board was able to reverse
a decades-long decline in consumption of milk in California through the well-designed and ex-
ecuted “Got Milk?” campaign.

On the other hand, numerous marketers have found that expensive marketing programs do
not necessarily produce sales unless they are well conceived. For example, through the years,
brands such as Michelob, Minute Maid, 7UP, and others have seen their sales slide despite siz-
able marketing expenditures because of poorly targeted and delivered marketing campaigns.

Customer Mind-Set. In what ways have customers been changed as a result of the marketing
program? How have those changes manifested themselves in the customer mind-set?

Remember, the customer mind-set includes everything that exists in the minds of customers
with respect to a brand: thoughts, feelings, experiences, images, perceptions, beliefs, and atti-
tudes. In its totality, the brand resonance model captures a wide range of aspects of the customer
mind-set. To provide a concise summary, a shorter “5 As” list can highlight important measures
of the customer mind-set as suggested by the resonance model:

1. Brand Awareness: The extent and ease with which customers recall and recognize the brand
and can identify the products and services with which it is associated.

2. Brand Associations: The strength, favorability, and uniqueness of perceived attributes and
benefits for the brand. Brand associations often represent key sources of brand value, be-
cause they are the means by which consumers feel brands satisfy their needs.

3. Brand Attitudes: Overall evaluations of the brand in terms of its quality and the satisfaction
it generates.
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4. Brand Attachment: The degree of loyalty the customer feels toward the brand. A strong
form of attachment, adherence, is the consumer’s resistance to change and the ability of a
brand to withstand bad news like a product or service failure. In the extreme, attachment can
even become addiction.

5. Brand Activity: The extent to which customers use the brand, talk to others about the brand,
seek out brand information, promotions, and events, and so on.

These five dimensions can be easily related to the brand resonance model (awareness relates
to salience, associations relate to performance and imagery, attitudes relate to judgments and
feelings, and attachment and activity relate to resonance). As in the resonance model, an obvi-
ous hierarchy exists in the dimensions of value: awareness supports associations, which drive
attitudes that lead to attachment and activity. Brand value is created at this stage when customers
have (1) deep, broad brand awareness; (2) appropriately strong, favorable, and unique points-
of-parity and points-of-difference; (3) positive brand judgments and feelings; (4) intense brand
attachment and loyalty; and (5) a high degree of brand activity.

Creating the right customer mind-set can be critical in terms of building brand equity and
value. AMD and Cyrix found that achieving performance parity with Intel’s microprocessors did
not return benefits in 1998, when original equipment manufacturers were reluctant to adopt the
new chips because of their lack of a strong brand image with consumers. Moreover, success with
consumers may not translate to success in the marketplace unless other conditions also prevail.
The ability of this customer mind-set to create value at the next stage depends on external factors
we call the marketplace conditions multiplier, as follows.

Marketplace Conditions Multiplier. The extent to which value created in the minds of cus-
tomers affects market performance depends on factors beyond the individual customer. Three
such factors are:

1. Competitive superiority: How effective are the marketing investments of competing brands?

2. Channel and other intermediary support: How much brand reinforcement and selling effort
is being put forth by various marketing partners?

3. Customer size and profile: How many and what types of customers are attracted to the
brand? Are they profitable?

The value created in the minds of customers will translate to favorable market performance when
competitors fail to provide a significant threat, when channel members and other intermediaries pro-
vide strong support, and when a sizable number of profitable customers are attracted to the brand.

The competitive context faced by a brand can have a profound effect on its fortunes. For
example, Nike and McDonald’s have benefited in the past from the prolonged marketing woes of
their main rivals, Reebok and Burger King, which both have suffered from numerous reposition-
ings and management changes. On the other hand, MasterCard has had to contend for the past
decade with two strong, well-marketed brands in Visa and American Express and consequently
has faced an uphill battle gaining market share despite its well-received “Priceless” ad cam-
paign, as described earlier in this chapter.

Market Performance. We saw in Chapter 2 that the customer mind-set affects how custom-
ers react in the marketplace in six main ways. The first two relate to price premiums and price
elasticities. How much extra are customers willing to pay for a comparable product because of
its brand? And how much does their demand increase or decrease when the price rises or falls? A
third outcome is market share, which measures the success of the marketing program in driving
brand sales. Taken together, the first three outcomes determine the direct revenue stream attribut-
able to the brand over time. Brand value is created with higher market shares, greater price pre-
miums, and more elastic responses to price decreases and inelastic responses to price increases.
The fourth outcome is brand expansion, the success of the brand in supporting line and cat-
egory extensions and new-product launches into related categories. This dimension captures the
brand’s ability to add enhancements to the revenue stream. The fifth outcome is cost structure
or, more specifically, reduced marketing program expenditures thanks to the prevailing customer
mind-set. When customers already have favorable opinions and knowledge about a brand, any
aspect of the marketing program is likely to be more effective for the same expenditure level;
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alternatively, the same level of effectiveness can be achieved at a lower cost because ads are
more memorable, sales calls more productive, and so on. When combined, these five outcomes
lead to brand profitability, the sixth outcome.

The ability of the brand value created at this stage to reach the final stage in terms of stock
market valuation again depends on external factors, this time according to the investor sentiment
multiplier.

Investor Sentiment Multiplier. Financial analysts and investors consider a host of factors in
arriving at their brand valuations and investment decisions. Among them are the following:

*  Market dynamics: What are the dynamics of the financial markets as a whole (interest rates,
investor sentiment, supply of capital)?

*  Growth potential: What is the growth potential or prospects for the brand and the industry
in which it operates? For example, how helpful are the facilitating factors and how inhibit-
ing are the hindering external factors that make up the firm’s economic, social, physical, and
legal environment?

* Risk profile: What is the risk profile for the brand? How vulnerable is the brand to those
facilitating and inhibiting factors?

* Brand contribution: How important is the brand to the firm’s brand portfolio?

The value the brand creates in the marketplace is most likely fully reflected in shareholder
value when the firm is operating in a healthy industry without serious environmental hindrances
or barriers, and when the brand contributes a significant portion of the firm’s revenues and ap-
pears to have bright prospects.

The obvious examples of brands that benefited from a strong market multiplier—at least for
a while—were the numerous dot-com brands at the turn of the century, such as Pets.com, eToys,
Boo.com, and Webvan. The huge premium placed on their (actually negative) market perfor-
mance, however, quickly disappeared—and in some cases so did the whole company!

On the other hand, many firms have lamented what they perceive as undervaluation by the
market. For example, repositioned companies such as Corning have found it difficult to realize
what they viewed as their true market value due to lingering investor perceptions from their past.
Corning’s heritage was in dishes and cookware; its more recent emphasis is on telecommunica-
tions, flat panel displays, and the environmental, life sciences, and semiconductor industries.

Shareholder Value. Based on all available current and forecasted information about a brand,
as well as many other considerations, the financial marketplace formulates opinions and assess-
ments that have very direct financial implications for the brand value. Three particularly impor-
tant indicators are the stock price, the price/earnings multiple, and overall market capitalization
for the firm. Research has shown that not only can strong brands deliver greater returns to stock-
holders, they can do so with less risk.®

Implications

According to the brand value chain, marketers create value first by making shrewd investments
in their marketing program and then by maximizing, as much as possible, the program, cus-
tomer, and market multipliers that translate that investment into bottom-line financial benefits.
The brand value chain thus provides a structured means for managers to understand where and
how value is created and where to look to improve that process. Certain stages will be of greater
interest to different members of the organization.

Brand and category marketing managers are likely to be interested in the customer mind-
set and the impact of the marketing program on customers. Chief marketing officers (CMOs),
on the other hand, are likely to be more interested in market performance and the impact of
customer mind-set on actual market behaviors. Finally, a managing director or CEO is likely to
focus on shareholder value and the impact of market performance on investment decisions.

The brand value chain has a number of implications. First, value creation begins with the
marketing program investment. Therefore, a necessary—but not sufficient—condition for value
creation is a well-funded, well-designed, and well-implemented marketing program. It is rare
that marketers can get something for nothing.
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Second, value creation requires more than the initial marketing investment. Each of the
three multipliers can increase or decrease market value as it moves from stage to stage. In other
words, value creation also means ensuring that value transfers from stage to stage. Unfortu-
nately, many factors that can inhibit value creation may be largely out of the marketer’s hands,
like investors’ industry sentiment. Recognizing the uncontrollable nature of these factors is im-
portant to help put in perspective the relative success or failure of a marketing program to create
brand value. Just as sports coaches cannot be held accountable for unforeseen circumstances
such as injuries to key players and financial constraints that make it difficult to attract top talent,
so marketers cannot necessarily be held accountable for certain market forces and dynamics.

Third, as we’ll outline in Chapters 8—10, the brand value chain provides a detailed road map
for tracking value creation that can make marketing research and intelligence efforts easier. Each
of the stages and multipliers has a set of measures by which we can assess it. In general, there
are three main sources of information, and each taps into one value stage and one multiplier. The
first stage, the marketing program investment, is straightforward and can come from the market-
ing plan and budget. We can assess both customer mind-set and the program quality multiplier
with quantitative and qualitative customer research. Market performance and the marketplace
conditions multiplier appear in market scans and internal accounting records. Finally, we can
estimate shareholder value and the investor sentiment multiplier through investor analysis and
interviews.

Modifications to the brand value chain can expand its relevance and applicability. First,
there are a number of feedback loops. For example, stock prices can have an important effect
on employee morale and motivation. Second, in some cases, the value creation may not occur
sequentially. For example, stock analysts may react to an ad campaign for the brand—either
personally or in recognition of public acceptance—and factor those reactions directly into their
investment assessments. Third, some marketing activities may have only very diffuse effects
that manifest over the long term. For example, cause-related or social responsibility marketing
activity might affect customer or investor sentiment slowly over time. Fourth, both the mean and
the variance of some brand value chain measures could matter. For example, a niche brand may
receive very high marks but only across a very narrow range of customers.

REVIEW

Brand planning is aided by three interlocking models that can both qualitatively guide and interpret
possible marketing actions as well as quantitatively measure marketing effects (see Figure 3-6).
Chapter 2 introduced the brand positioning model. This chapter described in detail the second and
third brand planning tools—the brand resonance and brand value chain models.

The brand resonance model lists a series of steps for building a strong brand: (1) establish-
ing the proper brand identity, (2) creating the appropriate brand meaning, (3) eliciting the right
brand responses, and (4) forging appropriate brand relationships with customers. Specifically,
according to this model, building a strong brand requires establishing breadth and depth of brand
awareness; creating strong, favorable, and unique brand associations; eliciting positive, accessi-
ble brand responses; and forging intense, active brand relationships. Achieving these four steps,
in turn, means establishing six brand building blocks: brand salience, brand performance, brand
imagery, brand judgments, brand feelings, and brand resonance.

The strongest brands excel on all six of these dimensions and thus fully execute all four
steps of building a brand. In the brand resonance model, the most valuable brand building block,
brand resonance, occurs when all the other core brand values are completely “in sync” with
respect to customers’ needs, wants, and desires. In other words, brand resonance reflects a com-
pletely harmonious relationship between customers and the brand. With true brand resonance,
customers have a high degree of loyalty marked by a close relationship with the brand and ac-
tively seek means to interact with the brand and share their experiences with others. Firms that
are able to achieve resonance and affinity with their customers should reap a host of valuable
benefits, such as greater price premiums and more efficient and effective marketing programs.

Thus, the basic premise of the brand resonance model is that the true measure of the
strength of a brand depends on how consumers think, feel, and act with respect to that brand.
Achieving brand resonance requires eliciting the proper cognitive appraisals and emotional
reactions to the brand from customers. That, in turn, necessitates establishing brand identity
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and creating the right meaning in terms of brand performance and brand imagery associations.
A brand with the right identity and meaning can make a customer believe it is relevant and “my
kind of product.” The strongest brands will be those to which consumers become so attached
and passionate that they, in effect, become evangelists or missionaries and attempt to share
their beliefs and spread the word about the brand.

The brand value chain is a means to trace the value creation process for brands to better
understand the financial impact of brand marketing expenditures and investments. Taking the
customer’s perspective of the value of a brand, the brand value chain assumes that the brand
value creation process begins when the firm invests in a marketing program targeting actual
or potential customers. Any marketing program investment that potentially can be attributed to
brand value development falls into this category, for example, product research, development,
and design; trade or intermediary support; and marketing communications.

The marketing activity associated with the program then affects the customer mind-set with
respect to the brand—what customers know and feel about the brand. The customer mind-set
includes everything that exists in the minds of customers with respect to a brand: thoughts, feel-
ings, experiences, images, perceptions, beliefs, attitudes, and so forth. Consistent with the brand
resonance model, five key dimensions that are particularly important measures of the customer
mind-set are brand awareness, brand associations, brand attitudes, brand attachment, and brand
activity or experience.

The customer mind-set affects how customers react or respond in the marketplace in a
variety of ways. Six key outcomes of that response are price premiums, price elasticities,
market share, brand expansion, cost structure, and brand profitability. Based on a thorough
understanding of the brand’s past, current and future prospects, as well as other factors, the
financial marketplace then formulates opinions and makes various assessments that have direct
financial implications for the value of the brand. Three particularly important indicators are the
stock price, the price/earnings multiple, and overall market capitalization for the firm.

The model also assumes that a number of linking factors intervene between these stages.
These linking factors determine the extent to which value created at one stage transfers or “mul-
tiplies” to the next stage. Thus, there are three sets of multipliers that moderate the transfer

FIGURE 3-6

The Brand Planning
Models
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between the marketing program and the subsequent three value stages: the program multiplier,
the customer multiplier, and the market multiplier.

Once marketers have determined the brand planning, they can put into place the actual mar-
keting program to create, strengthen, or maintain brand associations. Chapters 4-7 in Part III of
the text describe some of the important marketing issues in designing brand-building marketing
programs.

DISCUSSION QUESTIONS

1. Pick a brand. Attempt to identify its sources of brand equity. Assess its level of brand aware-
ness and the strength, favorability, and uniqueness of its associations.

2. Which brands do you have the most resonance with? Why?

. Can every brand achieve resonance with its customers? Why or why not?

4. Pick a brand. Assess the extent to which the brand is achieving the various benefits of
brand equity.

5. Which companies do you think do a good job managing their customers? Why?

w

BRAND FOCUS 3.0

Creating Customer Value

M any firms are now more carefully defining the financial
value of prospective and actual customers and devising mar-
keting programs to optimize that value. Customer—brand rela-
tionships are the foundation of brand resonance and building a
strong brand. Marketers have long recognized the importance

customer-based brand equity concept certainly puts that notion
front and center, making it clear that the power of a brand re-
sides in the minds of consumers and customers.

Too many firms, however, still find themselves paying the
price for lacking a customer focus. Even the biggest firms can

of adopting a strong consumer and customer orientation. The stumble.

VOLKSWAGEN

After a remarkable revival in the 1990s when it enjoyed 50 percent growth for seven straight years,
Volkswagen AG did not fare well around the turn of the century. By 2005, the company was experienc-
ing stagnant sales and losing money in its critical U.S. market. The culprit? According to VW CEO Bernd
Pischetsrieder, “The biggest failure in Volkswagen is too little customer focus.” In his view, the company
was paying too much attention to technology and features that he felt customers didn't necessarily want
to pay for. According to Pischetsrieder, “The first question is, how does it help the customer and will the
customer pay for it? When we have a test drive, the question is not whether | like it. It's will the customer
pay for it? Or will the customer not even notice it?” As an example of its new reemphasis on the consumer,
VW changed the design of the 2011 Jetta it sold in the United States to better reflect U.S. preferences (and
bigger bodies). Greater leg and trunk room and larger cup holders were added and costs savings were
found to make it more affordable versus its Japanese import competitors.*®

Volkswagen is not alone in recognizing the financial value of customer experiences. Many
firms are now more carefully defining the financial value of prospective and actual customers
and devising marketing programs to optimize that value.

Customer Equity

Many firms have introduced customer relationship marketing programs to improve customer in-
teractions. Some marketing observers encourage firms to formally define and manage the value
of their customers. The concept of customer equity can be useful in that regard. Although we can
define customer equity in different ways, one definition calls it “the sum of lifetime values of all
customers.”*’ Customer lifetime value (CLV) is affected by revenue and by the cost of customer
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acquisition, retention, and cross-selling. Several different concepts and approaches have been
put forth that are relevant to the topic of customer equity. Let’s look at a few.

Blattberg and Colleagues. Blattberg and Deighton have defined customer equity as the op-
timal balance between what marketers spend on customer acquisition and what they spend on
customer retention.*® They calculated customer equity as follows:

We first measure each customer’s expected contribution toward offsetting the compa-
ny’s fixed costs over the expected life of that customer. Then we discount the expected
contributions to a net present value at the company’s target rate of return for marketing
investments. Finally, we add together the discounted, expected contributions of all cur-
rent contributions.

The authors offer the following observation:

Ultimately, we contend that the appropriate question for judging new products, new
programs, and new customer-service initiatives should not be, Will it attract new cus-
tomers? or, Will it increase our retention rates? but rather, Will it grow our customer
equity? The goal of maximizing customer equity by balancing acquisition and retention
efforts properly should serve as the star by which a company steers its entire marketing
program.

Blattberg and Deighton offer eight guidelines as a means of maximizing customer equity:

. Invest in highest-value customers first.

. Transform product management into customer management.

. Consider how add-on sales and cross-selling can increase customer equity.

. Look for ways to reduce acquisition costs.

. Track customer equity gains and losses against marketing programs.

. Relate branding to customer equity.

. Monitor the intrinsic retainability of your customers.

. Consider writing separate marketing plans—or even building two marketing organizations—
for acquisition and retention efforts.

0NN Ut B W=

Rust, Zeithaml, and Lemon. Rust, Zeithaml, and Lemon define customer equity as the dis-
counted lifetime values of a firm’s customer base.*” According to their view, customer equity is
made up of three components and key drivers:

* Value equity: Customers’ objective assessment of the utility of a brand based on perceptions
of what is given up for what is received. Three drivers of value equity are quality, price, and
convenience.

* Brand equity: Customers’ subjective and intangible assessment of the brand, above and be-
yond its objectively perceived value. Three key drivers of brand equity are customer brand
awareness, customer brand attitudes, and customer perception of brand ethics.

* Relationship equity: Customers’ tendency to stick with the brand, above and beyond objec-
tive and subjective assessments of the brand. Four key drivers of relationship equity are loy-
alty programs, special recognition and treatment programs, community-building programs,
and knowledge-building programs.

Note that this definition of brand equity differs from the customer-based brand equity definition
proposed in this text, which puts the focus on the beneficial differential response to marketing
activity that strong brands produce.

These authors propose that the three components of customer equity vary in importance
by company and industry. For example, they suggest that brand equity will matter more with
low-involvement purchases involving simple decision processes (like facial tissues), when
the product is highly visible to others, when experiences associated with the product can be
passed from one individual or generation to the next, or when it is difficult to evaluate the
quality of a product or service prior to consumption. On the other hand, value equity will
be more important in business-to-business settings, whereas retention equity will be more
important for companies that sell a variety of products and services to the same customer.
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FIGURE 3-7

Brand and Customer
Management

Rust and colleagues advocate customer-centered brand management to firms with the
following directives that, they maintain, go against current management convention:

1. Make brand decisions subservient to decisions about customer relationships.

. Build brands around customer segments, not the other way around.

. Make your brands as narrow as possible.

. Plan brand extensions based on customer needs, not component similarities.

. Develop the capability and the mind-set to hand off customers to other brands in the
company.

. Take no heroic measures to try to save ineffective brands.

. Change how you measure brand equity to make individual-level calculations.
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Kumar and Colleagues. 1In a series of studies, Kumar and his colleagues explore a number
of questions concerning customer lifetime value and how firms should allocate their market-
ing spending to customer acquisition and retention efforts.® The authors show that marketing
contacts across various channels influence CLV nonlinearly. Customers who are selected on the
basis of their lifetime value provide higher profits in future periods than do customers selected
on the basis of several other customer-based metrics. Kumar and his colleagues show how each
customer varies in his or her lifetime value to a firm, and how customer lifetime value computa-
tions require different approaches depending on the business application. They also demonstrate
how their framework, which incorporates projected profitability of customers in the computation
of lifetime duration, can be superior to traditional methods such as the recency, frequency, and
monetary value framework and past customer value.

Relationship of Customer Equity to Brand Equity. Brand equity management can be re-
lated to customer equity management in different ways. One way to reconcile the two points of
view is to think of a matrix where all the brands and sub-brands and variants that a company
offers are rows, and all the different customer segments or individual customers that purchase
those brands are columns (see Figure 3-7). Effective brand and customer management would
necessarily take into account both the rows and the columns to arrive at optimal marketing
solutions.

Differences Between the Two Points of View. As they have been developed conceptually
and put into practice, however, the two perspectives tend to emphasize different aspects (see
Figure 3-8). The customer equity perspective puts much focus on the bottom-line financial value
created by customers. Its clear benefit is the quantifiable measures of financial performance it
provides. In its calculations, however, the customer equity perspective largely ignores some of
the important advantages of creating a strong brand, such as the ability of a strong brand to at-
tract higher quality employees, elicit stronger support from channel and supply chain partners,
create growth opportunities through line and category extensions and licensing, and so on.

The customer equity perspective also tends to be less prescriptive about specific marketing
activities beyond general recommendations toward customer acquisition, retention, and cross-
selling. The customer equity perspective does not always fully account for competitive response

CUSTOMERS
Segment 1 Segment 2 » Segment N

Brand 1

Brand 2

BRANDS

v
Brand M
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and the resulting moves and countermoves, nor does it fully account for social network effects,
word of mouth, and customer-to-customer recommendations.

Thus, customer equity approaches can overlook the “option value” of brands and their po-
tential impact on revenues and costs beyond the current marketing environment. Brand equity,
on the other hand, tends to put more emphasis on strategic issues in managing brands and how
marketing programs can be designed to create and leverage brand awareness and image with
customers. It provides much practical guidance for specific marketing activities.

With a focus on brands, however, managers do not always develop detailed customer analy-
ses in terms of the brand equity they achieve with specific consumers or groups of consumers
and the resulting long-term profitability that is created. Brand equity approaches could benefit
from sharper segmentation schemes.

Reconciling the Two Points of View. There is no question that customer equity and brand
equity are related. In theory, both approaches can be expanded to incorporate the other point of
view and they are clearly inextricably linked. Customers drive the success of brands, but brands
are the necessary touchpoint that firms have to connect with their customers. Customer-based
brand equity maintains that brands create value by eliciting differential customer response to
marketing activities. The higher price premiums and increased levels of loyalty engendered by
brands generate incremental cash flows.

Many of the actions that will increase brand equity will increase customer equity and vice
versa. In practice, customer equity and brand equity are complementary notions in that they tend
to emphasize different considerations. Brand equity tends to put more emphasis on the “front
end” of marketing programs and intangible value potentially created by marketing programs;
customer equity tends to put more emphasis on the “back end” of marketing programs and the
realized value of marketing activities in terms of revenue.

The two concepts go hand in hand: customers need and value brands, but a brand ultimately
is only as good as the customers it attracts. As evidence of this duality, consider the role of the
retailer as “middleman” between firms and consumers. Retailers clearly recognize the impor-
tance of both brands and customers. A retailer chooses to sell those brands that are the best
“bait” for those customers it wants to attract. Retailers essentially assemble brand portfolios
to establish a profitable customer portfolio. Manufacturers make similar decisions, developing
brand portfolios and hierarchies to maximize their customer franchises.

But effective brand management is critical, and it is a mistake to ignore its important role
in developing long-term profit streams for firms. Some marketing observers have perhaps mini-
mized the challenge and value of strong brands to overly emphasize the customer equity per-
spective, for example, maintaining that “our attitude should be that brands come and go—but
customers . . . must remain.”>! Yet, that statement can easily be taken to the logical, but opposite,
conclusion: “Through the years, customers may come and go, but strong brands will endure.”
Perhaps the main point is that both are really crucial, and the two perspectives can help improve
the marketing success of a firm. The customer-based brand equity concept is an attempt to do
just that.

FIGURE 3-8

Brand Equity vs.
Customer Equity
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PART Il DESIGNING AND IMPLEMENTING BRAND
MARKETING PROGRAMS

Choosing Brand Elements
to Build Brand Equity

Learning Objectives
After reading this chapter, you should be able to

1. Identify the different types of brand elements.

2. List the general criteria for choosing brand
elements.

3. Describe key tactics in choosing different brand
elements.

4. Explain the rationale for “mixing and matching”
brand elements.

5. Highlight some of the legal issues surrounding
brand elements.

A brand symbol like

the Energizer Bunny
can reinforce key brand
associations and be used
in a variety of different
communication
applications.

Source: Paul Martinka/
Polaris/Newscom
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FIGURE 4-1

Criteria for Choosing
Brand Elements

Preview

Brand elements, sometimes called brand identities, are those trademarkable devices that serve
to identify and differentiate the brand. The main ones are brand names, URLs, logos, symbols,
characters, spokespeople, slogans, jingles, packages, and signage. The customer-based brand eq-
uity model suggests that marketers should choose brand elements to enhance brand awareness;
facilitate the formation of strong, favorable, and unique brand associations; or elicit positive
brand judgments and feelings. The test of the brand-building ability of a brand element is what
consumers would think or feel about the product if they knew only that particular brand element
and not anything else about the product and how else it would be branded or marketed. A brand
element that provides a positive contribution to brand equity conveys or implies certain valued
associations or responses.

This chapter considers how marketers choose brand elements to build brand equity. After
describing the general criteria for choosing brand elements, we consider specific tactical issues
for each of the different types of brand elements and finish by discussing how to choose the best
brand elements to build brand equity. Brand Focus 4.0 at the end of the chapter highlights some
legal issues for branding.

CRITERIA FOR CHOOSING BRAND ELEMENTS

In general, there are six criteria for brand elements (with more specific subchoices for each, as
shown in Figure 4-1):

1. Memorable
. Meaningful
. Likable

. Transferable
. Adaptable

. Protectable

AU A W

1. Memorable
Easily recognized
Easily recalled

2. Meaningful
Descriptive
Persuasive

3. Likable
Fun and interesting
Rich visual and verbal imagery
Aesthetically pleasing

4. Transferable
Within and across product categories
Across geographic boundaries and cultures

5. Adaptable
Flexible
Updatable

6. Protectable
Legally
Competitively
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The first three criteria—memorability, meaningfulness, and likability—are the marketer’s
offensive strategy and build brand equity. The latter three, however, play a defensive role for
leveraging and maintaining brand equity in the face of different opportunities and constraints.
Let’s consider each of these general criteria.

Memorability

A necessary condition for building brand equity is achieving a high level of brand awareness.
Brand elements that promote that goal are inherently memorable and attention-getting and there-
fore facilitate recall or recognition in purchase or consumption settings. For example, a brand of
propane gas cylinders named Blue Rhino featuring a powder-blue animal mascot with a distinc-
tive yellow flame is likely to stick in the minds of consumers.

Meaningfulness

Brand elements may take on all kinds of meaning, with either descriptive or persuasive content.
We saw in Chapter 1 that brand names can be based on people, places, animals or birds, or other
things or objects. Two particularly important criteria are how well the brand element conveys the
following:

* General information about the function of the product or service: Does the brand element
have descriptive meaning and suggest something about the product category, the needs sat-
isfied or benefits supplied? How likely is it that a consumer could correctly identify the
product category for the brand based on any one brand element? Does the brand element
seem credible in the product category?

* Specific information about particular attributes and benefits of the brand: Does the brand
element have persuasive meaning and suggest something about the particular kind of prod-
uct, or its key points-of-difference attributes or benefits? Does it suggest something about
some aspect of the product performance or the type of person who might use the brand?

The first dimension is an important determinant of brand awareness and salience; the second, of
brand image and positioning.

Likability

Independent of its memorability and meaningfulness, do customers find the brand element aes-
thetically appealing?' Is it likable visually, verbally, and in other ways? Brand elements can
be rich in imagery and inherently fun and interesting, even if not always directly related to the
product.

A memorable, meaningful, and likable set of brand elements offers many advantages be-
cause consumers often do not examine much information in making product decisions. Descrip-
tive and persuasive elements reduce the burden on marketing communications to build awareness
and link brand associations and equity, especially when few other product-related associations
exist. Often, the less concrete the possible product benefits are, the more important is the cre-
ative potential of the brand name and other brand elements to capture intangible characteristics
of a brand.

KFC

KFC is the world’s most popular chicken restaurant chain, and there is no doubt that KFC's success can
be partly attributed to a powerful set of memorable, meaningful, and likable brand elements. The brand
name itself is indicative as to what the brand is offering: Kentucky Fried Chicken. Originating in the
1950s, KFC's “finger lickin’ good” slogan has resonated with families worldwide for over 50 years, along
with its distinctive packaging, including the paper bucket with red and white coloring. KFC's pioneer,
Colonel Harland Sanders, remains a key character and symbol in KFC's advertising, packaging, and brand-
ing. “The Colonel” is one of the most recognized, respected, and beloved brand icons to ever exist.
Aside from slight changes to his attire, he continues to remind customers of the tasty, high-quality, fresh
chicken with the 11 secret herbs and spices that he began making more than 50 years ago. KFC's official
URL is kfc.com, which includes more than 30 international Web sites covering the Americas, Europe, Asia,
and Australia.?
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“The Colonel” is one of the world’s most recognized brand icons.

Source: Anthony Seebaran/istock.com

Transferability

Transferability measures the extent to which the brand element adds to the brand equity for new
products or in new markets for the brand. There are several aspects to this criterion.

First, how useful is the brand element for line or category extensions? In general, the
less specific the name, the more easily it can be transferred across categories. For example,
Amazon connotes a massive South American river and therefore as a brand can be appro-
priate for a variety of different types of products. Books “R” Us obviously would not have
afforded the same flexibility if Amazon had chosen that name to describe its original line of
business.

Second, to what extent does the brand element add to brand equity across geographic
boundaries and market segments? To a large extent this depends on the cultural content and lin-
guistic qualities of the brand element. One of the main advantages of nonmeaningful, synthetic
names like Exxon is that they transfer well into other languages.

The difficulties or mistakes that even top marketers have encountered in translating their
brand names, slogans, and packages into other languages and cultures over the years have be-
come legendary. As an example, Microsoft was challenged when launching its Vista operating
system in Latvia, because the name means “chicken” or “frumpy woman” in the local language.3
Figure 4-2 includes some of the more notorious mishaps.4 To avoid such complications, compa-
nies must review all their brand elements for cultural meaning before introducing the brand into
a new market.

Adaptability

The fifth consideration for brand elements is their adaptability over time. Because of changes in
consumer values and opinions, or simply because of a need to remain contemporary, most brand
elements must be updated. The more adaptable and flexible the brand element, the easier it is to
update it. For example, logos and characters can be given a new look or a new design to make
them appear more modern and relevant.
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Although it can be difficult to judge the accuracy of some reports of past marketing
failures, here are some of the more widely cited global branding failures reported
over the years.

1. When Braniff translated a slogan touting its upholstery, “Fly in leather,” it
came out in Spanish as “Fly naked.”

2. Coors put its slogan, “Turn it loose,” into Spanish, where it was read as
“Suffer from diarrhea.”

3. Chicken magnate Frank Perdue’s line, “It takes a tough man to make a
tender chicken,” sounds much more interesting in Spanish: “It takes a sexually
stimulated man to make a chicken affectionate.”

4. When Pepsi started marketing its products in China, it translated the slogan
“Pepsi Brings You Back to Life” pretty literally. In Chinese it really meant, “Pepsi
Brings Your Ancestors Back from the Grave.”

5. Clairol introduced the “Mist Stick,” a curling iron, into Germany only to find out
that mist is slang for manure in German.

6. Japan’s Mitsubishi Motors had to rename its Pajero model in Spanish-speaking
countries because the term related to masturbation.

7. Toyota Motor’s MR2 model dropped the number in France because the
combination sounded like a French swearword.

MICHELIN MAN

Michelin recently launched a newer, slimmer version of its famous tubby Michelin Man (whose real name is
Bibendum) to mark his 100th year. A company press release notes, “Thinner and smiling, Bibendum will look like
the leader he is, with an open and reassuring manner.” Michelin has used the character to promote its brand
values of research, safety, and environmentalism through the years. In 2000, Bibendum was voted the “greatest
logo in history” in a competition sponsored by the Financial Times. In a 2009 global campaign that featured the
character as a hero, the Michelin Man—uwhich has been the exclusive focus of Michelin advertising since 2001—
moved from a “more passive endorser to a more active problem solver.” Reinforced by the slogan “The Right Tire
Changes Everything,” the new ad campaign emphasized the role tires play people’s everyday lives.”

Michelin makes some of g moss fuel etficient longest Lasting fires. Pha they
OMfes mare secursty with Sheir incredibie Hoppeg power. See how the right

The Michelin Man—whose actual name is Bibendum—has served as the centerpiece of the tire
brand’s advertising for years.

Source: Michelin, North America

FIGURE 4-2

Global Branding
Mishaps
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From Calloway golf clubs to Louis
Vuitton handbags, counterfeit versions of
well-known brands are everywhere. The
current size of the counterfeit market is
estimated to be $600 billion, represent-
ing costs of $200-$250 billion annually
to U.S. businesses. The fakes are soaking
up profits faster than multinationals can
squash counterfeiting operations, and
they're getting tougher and tougher to
distinguish from the real thing. The dif-
ference can be as subtle as lesser-quality
leather in a purse or fake batteries inside
a cell phone. And counterfeiters can pro-
duce fakes cheaply by cutting corners on
safety and quality, as well as by avoiding
paying for marketing, R&D, or advertising.

It's not just luxury items and con-
sumer electronics that are being copied.
The World Health Organization says up
to 10 percent of medicines worldwide are
counterfeited. Those drugs not only pur-
loin pharmaceutical industry profits but also present a danger to
anyone who takes them because they are manufactured under
inadequate safety controls.

Counterfeiting has become increasingly sophisticated and
pervasive. To avoid being detected, counterfeiters are knocking
off smaller brands that don’t have the resources to fight back,
focusing on fewer high-end brands given the recent economic
downturn, and increasing prices on fake goods sold over the
Web to counter consumer suspicions.

The U.S. Trade Representative’s office now publishes an an-
nual “notorious markets” list of the worst sites—physical and
online—for piracy and counterfeiting. These days, 81 percent
of counterfeit goods in the United States come from China.
Other sources are Russia, Ukraine, Pakistan, India, Mexico,
and several countries in Southeast Asia (Philippines, Thailand,
and Indonesia) and Latin America (Ecuador, Paraguay, and
Argentina).

The operations are financed by such varied sources as
Middle East businessmen who invest in facilities in Asian
countries for export, local Chinese entrepreneurs, and crimi-
nal networks. Online auction retailers such as eBay and
China’s Baidu have become unintentional middleman in the
market and have been successfully sued for millions by luxury
makers such as LVMH (which makes Louis Vuitton, among
other brands).

The replication process has also speeded up as counterfeit-
ers have honed their engineering skills and increased their speed.
Chinese factories can now copy a new model of a golf club in
less than a week. And executives at a variety of companies say
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THE SCIENCE OF BRANDING 4-1

Counterfeit Business Is Booming

A popular target for counterfeiters who turn out fakes like these, Louis Vuitton
uses legal means to vigorously defend its trademarks.

Source: lain Masterton/Alamy

counterfeiters have no trouble copying holograms and other se-
curity devices intended to distinguish real products from fakes.

Producing counterfeit goods is as profitable as trading in il-
legal drugs but does not carry the same risk. In many countries,
convicted counterfeiters get off with a fine of a few thousand
dollars. Chinese authorities have ignored the problem for years,
mostly because it did not hurt Chinese industries. But as the
country’s corporate interests grow and Chinese companies
start getting hurt by the counterfeit industry, experts say the
Chinese government will be more cooperative. They believe
China is the key to stemming the counterfeit trade.

Some companies have decided to target the end users of
knockoff products, hoping manufacturers will eventually be
forced to get a license and pay royalties. And some patent hold-
ers are beginning to get creative and target anyone on the supply
chain who knowingly ignores counterfeit businesses. Louis Vuitton
has partnered with New York City landlords to prevent the sale of
counterfeit Louis Vuitton goods by tenants on notorious knockoff
hot spot Canal Street. But because the business of counterfeiting
thrives on globalization, experts say all many companies can do
for now is hope to slow, not stop, the counterfeiters.

Interestingly, some provocative academic research shows
that fake products are not uniformly bad for companies.
Although some consumers may initially feel pleased at buying
a fake handbag, for example, many ultimately realize the fake
cannot replace the genuine item. While some who cannot
afford to buy genuine luxury items may always buy fakes, other
consumers will find that buying a counterfeit motivates them
to later buy the real thing.
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Sources: Julia Boorstin, “Louis Vuitton Tests a New Way to Fight
the Faux,” Fortune, 16 May 2005; Robert Klara, “The Fight Against
Fakes,” Brandweek, 27 June 2009; Stephanie Clifford, “Economic
Indicator: Even Cheaper Knockoffs,” New York Times, 31 July 2010;
“U.S. Calls China’s Baidu ‘Notorious Market’,” Reuters, 28 February
2011; Renée Richardson Gosline, “Rethinking Brand Contamination:
How Consumers Maintain Distinction When Symbolic Boundaries Are
Breached,” working paper, MIT Sloan School of Management, 2009;

Keith Wilcox, Hyeong Min Kim, and Sankar Sen, “Why Do Consum-
ers Buy Counterfeit Luxury Brands?,” Journal of Marketing Research,
46 (April 2009): 247-259; Young Jee Han, Joseph C Nunes, and Xavier
Dreze, “Signaling Status with Luxury Goods: The Role of Brand Prom-
inence,” Journal of Marketing 74 (July 2010): 15-30; Katherine White
and Jennifer J. Argo, “When Imitation Doesn’t Flatter: The Role of
Consumer Distinctiveness in Responses to Mimicry,” Journal of Con-
sumer Research 38 (December 2011): 667-680.
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Protectability

The sixth and final general consideration is the extent to which the brand element is protectable—
both in a legal and a competitive sense. Marketers should (1) choose brand elements that can be legally
protected internationally, (2) formally register them with the appropriate legal bodies, and (3) vigorously
defend trademarks from unauthorized competitive infringement. The necessity of legally protecting the
brand is dramatized by the billions of dollars in losses in the United States alone from unauthorized use
of patents, trademarks, and copyrights, as described in The Science of Branding 4-1.

Another consideration is whether the brand is competitively protectable. If a name, pack-
age, or other attribute is too easily copied, much of the uniqueness of the brand may disappear.
For example, consider the once red-hot ice-beer category. Although Molson Ice was one of the
early entries in the category, it quickly lost its pioneering advantage when Miller Ice and what
later became Bud Ice were introduced. Marketers need to reduce the likelihood that competitors
can create a derivative based on the product’s own elements.

OPTIONS AND TACTICS FOR BRAND ELEMENTS

Consider the advantages of “Apple” as the name of a personal computer. Apple was a simple
but well-known word that was distinctive in the product category—which helped develop brand
awareness. The meaning of the name also gave the company a “friendly shine” and warm brand
personality. It could also be reinforced visually with a logo that would transfer easily across geo-
graphic and cultural boundaries. Finally, the name could serve as a platform for sub-brands like
the Macintosh, aiding the introduction of brand extensions. As Apple illustrates, a well-chosen
brand name can make an appreciable contribution to the creation of brand equity.

What would an ideal brand element be like? Consider brand names—perhaps the most
central of all brand elements. Ideally, a brand name would be easily remembered, highly
suggestive of both the product class and the particular benefits that served as the basis of its
positioning, inherently fun or interesting, rich with creative potential, transferable to a wide
variety of product and geographic settings, enduring in meaning and relevant over time, and
strongly protectable both legally and competitively.

Unfortunately, it is difficult to choose a brand name—or any brand element, for that
matter—that satisfies all these criteria. The more meaningful the brand name, for example, the
more difficult it may be to transfer it to new product categories or translate it to other cultures.
This is one reason why it’s preferable to have multiple brand elements. Let’s look at the major
considerations for each type of brand element.

Brand Names

The brand name is a fundamentally important choice because it often captures the central theme
or key associations of a product in a very compact and economical fashion. Brand names can be
an extremely effective shorthand means of communication.® Whereas an advertisement lasts half
a minute and a sales call could run to hours, customers can notice the brand name and register its
meaning or activate it in memory in just a few seconds.

Because it is so closely tied to the product in the minds of consumers, however, the brand
name is also the most difficult element for marketers to change. So they systematically research
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FIGURE 4-3
Lippincott Brand Name
Taxonomy

Source: http://www.
lippincott.com/

them before making a choice. The days when Henry Ford II could name his new automobile the
“Edsel” after the name of a family member seem to be long gone.

Is it difficult to come up with a brand name? Ira Bachrach, a well-known branding consul-
tant, has noted that although there are 140,000 words in the English vocabulary, the average U.S.
adult recognizes only 20,000; Bachrach’s consulting company, NameLab, sticks to the 7,000
words that make up the vocabulary of most TV programs and commercials.

Although that may seem to allow a lot of choices, each year tens of thousands of new brands
are registered as legal trademarks. In fact, arriving at a satisfactory brand name for a new prod-
uct can be a painfully difficult and prolonged process. After realizing that most of the desirable
brand names are already legally registered, many a frustrated executive has lamented that “all
the good ones are taken.”

In some ways, this difficulty should not be surprising. Any parent can probably sympathize
with how hard it can be to choose a name for a child, as evidenced by the thousands of babies
born without names each year because their parents have not decided on—or perhaps not agreed
upon—a name yet. It is rare that naming a product can be as easy as it was for Ford when it in-
troduced the Taurus automobile.

“Taurus” was the code name given to the car during its design stage because the chief engi-
neer’s and product manager’s wives were both born under that astrological sign. As luck would
have it, upon closer examination, the name turned out to have a number of desirable characteris-
tics. When it was chosen as the actual name for the car, Ford saved thousands and thousands of
dollars in additional research and consulting expenses.

Naming Guidelines. Selecting a brand name for a new product is certainly an art and a sci-
ence. Figure 4-3 displays the different types of possible brand names according to brand identity
experts Lippincott. Like any brand element, brand names must be chosen with the six general
criteria of memorability, meaningfulness, likability, transferability, adaptability, and protectabil-
ity in mind.

Brand Awareness Brand names that are simple and easy to pronounce or spell, familiar and
meaningful, and different, distinctive, and unusual can obviously improve brand awareness.’

Simplicity and Ease of Pronunciation and Spelling.  Simplicity reduces the effort consumers have
to make to comprehend and process the brand name. Short names often facilitate recall because
they are easy to encode and store in memory—consider Aim toothpaste, Raid pest spray, Bold
laundry detergent, Suave shampoo, Off insect repellent, Jif peanut butter, Ban deodorant, and Bic
pens. Marketers can shorten longer names to make them easier to recall. For example, over the
years Chevrolet cars have also become known as “Chevy,” Budweiser beer has become “Bud,” and
Coca-Cola is also “Coke.”®

Surname
Dell, Siemens, Gillette

Descriptive
American Online, Pizza Hut, General Motors

Invented
Haagen-Dazs, Kodak, Xerox

Connotative
Duracell, Humana, Infiniti

Bridge
Westin, DaimlerChrysler, ExxonMobil

Arbitrary
Apple, Yahoo!, Infiniti
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To encourage word-of-mouth exposure that helps build strong memory links, marketers
should also make brand names easy to pronounce. Also keep in mind that rather than risk the
embarrassment of mispronouncing a difficult name like Hyundai automobiles, Shiseido cosmet-
ics, or Fagonnable clothing, consumers may just avoid pronouncing it altogether.

Brands with difficult-to-pronounce names have an uphill battle because the firm has to
devote so much of its initial marketing effort to teaching consumers how to pronounce the
name. Polish vodka Wyborowa (pronounced VEE-ba-ro-va) was supported by a print ad to help
consumers pronounce the brand name—a key factor for success in the distilled spirits category,
where little self-service exists and consumers usually need to ask for the brand in the store.”

Ideally, the brand name should have a clear, understandable, and unambiguous pronuncia-
tion and meaning. However, the way a brand is pronounced can affect its meaning, so consumers
may take away different perceptions if ambiguous pronunciation results in different meanings.
One research study showed that certain hypothetical products with brand names that were
acceptable in both English and French, such as Vaner, Randal, and Massin, were perceived as
more “hedonic” (providing pleasure) and were better liked when pronounced in French than in
English.'”

Pronunciation problems may arise from not conforming to linguistic rules. Although Honda
chose the name “Acura” because it was associated with words connoting precision in several
languages, it initially had some trouble with consumer pronunciation of the name (AK-yur-a) in
the U.S. market, perhaps in part because the company chose not to use the phonetically simpler
English spelling of Accura (with a double ¢).

To improve pronounceability and recallability, many marketers seek a desirable ca-
dence and pleasant sound in their brand names.!! For example, brand names may use al-
literation (repetition of consonants, such as in Coleco), assonance (repetition of vowel
sounds, such as in Ramada Inn), consonance (repetition of consonants with intervening
vowel change, such as in Hamburger Helper), or rhythm (repetition of pattern of syllable
stress, such as in Better Business Bureau). Some words employ onomatopoeia—words
composed of syllables that when pronounced generate a sound strongly suggestive of
the word’s meaning, like Sizzler restaurants, Cap’n Crunch cereal, Ping golf clubs, and
Schweppes carbonated beverages.

Familiarity and Meaningfulness. The brand name should be familiar and meaningful so it can
tap into existing knowledge structures. It can be concrete or abstract in meaning. Because the
names of people, objects, birds, animals, and inanimate objects already exist in memory, con-
sumers have to do less learning to understand their meanings as brand names.'? Links form more
easily, increasing memorability.'? Thus, when a consumer sees an ad for the first time for a car
called “Fiesta,” the fact that the consumer already has the word stored in memory should make it
easier to encode the product name and thus improve its recallability.

To help create strong brand-category links and aid brand recall, the brand name may
also suggest the product or service category, as do JuicyJuice 100 percent fruit juices,
Ticketron ticket selling service, and Newsweek weekly news magazine. Brand elements that are
highly descriptive of the product category or its attribute and benefits can be quite restrictive,
however.'* For example, it may be difficult to introduce a soft drink extension for a brand
called JuicyJuice!

Differentiated, Distinctive, and Unique. ~Although choosing a simple, easy-to-pronounce, familiar,
and meaningful brand name can improve recallability, to improve brand recognition, on the other
hand, brand names should be different, distinctive, and unusual. As Chapter 2 noted, recognition
depends on consumers’ ability to discriminate between brands, and more complex brand names
are more easily distinguished. Distinctive brand names can also make it easier for consumers to
learn intrinsic product information. '

A brand name can be distinctive because it is inherently unique, or because it is unique in
the context of other brands in the category.'® Distinctive words may be seldom-used or atypi-
cal words for the product category, like Apple computers; unusual combinations of real words,
like Toys*“R”Us; or completely made-up words, like Cognos or Luxottica. Even made-up brand
names, however, have to satisfy prevailing linguistic rules and conventions—for example, try to
pronounce names without vowels such as BIfft, Xgpr, or Msdy!
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FIGURE 4-4

Sample Suggestive
Brand Names

ColorStay lipsticks

Head & Shoulders shampoo

Close-Up toothpaste

SnackWell reduced fat snacks

DieHard auto batteries

Mop & Glo floor wax

Lean Cuisine low-calorie frozen entrees
Shake’n Bake chicken seasoning
Sub-Zero refrigerators and freezers
Cling-Free static buildup remover

Here too there are trade-offs. Even if a distinctive brand name is advantageous for brand
recognition, it also has to be credible and desirable in the product category. A notable exception is
Smuckers jelly, which has tried to turn the handicap of its distinctive—but potentially dislikable—
name into a positive through its slogan, “With a Name Like Smucker’s, It Has to Be Good!”

Brand Associations Because the brand name is a compact form of communication, the explic-
it and implicit meanings consumers extract from it are important. In naming a new peer-to-peer
communication technology, the founders landed on the descriptive “Sky peer-to-peer” which
they decided to shorten to Skyper. When the corresponding Web address Skyper.com was not
available, they shortened it again to the much more user-friendly Skype.]7

The brand name can be chosen to reinforce an important attribute or benefit association
that makes up its product positioning (see Figure 4-4). Besides performance-related consider-
ations, brand names can also communicate more abstract considerations as do names like Joy
dishwashing liquid, Caress soap, and Obsession perfume. Consider the reasoning behind the
name of Colgate’s new mini toothbrush.

COLGATE WISP

Famed brand-identity firm Lexicon has developed some wildly successful brand names, such as BlackBerry,
Dasani, Febreze, OnStar, Pentium, Scion, and Swiffer. To develop a name for a new disposable mini tooth-
brush from Colgate, the firm went through a careful development process. The center of the disposable
toothbrush held a dab of special toothpaste that made rinsing unnecessary and brushing on the go pos-
sible. Deciding to focus on the lightness, softness, and gentleness of the product, Lexicon’s global network
of 70 linguists in 50 countries brainstormed metaphors and sounds that conveyed lightness. One name—
Wisp—jumped out at company founder David Placek. Subsequent consumer research validated its positive
connotations, and a new name was born.'®

Colgate decided to call its new disposable mini-toothbrush Wisp because the name had positive
connotations of lightness.

Source: Colgate-Palmolive Company
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A descriptive brand name should make it easier to link the reinforced attribute or
benefit.!” Consumers will find it easier to believe that a laundry detergent “adds fresh scent”
to clothes if it has a name like “Blossom” than if it’s called something neutral like “Circle.”?’
However, brand names that reinforce the initial positioning of a brand may make it harder
to link new associations to the brand if it later has to be repositioned.?! For example, if
a laundry detergent named Blossom is positioned as “adding fresh scent,” it may be more
difficult to later reposition the product, if necessary, and add a new brand association that
it “fights tough stains.” Consumers may find it more difficult to accept or just too easy to
forget the new positioning when the brand name continues to remind them of other product
considerations.

With sufficient time and the proper marketing programs, however, this difficulty can some-
times be overcome. Southwest Airlines no longer stands for airline service just in Texas and
the southwestern United States; and RadioShack doesn’t just provide equipment for ham radio
operators and now sells a wide variety of consumer electronics. Such marketing maneuvers can
be a long and expensive process, however. Imagine the difficulty of repositioning brands such as
“I Can’t Believe It’s Not Butter!” or “Gee, Your Hair Smells Terrific!” Thus, it is important when
choosing a meaningful name to consider the possibility of later repositioning and the necessity
of linking other associations.

Meaningful names are not restricted to real words. Consumers can extract meaning,
if they so desire, even from made-up or fanciful brand names. For example, one study of
computer-generated brand names containing random combinations of syllables found that
“whumies” and “quax” reminded consumers of a breakfast cereal and that “dehax” reminded
them of a laundry detergent.?? Thus, consumers were able to extract at least some prod-
uct meaning from these essentially arbitrary names when instructed to do so. Nevertheless,
consumers are likely to extract meaning from highly abstract names only when they are suf-
ficiently motivated.

Marketers generally devise made-up brand names systematically, basing words on combi-
nations of morphemes. A morpheme is the smallest linguistic unit having meaning. There are
7,000 morphemes in the English language, including real words like “man” and prefixes, suf-
fixes, or roots. For example, Nissan’s Sentra automobile is a combination of two morphemes
suggesting “central” and “sentry.”>> By combining carefully chosen morphemes, market-
ers can construct brand names that actually have some relatively easily inferred or implicit
meaning.

Brand names raise a number of interesting linguistic issues.’* Figure 4-5 contains an
overview of different categories of linguistic characteristics, with definitions and examples.
Even individual letters can contain meaning that may be useful in developing a new brand
name. The letter X became popular (e.g., ESPN’s X Games and Nissan’s Xterra SUV) be-
cause X represents “extreme,” “on the edge,” and “youth.”?> Research has shown that in some
instances, consumers prefer products with brand names bearing some of the letters from their
own name (Jonathan may exhibit a greater-than-expected preference for a product named
Jonoki).2®

The sounds of letters can take on meaning as well.”’ For example, some words begin with
phonemic elements called plosives, like the letters b, ¢, d, g, k, p, and t, whereas others use
sibilants, which are sounds like s and soft c. Plosives escape from the mouth more quickly than
sibilants and are harsher and more direct. Consequently, they are thought to make names more
specific and less abstract, and to be more easily recognized and recalled.”® On the other hand,
because sibilants have a softer sound, they tend to conjure up romantic, serene images and are
often found in the names of products such as perfumes—think of Chanel, Ciara (by Revlon), and
Shalimar and Samsara (Guerlin).?’

One study found a relationship between certain characteristics of the letters of brand names
and product features: As consonant hardness and vowel pitch increased in hypothetical brand
names for toilet paper and household cleansers, consumer perception of the harshness of the
product also increased.*® The actual font or logotype used to express the brand name may also
change consumer impressions.>!

Brands are not restricted to letters alone.*? Alphanumeric names may include a mixture of
letters and digits (WD-40), a mixture of words and digits (Formula 409), or mixtures of letters or
words and numbers in written form (Saks Fifth Avenue). They can also designate generations or
relationships in a product line like BMW’s 3, 5, and 7 series.

1.27
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FIGURE 4-5

Brand Name Linguistic
Characteristics

Alliteration
Assonance
Consonance

Masculine rhyme
Feminine rhyme
Weak/imperfect/slant rhyme

Onomatopoeia

Clipping
Blending

Initial plosives
Unusual or incorrect spellings

Abbreviations
Acronyms

Affixation
Compounding

Metaphor

Metonymy

Synecdoche
Personification/pathetic fallacy
Oxymoron

Paranomasia
Semantic appositeness

Consonant repetition (Coca-Cola)

Vowel repetition (Kal Kan)

Consonant repetition with intervening vowel
changes

(Weight Watchers)

Rhyme with end-of-syllable stress (Max Pax)
Unaccented syllable followed by accented
syllable

(American Airlines)

Vowels differ or consonants similar, not
identical (Black & Decker)

Use of syllable phonetics to resemble the
object itself (Wisk)

Product names attenuated (Chevy)
Morphemic combination, usually with elision
(Aspergum, Duracell)

/bl, Ic-hardl, /dl, /g-hardl, Iki, Ip/, Iql, It/ (Bic)

Kool-Aid
7 UP for Seven Up
Amoco

Jell-O
Janitor-in-a-Drum

Representing something as if it were
something else (Arrid); simile is included with
metaphor when a name describes a likeness
and not an equality (AquaFresh)
Application of one object or quality for
another (Midas)

Substitution of a part for the whole (Red
Lobster)

Humanizing the nonhuman, or ascription of
human emotions to the inanimate

(Betty Crocker)

Conjunction of opposites (Easy-Off)

Pun and word plays (Hawaiian Punch)

Fit of name with object (Bufferin)

Naming Procedures. A number of different procedures or systems have been suggested for
naming new products. Most adopt a procedure something along the following lines. Figure 4-6
displays some common naming mistakes according to leading marketing and branding consul-
tancy Lippincott.®3

1. Define objectives. First, define the branding objectives in terms of the six general criteria we
noted earlier, and in particular define the ideal meaning the brand should convey. Recognize
the role of the brand within the corporate branding hierarchy and how it should relate to
other brands and products (we’ll discuss this in Chapter 11). In many cases, existing brand
names may serve, at least in part. Finally, understand the role of the brand within the entire
marketing program and the target market.
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Using cliched words such as

“Innovation” or “Solution” in a name.

In most industry situations these kinds of
words are so overused, they no longer
have meaning.

Insisting on a name that can be
found in an English dictionary.

Not only are such names scarce, they also
may cause translation or other linguistic
problems.

Taking the easy way out and
settling on initials.

Initials may be easier to trademark, but
an enormous budget is typically required
to give them meaning.

Using terms like “Extra,” “Plus,”
or “New"” to communicate next
generation products or improved
line extensions.

Three more examples of words that have
lost their meaning through overuse.

Adopting license-plate shorthand.

A name that customers have to work too
hard to figure out is a turnoff—and a
wasted opportunity.

Seeing how many names can be
combined to make a confusing
brand

Most that initially started in this direction
have truncated to simpler shorter
alternatives.
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FIGURE 4-6
Asking for suggestions from friends The results that come from this approach Seven Crucial Naming
and other uninformed sources. seldom relate to or express a company’s Mistakes

business startegy. Source: http://www.

lippincott.com/

. Generate names. With the branding strategy in place, next generate as many names and
concepts as possible. Any potential sources of names are valid: company management
and employees; existing or potential customers (including retailers or suppliers if relevant);
ad agencies, professional name consultants, and specialized computer-based naming com-
panies. Tens, hundreds, or even thousands of names may result from this step.

. Screen initial candidates. Screen all the names against the branding objectives and market-
ing considerations identified in step 1 and apply the test of common sense to produce a more
manageable list. For example, General Mills starts by eliminating the following:

e Names that have unintentional double meaning

* Names that are unpronounceable, already in use, or too close to an existing name
* Names that have obvious legal complications

* Names that represent an obvious contradiction of the positioning

Next General Mills runs in-depth evaluation sessions with management personnel and
marketing partners to narrow the list to a handful of names, often conducting a quick-and-
dirty legal search to help screen out possible problems.

. Study candidate names. Collect more extensive information about each of the final 5-10
names. Before spending large amounts of money on consumer research, it is usually advis-
able to do an extensive international legal search. Because this step is expensive, marketers
often search on a sequential basis, testing in each country only those names that survived
the legal screening from the previous country.

. Research the final candidates. Next, conduct consumer research to confirm management ex-
pectations about the memorability and meaningfulness of the remaining names. Consumer
testing can take all forms. Many firms attempt to simulate the actual marketing program
and consumers’ likely purchase experiences as much as possible.3'4 Thus, they may show
consumers the product and its packaging, price, or promotion so that they understand the
rationale for the brand name and how it will be used. Other aids in this kind of research are
realistic three-dimensional packages and concept boards or low-cost animatic advertising
using digital techniques. Marketers may survey many consumers to capture differences in
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regional or ethnic appeal. They should also factor in the effects of repeated exposure to the
brand name and what happens when the name is spoken versus written.

6. Select the final name. Based on all the information collected from the previous step, man-
agement should choose the name that maximizes the firm’s branding and marketing objec-
tives and then formally register it.

Some segment of consumers or another will always have at least some potentially negative
associations with a new brand name. In most cases, however, assuming they are not severe, these
associations will disappear after the initial marketing launch. Some consumers will dislike a new
brand name because it’s unfamiliar or represents a deviation from the norm. Marketers should
remember to separate these temporal considerations from more enduring effects. Here is how a
new airline arrived at its name.*

SCOOT

In a bid to tap the growing demand for low-cost, no-frills air travel over long distance, Singapore Airlines
(SIA) has launched a new budget carrier called Scoot. This new carrier began operations in June 2012 and
has plans to fly to selected cities in Australia and China.

Right from the start, the airline’s intention is to adopt an upbeat, fun, and quirky approach to its
branding. After going through a pitch with a number of advertising agencies, the airline appointed local
ad agencies Sparkfury and Tangoshark to capture the essence of the brand. According to CEO Campbell
Wilson, the unusual name “Scoot” was chosen because it was short, snappy, and stands out. He added
that the new airline will have “Scootitude”—a different attitude which will guide the way in which they
interact with their customers and each other, how their product, systems, and processes are designed,
and how they differentiate themselves from their competitors. In line with the brand name, the bright
yellow logo conveys warmth, energy, and informality, with the “t” tilted to give a nonconformist twist. The
aircraft also come with waves of yellow color to give a sense of motion and youthfulness, while the cabin
crew wear matching yellow tops.3®

Singapore Airlines’ new budget carrier Scoot markets itself
as upbeat and fun. Its informal branding illustrates this.

Source: Steve Allen/Dreamstime.com
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URLs

URLs (uniform resource locators) specify locations of pages on the Web and are also commonly
referred to as domain names. Anyone wishing to own a specific URL must register and pay for
the name. As companies clamored for space on the Web, the number of registered URLSs in-
creased dramatically. Every three-letter combination and virtually all words in a typical English
dictionary have been registered. The sheer volume of registered URLs often makes it necessary
for companies to use coined words for new brands if they wish to have a Web site for the brand.
For example, when Andersen Consulting selected its new name, it chose the coined word “Ac-
centure” in part because the URL www.accenture.com had not been registered.

Another issue facing companies with regard to URLSs is protecting their brands from un-
authorized use in other domain names.>” A company can sue the current owner of the URL for
copyright infringement, buy the name from the current owner, or register all conceivable varia-
tions of its brand as domain names ahead of time.

In 2010, cybersquatting cases reached record levels. Cybersquatting or domain squatting, as
defined by government law, is registering, trafficking in, or using a domain name with bad-faith
intent to profit from the goodwill of a trademark belonging to someone else. The cybersquatter
then offers to sell the domain to the person or company who owns a trademark contained within
the name at an inflated price. Under such cases, trademark holders sue for infringement of their
domain names through the WIPO (an agency of the UN).*8

The top five areas of legal activity initiated by companies are in the retail, banking and
finance, biotechnology and pharmaceuticals, Internet and IT, and fashion industries. In 2009,
Citibank successfully filed suit against Shui of China under the Anticybersquatting and Consumer
Protection Act by showing that (1) Shui had a bad-faith intent to profit from using the domain
name citybank.org; and (2) that the name was confusingly similar to, or dilutive of, Citibank’s
distinctive or famous mark. Shui was forced to pay Citibank $100,000 and its legal fees.*

Many sources list the current total of registered domain names at or close to the 200 mil-
lion mark. As the domain name market has exploded, ICANN—a nonprofit that governs the
industry—announced it would begin accepting applications to register customized and unlimited
URLSs. This decision could have a significant impact for companies, which can now register
brand URLs. Canon and Hitachi were among the first brands to apply to register their brand
names under the new top-level domain policy.

Brand recall is critical for URLs because it increases the likelihood that consumers easily re-
member the URL to get to the site. At the peak of the Internet boom, investors paid $7.5 million for
Business.com, $2.2 million for Autos.com, and $1.1 million for Bingo.com. Many of these “com-
mon noun” sites failed, however, and were criticized, among other things, for having names that
were too generic. Many firms adopted names that started with a lowercase e or i and ended in “net,”
“systems,” or, especially, “com.” Most of these names became liabilities after the Internet bubble
burst, forcing firms such as Internet.com to revert to a more conventional name, INTMedia Group.

Yahoo!, however, was able to create a memorable brand and URL. Jerry Yang and David
Filo named their Internet portal (created as a Stanford University thesis project) “Yahoo!” after
thumbing through the dictionary for words that began with “ya,” the universal computing acro-
nym for “yet another.” Filo stumbled upon yahoo, which brought back fond childhood memories
of his father calling him “little yahoo.” Liking the name, they created a more complete acronym:
“Yet another hierarchical officious oracle.”*

Typically, for an existing brand, the main URL is a straightforward and maybe even literal
translation of the brand name, like www.shell.com, although there are some exceptions and vari-
ations, such as www.purplepill.com for the Nexium acid-reflux medication Web site.

Logos and Symbols

Although the brand name typically is the central element of the brand, visual elements also play
a critical role in building brand equity and especially brand awareness. Logos have a long history
as a means to indicate origin, ownership, or association. For example, families and countries
have used logos for centuries to visually represent their names (think of the Hapsburg eagle of
the Austro-Hungarian Empire).

Logos range from corporate names or trademarks (word marks with text only) written in a
distinctive form, to entirely abstract designs that may be completely unrelated to the word mark,
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corporate name, or corporate activities.*! Examples of brands with strong word marks and no
accompanying logo separate from the name include Coca-Cola, Dunhill, and Kit Kat. Examples
of abstract logos include the Mercedes star, Rolex crown, CBS eye, Nike swoosh, and Olympic
rings. These non—word mark logos are also often called symbols.

Many logos fall between these two extremes. Some are literal representations of the brand
name, enhancing brand meaning and awareness, such as the Arm and Hammer, American Red
Cross, and Apple logos. Logos can be quite concrete or pictorial in nature like the American
Express centurion, the Land o’ Lakes Native American, the Morton salt girl with umbrella,
and Ralph Lauren’s polo player. Certain physical elements of the product or company can
become a symbol, as did the Goodyear blimp, McDonald’s golden arches, and the Playboy
bunny ears.

Like names, abstract logos can be quite distinctive and thus recognizable. Nevertheless,
because abstract logos may lack the inherent meaning present with a more concrete logo, one
danger is that consumers may not understand what the logo is intended to represent without a
significant marketing initiative to explain its meaning. Consumers can evaluate even fairly ab-
stract logos differently depending on the shape.

Benefits. Logos and symbols are often easily recognized and can be a valuable way to iden-
tify products, although consumers may recognize them but be unable to link them to any specific
product or brand. Many insurance firms use symbols of strength (the Rock of Gibraltar for Pru-
dential and the stag for Hartford) or security (the “good hands” of Allstate, the hard hat of Fire-
man’s Fund, and the red umbrella of Travelers).

Another branding advantage of logos is their versatility: Because they are often nonverbal,
logos transfer well across cultures and over a range of product categories. For example, corpo-
rate brands often develop logos in order to confer their identity on a wide range of products and
to endorse different sub-brands. Marketers must think carefully, however, as to how prominent
the brand name and logo should be on any product, especially more luxury ones.*?

Abstract logos offer advantages when the full brand name is difficult to use for any reason.
In the United Kingdom, for example, National Westminster Bank created a triangular device as a
logo because the name itself was long and cumbersome and the logo could more easily appear as
an identification device on checkbooks, literature, signage, and promotional material. The logo
also uses the shortened version of the company name, NatWest.*?

Finally, unlike brand names, logos can be easily adapted over time to achieve a more con-
temporary look. For example, in 2000, John Deere revamped its deer trademark for the first time
in 32 years, making the animal appear to be leaping up rather than landing. The change was in-
tended to “convey a message of strength and agility with a technology edge.”**

In updating, however, marketers should make gradual changes and not lose sight of the in-
herent advantages of the logo. In the 1980s, the trend for many firms was to create more abstract,
stylized versions of their logos. In the process, some of the meaning residing in these logos, and
thus some equity, was lost. Recognizing the logo’s potential contribution to brand equity, some
firms in the 1990s reverted to a more traditional look for their symbols.

Prudential’s Rock of Gibraltar logo was changed back from black-and-white slanted lines
introduced in 1984 to a more faithful rendition. To harken back to its historic past and reflect its
engineering and design prowess, Chrysler used a winged badge to replace the Pentastar five-
pointed star design as a symbol of the brand. The wings, intended to symbolize freedom and
flying, were found on the first Chrysler manufactured in 1924.

Regardless of the reason for doing it, changing a logo is not cheap. According to branding
experts, engaging a firm for four to six months to create a symbol or remaking an old one for a
big brand “usually costs $1 million.”*

Characters

Characters represent a special type of brand symbol—one that takes on human or real-life char-
acteristics. Brand characters typically are introduced through advertising and can play a cen-
tral role in ad campaigns and package designs. Some are animated characters like the Pillsbury
Doughboy, Peter Pan peanut butter, and numerous cereal characters such as Tony the Tiger and
Snap, Crackle & Pop. Others are live-action figures like Juan Valdez (Colombian coffee) and
Ronald McDonald. One character has been both in its lifetime.
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GREEN GIANT

One of the most powerful brand characters ever introduced is General Mills's Jolly Green Giant. His origin
can be traced back to the 1920s, when the Minnesota Valley Canning Company placed a green giant
on the label of a new variety of sweet, large English peas as a means to circumvent trademark laws that
prevented the firm from naming the product “Green Giant.” Ad Agency Leo Burnett used the Jolly Green
Giant character in print ads beginning in 1930 and in TV ads beginning in the early 1960s. At first, TV ads
featured an actor wearing green body makeup and a suit of leaves. Later, the ads moved to full animation.
Creatively, the ads have been very consistent. The Green Giant is always in the background, with his fea-
tures obscure, and he says only “Ho Ho Ho!” He moves very little, doesn’t walk, and never leaves the valley.
The Green Giant has been introduced into international markets, following the same basic set of rules. The
Little Sprout character was introduced in 1973 to bring a new look to the brand and allow for more flexibil-
ity. Unlike the Green Giant, the Little Sprout is a chatterbox, often imparting valuable product information.
The Green Giant brand has enormous equity to General Mills, and using the name and character on a new
product has been an effective signal to consumers that the product is “wholesome” and “healthy.” Not sur-
prisingly, the company has tied many of their recent green initiatives on sustainability to the Green Giant.*®

The pea that sired a Giant.
Mary years 8go, our sclentists came up
with paas 80 plump and groan that thay
called them “green gunts” From that
nama the idea of the Jolly Groen Glant
was bom.

One of the most enduring—and most powerful—brand

characters ever devised is the Jolly Green Giant.
Source: General Mills, Inc.

Benefits. Because they are often colorful and rich in imagery, brand characters tend to be atten-
tion getting and quite useful for creating brand awareness. Brand characters can help brands break
through marketplace clutter as well as help communicate a key product benefit. For example, May-
tag’s Lonely Repairman has helped reinforce the company’s key “reliability” product association.
The human element of brand characters can enhance likeability and help create perceptions
of the brand as fun and interesting.*” A consumer may more easily form a relationship with a
brand when the brand literally has a human or other character presence. Characters avoid many
of the problems that plague human spokespeople—they don’t grow old, demand pay raises, or
cheat on their wives. An interesting exception occurred, however, when Aflac fired the human
voice to its famed duck character, comedian Gilbert Gottfried, after he posted some controversial
remarks on Twitter that made light of the fallout from the earthquake and tsunami in Japan.*®
Finally, because brand characters do not typically have direct product meaning, they may
also be transferred relatively easily across product categories. For example, Aaker notes that
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“the Keebler’s elf identity (which combines a sense of home-style baking with a touch of magic
and fun) gives the brand latitude to extend into other baked goods—and perhaps even into other
types of food where homemade magic and fun might be perceived as a benefit.**’ Popular char-
acters also often become valuable licensing properties, providing direct revenue and additional
brand exposure.

Cautions. There are some cautions and drawbacks to using brand characters. Brand characters
can be so attention getting and well liked that they dominate other brand elements and actually
dampen brand awareness.

EVEREADY

When Ralston Purina introduced its drumming pink bunny that “kept going . . . and going . . . and going”
in ads for the Eveready Energizer battery, many consumers were so captivated by the character that they
paid little attention to the name of the advertised brand. As a result, they often mistakenly believed that
the ad was for Eveready’s chief competitor, Duracell. Eveready had to add the pink bunny to its packages,
promotions, and other marketing communications to create stronger brand links. Through its concerted
marketing efforts through the years, however, the Energizer Bunny has now achieved iconic status. Many
marketing experts view the character as the “ultimate product demo” because of how effectively it show-
cases the product’s unique selling proposition—long-lived batteries—in an inventive, fresh way. As the
company’s CEO noted, “The message of the Energizer Bunny has remained consistent over the last two
decades; he speaks to longevity, determination and perseverance.” The bunny celebrated its 20th anniver-
sary in 2009, having achieved several milestones, including 95 percent awareness among consumers and
an entry in the Oxford English Dictionary. Perhaps the greatest compliment, however, is how often every-
one from politicians to sport stars have used the Energizer Bunny to describe their own staying power.>°

Characters often must be updated over time so that their image and personality remain rel-
evant to the target market. Japan’s famous Hello Kitty character, which became a multibillion
dollar product and license powerhouse, found its sales shrinking over the last decade, a victim in
part of overexposure and a failure to make the character modern and appealing across multiple
media.>!

In general, the more realistic the brand character, the more important it is to keep it up-to-
date. One advantage of fictitious or animated characters is that their appeal can be more endur-
ing and timeless than that of real people. Branding Brief 4-1 describes the efforts by General
Mills to evolve the Betty Crocker character over time. Finally, some characters are so culturally
specific that they do not travel well to other countries. The Science of Branding 4-2 describes
some guidelines from a leading consultant.

Slogans

Slogans are short phrases that communicate descriptive or persuasive information about the
brand. They often appear in advertising but can play an important role on packaging and in other
aspects of the marketing program. When Snickers advertised, “Hungry? Grab a Snickers,” the
slogan also appeared on the candy bar wrapper itself.

Slogans are powerful branding devices because, like brand names, they are an extremely ef-
ficient, shorthand means to build brand equity. They can function as useful “hooks” or “handles”
to help consumers grasp the meaning of a brand—what it is and what makes it special.52 They
are an indispensable means of summarizing and translating the intent of a marketing program
in a few short words or phrases. For example, State Farm Insurance’s “Like a Good Neighbor,
State Farm Is There” has been used for decades to represent the brand’s dependability and aura
of friendship.

Benefits. Some slogans help build brand awareness by playing off the brand name in some
way, as in “The Citi Never Sleeps.” Others build brand awareness even more explicitly by mak-
ing strong links between the brand and the corresponding product category, like when Lifetime
would advertise that it was “Television for Women.” Most important, slogans can help reinforce
the brand positioning as in “Staples. That Was Easy.” For HBO, a slogan was critical to convey-
ing its unique positioning.
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Updating Betty Crocker

In 1921, Washburn Crosby Company,
makers of Gold Medal flour, launched
a picture puzzle contest. The contest
was a huge success—the company
received 30,000 entries—and several
hundred contestants sent along re-
quests for recipes and advice about
baking. To handle those requests, the
company decided to create a spokes-
person. Managers chose the name
Betty Crocker because “Betty” was a
popular, friendly sounding name and
“Crocker” was a reference to William
G. Crocker, a well-liked, recently retired
executive. The company merged with
General Mills in 1928, and the newly
merged company introduced the Betty
Crocker Cooking School of the Air as
a national radio program. During this
time, Betty was given a voice and her
signature began to appear on nearly ev-
ery product the company produced.

In 1936, the Betty Crocker portrait
was drawn by artist Neysa McMein
as a composite of some of the home
economists at the company. Prim and
proper, Betty was shown with pursed
lips, a hard stare, and graying hair.
Her appearance has been updated a
number of times over the years (see the
accompanying figure) and has become
more friendly, although she has never
lost her reserved look.

Prior to a makeover in 1986, Betty Crocker was seen as hon-
est and dependable, friendly and concerned about customers,
and a specialist in baked goods, but also out-of-date, old and
traditional, a manufacturer of “old standby products,” and not
particularly contemporary or innovative. The challenge was to
give Betty a look that would attract younger consumers but not
alienate older ones who remembered her as the stern home-
maker of the past. There needed to be a certain fashionableness
about her—not too dowdy and not too trendy, since the new
look would need to last for 5 to 10 years. Her look also needed
to be relevant to working women. Finally, for the first time, Betty
Crocker’s look was also designed to appeal to men, given the
results of a General Mills study that showed that 30 percent of
U.S. men at the time sometimes cooked for themselves.

A few years later, Betty Crocker received another update.
This ultramodern model, the current one, was the work of a
committee that selected images of 75 women of many different
races to create a computerized composite. This seventh

1972

BETTY CROCKER MAKEOVER

1980

1986 1996

One advantage of characters—they can be timeless. Although Betty Crocker
is over 75 years old, she still looks 35!

Source: AP Photo/General Mills

makeover seemed to have taken—although Betty Crocker was
now close to 75, she didn’t look a day over 35! Although the
Betty Crocker name is on 200 or so products, her visual image
has been largely replaced by the red spoon symbol and signa-
ture on package fronts, and she appears only on cookbooks,
advertising, and online, where she has over 1.5 million Face-
book friends, a Twitter account, and a mobile app downloaded
by millions.

Sources: Charles Panati, Panati’s Extraordinary Origins of Everyday
Things (New York: Harper & Row,1989); Milton Moskowitz, Robert
Levering, and Michael Katz, Everybody’s Business: A Field Guide
to the 400 Leading Companies in America (New York: Doubleday/
Currency, 1990); “FYI Have You Seen This Person?,” Minneapolis—
St. Paul Star Tribune, 11 October 2000; Susan Marks, Finding Betty
Crocker: The Secret Life of America’s First Lady of Food (New York:
Simon & Schuster, 2005); “Betty Crocker Celebrates 90th Birthday,”
www.marketwatch.com, 18 November 2011.
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G reat characters, the Pillsbury Doughboy, for example, can
embody a brand’s story and spark enthusiasm for it. But bring-
ing a character to life through advertising requires navigating
a host of pitfalls. Character, a company based in Portland,
Oregon, helps create new corporate brand characters and
revitalize old ones.

During three-day “Character” camps, a team from a client
company learns to flesh out a new or current brand character
through improvisational acting, discussion, and reflection. Ac-
cording to Character president David Altschul, brand charac-
ters are unique in that they straddle the worlds of marketing
and entertainment. Their function is to represent a brand, but
they compete for attention with other characters to which con-
sumers are exposed through television, movies, video games,
and novels. Altschul emphasizes maintaining consistency across
all communications and familiarizing all employees with the
story behind the brand. The results of Character Camps are
intended to equip creative directors with background and in-
sights into the company’s character that can spur new ideas
and approaches.

These are some tips for brand characters presented at
Character Camps.

1. Don’t be a shill. Human traits are appealing. M&M'’s were
successful in giving the brand more appeal once the M&M
characters were given more human traits.

2. Create a life. Create a full backstory to fill out the char-
acter. This ensures that the character can evolve over time
and continue to connect with consumers.

3. Make characters vulnerable. Even superheroes have
flaws. Maytag launched a new character, the Apprentice,
to complement its famous lonely repairman.

4. Imagine the long run. Characters like General Mills’s Jolly
Green Giant have been around for decades. Don't get rid
of older characters just to make room for new ones. Con-
sumers can get very attached to longtime characters.

5. Don’t ask too much. Characters with a simple task or
purpose work best. Using characters for new lines or other
purposes can dilute their effectiveness.
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Balance Creative and Strategic Thinking to Create Great Characters

To be truly effective, brand characters have to be engag-
ing in their own right while staying true to the brand. Most
characters though, are conceived as short-term solutions to
solve specific problems. If the audience likes a character, com-
panies face the challenge of turning it into an asset. At this
point, some companies try to freeze all the character’s attri-
butes and preserve them. But Altschul cautions against this
strategy, saying static characters can lose their appeal and fail
to emotionally connect with consumers. On the other hand,
characters that are mass-marketed too heavily can also crash
and burn. The California Raisins met such a fate when their
licensing program pushed them into every possible type of
paraphernalia without much thought about their backstory.

Altschul maintains that viewers connect with characters
whose struggles are familiar. He says the way to ensure that a
brand character adds value for the long run is to address stra-
tegic questions such as: “What is this story about?” “What are
the flaws, vulnerabilities, and sources of conflict that connect the
character to the brand in a deep, intrinsic way?” “What human
truth is revealed through the story that audiences can relate to?”

Altschul’s company helps clients find this intersection be-
tween story and marketing by defining the essence of a brand
and the character and then clarifying the connection between
the two. The brand character is profiled to bring out the person-
ality traits, behavior, and mission that may be used for future sto-
rylines. And the participants talk about how the character should
look, act, and interact with others to most effectively communi-
cate the essence of the brand. The goal is to create guidelines
for how the character may evolve and suggests ways the charac-
ter could be used beyond traditional advertising media. Altschul
suggests that companies also establish principles for the brand
to stay “in character,” including ways the character can serve
as conscience for the brand when making decisions such as line
extensions, alliances, and competitive responses.

Sources: Fara Warner, “Brands with Character,” Fast Company, May
2004; David Altschul, “The Balancing Act of Building Character,”
Adbvertising Age, 4 July 2005; Carlye Adler, “Mascot Makeover: How
The Pillsbury Doughboy Explains Consumer Behavior,” Fortune Small
Business, October 2006, 30-40; www.characterweb.com.

HBO

As a pay TV channel, HBO has always needed to convince viewers it was worth paying extra money for.
More than just a pay movie channel, HBO had a tradition of broadcasting original, edgy programming
such as Sex and the City, The Sopranos, and Entourage that would not be found on free channels. To high-
light its most compelling point-of-difference and brand essence, HBO developed a clever slogan in 1996:
“It's Not TV, It's HBO."” Externally, the slogan gave viewers a point of reference to understand and catego-
rize the brand. Internally, the slogan gave employees a clear vision and goal to keep in mind: No matter
what they did, it should never look like ordinary TV.>3
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The clever slogan “It’s Not TV, It’s HBO” reinforces how the cable network with
shows like Entourage is different from other networks.

Source: AF archive/Alamy

Slogans often become closely tied to advertising campaigns and serve as tag lines to sum-
marize the descriptive or persuasive information conveyed in the ads. DeBeers’s “A Diamond Is
Forever” tag line communicates that diamonds bring eternal love and romance and never lose
value. Slogans can be more expansive and more enduring than just ad tag lines, though cam-
paign-specific tag lines may help reinforce the message of a particular campaign instead of the
brand slogan for a certain period of time.

For example, through the years, Nike has used tag lines specific to ad campaigns for events
or sports such as “Prepare for Battle” and “Quick Can’t Be Caught” (basketball); “Write the Fu-
ture,” (World Cup); “My Better Is Better” (multisport); and “Here I Am” (women) instead of the
well-known brand slogan, “Just Do It.” Such substitutions can emphasize that the ad campaign
represents a departure of some kind from the message conveyed by the brand slogan, or just a
means to give the brand slogan a rest so that it remains fresh.

Designing Slogans. Some of the most powerful slogans contribute to brand equity in mul-
tiple ways.>* They can play off the brand name to build both awareness and image, such as “Be
Certain with Certs” for Certs breath mints; “Maybe She’s Born with It, Maybe It’s Maybelline”’
for Maybelline cosmetics; or “The Big Q Stands for Quality” for Quaker State motor oil.
Slogans also can contain product-related messages and other meanings. Consider the his-
torical Champion sportswear slogan, “It Takes a Little More to Make a Champion.” The slogan
could be interpreted in terms of product performance, meaning that Champion sportswear is
made with a little extra care or with extra-special materials, but it could mean that Champion
sportswear is associated with top athletes. This combination of superior product performance
and aspirational user imagery is a powerful platform on which to build brand image and equity.
Benetton has had an equally strong slogan on which to build brand equity (“United Colors of
Benetton”), but as Branding Brief 4-2 describes, the company has not always taken full advantage of it.

Updating Slogans. Some slogans become so strongly linked to the brand that it becomes
difficult to introduce new ones (take the famous slogan quiz in Figure 4-7 and check the ac-
companying footnote to see how many slogans you can correctly identify). Marketers of 7UP
tried a number of different successors to the popular “Uncola” slogan—including “Freedom of
Choice,” “Crisp and Clean and No Caffeine,” “Don’t You Feel Good About 7UP,” and “Feels So
Good Coming Down,” and for over five years the somewhat edgy “Make 7UP Yours.” A new ad
in 2011 featuring hip-hop singer—songwriter Cee Lo Green beatboxing used yet another tag line,
“Be Yourself. Be Refreshing. Be 7UP.”
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One of the world’s top clothing
manufacturers (with global sales of
$2.4 billion), Benetton has experienced
some ups and downs in managing its
brand equity. Benetton built a power-
ful brand by creating a broad range of
basic and colorful clothes that appealed
to a wide range of consumers. Their
corporate slogan, “United Colors of
Benetton,” would seem to almost per-
fectly capture their desired image and
positioning. It embraces both product
considerations (the colorful character
of the clothes) and user considerations
(the diversity of the people who wore
the clothes), providing a strong platform
for the brand. Benetton's ad campaigns
reinforced this positioning by showing
people from a variety of different racial
backgrounds wearing a range of differ-
ent-colored clothes and products.

Benetton’s ad campaigns switched
directions, however, in the 1980s by
addressing controversial social issues.
Created in-house by famed designer Oliviero Toscani, Benetton
print ads and posters featured such unusual and sometimes
disturbing images as a white child wearing angel’s wings along-
side a black child sporting devil's horns; a priest kissing a nun;
an AIDS patient and his family in the hospital moments before
his death; and, in an ad run only once, 56 close-up photos of
male and female genitalia. In 1994, Benetton launched a $15
million ad campaign in newspapers and billboards in 110 coun-
tries featuring the torn and bloodied uniform of a dead Bos-
nian soldier. In 2000, a campaign titled “We, on Death Row”
showcased U.S. death row inmates with pictures of the prison-
ers and details about their crimes and length of incarceration.

Critics labeled these various campaigns gimmicky “shock”
advertising and accused Benetton of exploiting sensitive social
issues to sell sweaters. One fact is evident. Although the cam-
paigns may have succeeded with a certain market segment,
they were certainly more “exclusive” in nature—distancing the
brand from many other consumers—than the early Benetton
ad campaigns, which were strikingly inviting to consumers and
“inclusive” in nature. Not surprisingly, the new ads were not
always well received by its retailers and franchise owners.

The ad displaying the dead Bosnian soldier received an
especially hostile reaction throughout Europe. In the United
States, some of Benetton’s more controversial ads were rejected
by the media, and Benetton’s U.S. retailers commissioned their
own campaign from TBWA/Chiat/Day ad agency in an attempt
to create a more sophisticated image for the brand. After the

Source: Newscom

PART 11l e DESIGNING AND IMPLEMENTING BRAND MARKETING PROGRAMS

Benetton’s Brand Equity Management

UNITED COLORS
‘OF BENETTOMN.

Bennetton has never been afraid to court controversy with its advertising,
although it has sometimes been to the detriment of the brand.

death row ads debuted, Sears pulled the brand from shelves
of its 400 stores. Response from U.S. consumers was equally
negative: U.S. sales of Benetton products shrank by 50 percent
to $52 million between 1993 and 2000. By 2001, the number
of Benetton stores in the United States dropped to 150 from
600 in 1987.

Since 2001, Benetton’s advertisements have featured more
conventional images—teenagers in colorful Benetton cloth-
ing. Benetton maintained that the company would maintain
its “socially responsible” status by focusing on noncontrover-
sial themes like racial discrimination, poverty, child labor, AIDS
awareness, and so forth. Accordingly, a variety of campaigns
were introduced in the ensuing decade, such as “Food for Life”
and “Microcredit Africa Works.” The first decade in the new
millennium, however, saw the emergence of fierce competition
from Zara, H&M, and others. Lacking the same vertical inte-
gration and “fast fashion” business practices and having lost
brand momentum, Benetton found itself surpassed by its more
nimbler, popular rivals.

Sources: Leigh Gallagher, “About Face,” Forbes, 19 March 2001;
Michael McCarthy, “Benetton in Spotlight,” USA Today, 16 February
2002, B3; George E. Belch and Michael A. Belch, “Benetton Group:
Evolution of Communication Strategy,” Advertising & Promotion: An
Integrated Marketing Communications Perspective, 7th ed. (Boston:
McGraw-Hill, 2007); Armoral Kenna, “Benetton: A Must-Have
Becomes a Has-Been,” Bloomberg BusinessWeek, 10 March 2011.
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1. Reach Out and Touch Someone

2. Have It Your Way

3. Just Do It

4., When It Absolutely, Positively Has to Be

There Overnight

5. Drivers Wanted
6. Don’t Leave Home Without It
7. Like a Rock
8. Because I'm Worth It
9. The Ultimate Driving Machine
10. When You Care Enough to Send the Very Best
11. Capitalist Tool
12. The Wonder Drug That Works Wonders
13. No More Tears
14. Melts in Your Mouth, Not in Your Hands
15. We Try Harder
16. The Antidote for Civilization
17. Where Do You Want to Go Today?
18. Let Your Fingers Do the Walking
19. Breakfast of Champions
20. Fly the Friendly Skies
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A slogan that becomes so strongly identified with a brand can box it in. Or successful slo-
gans can take on lives of their own and become public catch phrases (like Wendy’s “Where’s
the Beef?” in the 1980s, MasterCard’s “Priceless” in the 1990s, and the “Got Milk?” spoofs
in the 2000s), but there can also be a down side to this kind of success: the slogan can quickly
become overexposed and lose specific brand or product meaning.

Once a slogan achieves such a high level of recognition and acceptance, it may still contrib-
ute to brand equity, but probably as more of a reminder of the brand. Consumers are unlikely to
consider what the slogan means in a thoughtful way after seeing or hearing it too many times.
At the same time, a potential difficulty arises if the slogan continues to convey some product
meaning that the brand no longer needs to reinforce. In this case, by not facilitating the linkage
of new, desired brand associations, the slogan can become restrictive and fail to allow the brand
to be updated as much as desired or necessary.

Because slogans are perhaps the easiest brand element to change over time, marketers have
more flexibility in managing them. In changing slogans, however, they must do the following:

1. Recognize how the slogan is contributing to brand equity, if at all, through enhanced aware-
ness or image.

FIGURE 4-7

Famous Slogans Quiz



164

PART 11l e DESIGNING AND IMPLEMENTING BRAND MARKETING PROGRAMS

2. Decide how much of this equity enhancement, if any, is still needed.
3. Retain the needed or desired equities still residing in the slogan as much as possible while
providing whatever new twists of meaning are necessary to contribute to equity in other ways.

Sometimes modifying an existing slogan is more fruitful than introducing a new slogan with
a completely new set of meanings. For example, Dockers switched its slogan from the well-
received “Nice Pants” to “One Leg at a Time” in the late 1990s before reverting to the previous
slogan when recognizing it had given up too much built-up equity.

Jingles

Jingles are musical messages written around the brand. Typically composed by professional
songwriters, they often have enough catchy hooks and choruses to become almost permanently
registered in the minds of listeners—sometimes whether they want them to or not! During the
first half of the twentieth century, when broadcast advertising was confined primarily to radio,
jingles were important branding devices.

We can think of jingles as extended musical slogans, and in that sense classify them as a
brand element. Because of their musical nature, however, jingles are not nearly as transferable
as other brand elements. They can communicate brand benefits, but they often convey product
meaning in a nondirect and fairly abstract fashion. Thus the potential associations they might
create for the brand are most likely to relate to feelings and personality and other intangibles.

Jingles are perhaps most valuable in enhancing brand awareness. Often, they repeat the
brand name in clever and amusing ways that allow consumers multiple encoding opportunities.
Consumers are also likely to mentally rehearse or repeat catchy jingles after the ad is over, pro-
viding even more encoding opportunities and increasing memorability.

A well-known jingle can serve as an advertising foundation for years. The familiar “Give
Me a Break” jingle for Kit Kat candy bars has been sung in ads since 1988 and has helped make
the brand the sixth best-selling chocolate candy bar in the United States.>> There was an uproar
when, after two decades, the U.S. Army switched from its familiar “Be All That You Can Be” to
“Army of One.” Finally, the distinctive four-note signature to Intel’s ads echoes the company’s
slogan “In-tel In-side.” Although the jingle seems simple, the first note alone is a mix of 16
sounds, including a tambourine and a hammer striking a brass pipe.>

Packaging
Packaging is the activities of designing and producing containers or wrappers for a product. Like
other brand elements, packages have a long history. Early humans used leaves and animal skin
to cover and carry food and water. Glass containers first appeared in Egypt as early as 2000 B.c.
Later, the French emperor Napoleon awarded 12,000 francs to the winner of a contest to find a
better way to preserve food, leading to the first crude method of vacuum packing.57

From the perspective of both the firm and consumers, packaging must achieve a number of

objectives:58

 Identify the brand.

» Convey descriptive and persuasive information.
* Facilitate product transportation and protection.
* Assist in at-home storage.

* Aid product consumption.

Marketers must choose the aesthetic and functional components of packaging correctly to
achieve marketing objectives and meet consumers’ needs. Aesthetic considerations govern a
package’s size and shape, material, color, text, and graphics. Innovations in printing processes
now permit eye-catching and appealing graphics that convey elaborate and colorful messages on
the package at the “moment of truth”—the point of purchase.59

Functionally, structural design is crucial. For example, innovations over the years have
resulted in food packages that are resealable, tamperproof, and more convenient to use—easy
to hold, easy to open, or squeezable. Consider these recent General Mills packaging innova-
tions: Yoplait Go-Gurt’s yogurt in a tube packaging concept was a huge hit with kids and their
parents; packaging for Betty Crocker Warm Delights showcased a microwavable (two minutes),
convenient, single-serve dessert treat; and Green Giant Valley Fresh Steamers uses materials that
withstand microwave cooking temperatures to offer steamable vegetables with sauce.%
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Benefits. Often, one of the strongest associations consumers have with a brand is inspired by
the look of its packaging. For example, if you ask the average consumer what comes to mind
when he or she thinks of Heineken beer, a common response is a “green bottle.” The package can
become an important means of brand recognition and convey or imply information to build or
reinforce valuable brand associations. Molson’s beer sales increased by 40 percent in the United
States after the company modified the bottle’s back labels to include cheeky “ice-breakers”
for bar patrons such as “On the Rebound,” “Sure, You Can Have My Number,” and “Fairly
Intimidated by Your Beauty.” Buoyed by that success, they later introduced “Answer Honestly”
bottle back labels that gave drinkers challenging choices to mull over.%!

Structural packaging innovations can create a point-of-difference that permits a higher margin.
New packages can also expand a market and capture new market segments. Packaging changes
can have immediate impact on customer shopping behavior and sales: a redesign of Hdagen-Dazs
packaging increased flavor shoppability by 21 percent; General Mills saw an increase in sales of
80 percent after redesigning Bisquick Shake n’ Pour package to improve its ergonomics and by
creating a “‘smooth, curvy form that reinforces the brand equity”; and a redesign on the packaging
for Jimmy Dean’s Biscuit Sandwiches lead to an increase of 13 percent in household pene:tration.62

One of the major packaging trends of recent years is to make both bigger and smaller packaged ver-
sions of products (as well as portions) to appeal to new market segments.63 Jumbo sizes have been suc-
cessfully introduced for hot dogs, pizzas, English muffins, frozen dinners, and beer. Pillsbury’s Grands!
biscuits—40 percent larger than existing offerings—were the most successful new product in the com-
pany’s 126-year history when introduced. But sometimes smaller has proven to be successful too.

100-CALORIE PACKS

By 2007, a few years after their introduction by Kraft, 100-calorie snack packs of crackers, chips, cookies,
and candy had passed the $200-million mark. Truly a consumer-driven packaging innovation, they had an
appeal that was plain and simple—portion control made easy. The products were identical to those in larger
packages but conveniently placed in handy 100-calorie packs for which calorie-conscious consumers were
willing to pay a premium. With sales of the packs growing at almost 30 percent a year by 2007, most top
food manufacturers—including Kraft's Nabisco, Hershey, PepsiCo’s Frito-Lay and Quaker Oats, and Campbell’s
Pepperidge Farm—introduced their own versions. In the years that followed, however, the 100-calorie snack
pack market began to slow down. A number of factors contributed to the cooling off, such as market satura-
tion (190 products were introduced in 2008 and at least 68 in 2009) and customer concerns about their actual
effectiveness in controlling caloric intake, their relatively high price, and the amount of wasteful packaging.®*

Though they were a very successful packaging innovation, 100-calorie snack
packs did find it hard to sustain their sales growth over time.

Source: Keri Miksza
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Packaging at the Point of Purchase. The right packaging can create strong appeal on the
store shelf and help products stand out from the clutter, critical when you realize that the average
supermarket shopper can be exposed to 20,000 or more products in a shopping visit that may last
less than 30 minutes and include many unplanned purchases. Many consumers may first encoun-
ter a new brand on the supermarket shelf or in the store. Because few product differences exist
in some categories, packaging innovations can provide at least a temporary edge on competition.
For these reasons, packaging is a particularly cost-effective way to build brand equity.® It is
sometimes called the “last five seconds of marketing” as well as “permanent media” or “the last
salesman.” Walmart looks at packaging critically and tests whether consumers understand the
brand promise behind the package within three seconds and up to 15 feet from the shelf. Note
that consumer exposure to packaging is not restricted to the point of purchase and moments of
consumption, because brand packages often can play a starring role in advertising.

Packaging Innovations. Packaging innovations can both lower costs and/or improve de-
mand. One important supply-side goal for many firms is to redesign packages and employ more
recyclable materials to lower the use of paper and plastic. Toward that goal, U.S. food, beverage,
and consumer product manufacturers reported that they had eliminated 1.5 billion pounds of
packaging between 2005 and 2011 with another 2.5 billion pounds expected to be avoided by
2020, representing an overall reduction of 19 percent in total average U.S. packaging weight.®®

On the demand side, in mature markets especially, package innovations can provide a
short-term sales boost. The beverage industry in general has been characterized by a number of
packaging innovations. For example, following the lead of Snapple’s wide-mouth glass bottle,
Arizona iced teas and fruit drinks in oversize (24-ounce), pastel-colored cans with a southwest-
ern motif became a $300 million brand in a few years with no marketing support beyond point-
of-purchase and rudimentary outdoor ads, designed in-house.®’

Package Design. An integral part of product development and launch, package design has
become a more sophisticated process. In the past, it was often an afterthought, and colors, materi-
als, and so forth were often chosen fairly arbitrarily. For example, legend has it that Campbell’s
famous soup is red and white because one executive at the company liked the uniforms of Cornell
University’s football team!

These days, specialized package designers bring artistic techniques and scientific skills to
package design in an attempt to meet the marketing objectives for a brand. These consultants
conduct detailed analyses to break down the package into a number of different elements.®
They decide on the optimal look and content of each element and choose which elements should
be dominant in any one package—whether the brand name, illustration, or some other graphical
element—and how the elements should relate to each other. Designers can also decide which
elements should be shared across packages and which should differ (and how).

Designers often refer to the “shelf impact” of a package—the visual effect the package
has at the point of the purchase when consumers see it in the context of other packages in the
category. For example, “bigger and brighter” packages are not always better when competitors’
packages are also factored in.%” Given enough shelf space, however, manufacturers can create
billboard effects with their brand to raise their prominence and impact. General Mill deliberately
“tiled” graphical elements of their packaging so that some of their mega-brands with multiple
varieties such as Cheerios, Nature Valley Granola Bars, and Progresso Soup would stand out.”®

Although packaging is subject to some legal requirements, such as nutrition information on
food products, there is plenty of scope for improving brand awareness and forming brand asso-
ciations. Perhaps one of the most important visual design elements for a package is its color.”!
Some package designers believe that consumers have a “color vocabulary” when it comes to
products and expect certain types of products to have a particular look.

For example, it would be difficult to sell milk in anything but a white carton, club soda in
anything but a blue package, and so forth. At the same time, certain brands are thought to have
“color ownership” such that it would be difficult for other brands to use a similar look. Here is
how some experts see the brand color palette:’>

Red: Ritz crackers, Folgers coffee, Colgate toothpaste, Target retailer, and Coca-Cola soft drinks

Orange: Tide laundry detergent, Wheaties cereal, Home Depot retailer, and Stouffer’s frozen
dinners
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Yellow: Kodak film, Juicy Fruit chewing gum, McDonald’s restaurants, IKEA retailers,
Cheerios cereal, Lipton tea, and Bisquick biscuit mix

Green: Del Monte canned vegetables, Green Giant frozen vegetables, Walmart retailers,
Starbucks coffee, BP retail gasoline, and 7UP lemon-lime soft drink

Blue: IBM technology and services, Ford automobiles, Windex cleaner, Downy fabric soft-
ener, and Pepsi-Cola soft drinks

Packaging color can affect consumers’ perceptions of the product itself.”? For example, the
darker the orange shade of a can or bottle, the sweeter consumers believe the drink inside to
be. Color is thus a critical element of packaging. Like other packaging design elements, color
should be consistent with information conveyed by other aspects of the marketing program.

Packaging Changes. Although packaging changes can be expensive, they can be cost-effective
compared with other marketing communication costs. Firms change their packaging for a number
of reasons:’*

» To signal a higher price, or to more effectively sell products through new or shifting distri-
bution channels. For instance, Kendall Oil redid its package to make it more appealing to
do-it-yourselfers when it found more of its sales coming from supermarkets and hardware
stores rather than service stations.

o When a significant product line expansion would benefit from a common look, as with Planter’s
nuts, Weight Watchers foods, and Stouffer’s frozen foods.

* To accompany a new product innovation to signal changes to consumers. To emphasize
the brand’s “green” heritage, Stevia redesigned the packaging on its SweetLeaf product,
changing the look and the size and promoting the 100 percent recycled materials used in its
manufacture.”

»  When the old package just looks outdated. Kraft updated its Macaroni & Cheese packaging
in 2010—the first time in more than 10 years—to better underscore the brand’s core equities
(happiness, smiles, and joy) through a “noodle smile” symbol as well as to unify its three
sub-brands.”®

Packaging changes have accelerated in recent years as marketers have sought to gain an
advantage wherever possible. As one Coca-Cola ad executive noted, “There’s no question the
crowded marketplace has inspired companies to change their boxes more often, and there’s
greater use of promotional packages to give the appearance that things are changing.”

In making a packaging change, marketers need to recognize its effect on the original or cur-
rent customer franchise for the brand.”” Under these circumstances, marketers must not lose the
key package equities that have been built up. Branding Brief 4-3 describes some setbacks mar-
keters have faced updating packaging and other brand elements in recent years.

To identify or confirm key package equities, consumer research is usually helpful (see
Branding Brief 4-3). If packaging recognition is a critical consumer success factor for the brand,
however, marketers must be especially careful. It would be a mistake to change the packaging
so significantly that consumers don’t recognize it in the store. Retailers’ opinions can also be
important too.

Some marketing observers consider packaging important enough to be the “fifth P of the
marketing mix. Packaging can play an important role in building brand equity directly, through
points-of-difference created by functional or aesthetic elements of the packaging, or indirectly
through the reinforcement of brand awareness and image. The Science of Branding 4-3 reviews
some insightful academic research.”®

PUTTING IT ALL TOGETHER

Each brand element can play a different role in building brand equity, so marketers “mix and
match” to maximize brand equity.79 For example, meaningful brand names that are visually rep-
resented through logos are easier to remember with than without such reinforcement.°

The entire set of brand elements makes up the brand identity, the contribution of all brand
elements to awareness and image. The cohesiveness of the brand identity depends on the extent
to which the brand elements are consistent. Ideally, marketers choose each element to support the
others, and all can be easily incorporated into other aspects of the brand and the marketing program.
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With more markets characterized by intense competition,
rapidly changing products, and increasingly fickle customers,
many marketers are looking at makeovers to breathe new life
into their brands. Logos, symbols, packaging, and even brand
names are being updated to create greater meaning, relevance,
differentiation. Unfortunately, in an increasingly networked
world, consumer reaction to changes to any brand element—
both pro and con—can be quickly spread. Here are some high-
profile examples and the challenges and difficulties their brand
makeovers encountered.

Tropicana. In February 2009, Pepsi introduced a dramatic
overhaul to its category-leading orange juice. Gone was the
visual image of an orange with a straw protruding from it
(designed to evoke freshness); in its place was a close-up image
of a glass of orange juice and the phrase “100% Orange.”
Consumer reaction was swift and largely negative. Customers
complained about being unable to differentiate between the
company'’s pulp-free, traditional, and other juice varieties. Even
worse, customers also felt the look was too generic. Facing
online fury and with the words “ugly,” “stupid,” and “bargain
brand” ringing in their ears, Pepsi capitulated. Announcing that
it had “underestimated the deep emotional bond” consumers
had with the original packaging, the company reverted to the
old versions after only six weeks.

The Gap. Another brand walking into a digital brand-makeover
firestorm, The Gap actually asked for it. After unexpectedly un-
veiling a new logo (the word Gap in a basic black Helvetica font
with a small blue square over the upper-right hand portion of
the p), the company asked consumers on its Facebook page for
comments and further logo ideas. Feedback was far from kind,
and after enduring a long week of criticism, Gap management
announced that “We've heard loud and clear that you don't
like the new logo” and reverted to its iconic white text logo and
unique brand font.

Gatorade & Pepsi. Around the same time as the Tropicana
makeover, Pepsi also completely overhauled its Gatorade brand
as well as its classic Pepsi-cola product lineup. Gatorade’s make-
over included introducing a whole new system of thirst quench-
ers and fluid restoration for before (Prime 01), during (Perform
02), and after (Recover 03) exercise. The new brand goal was
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Do-Overs with Brand Makeovers

to reach athletes in a wide range of sports and experience lev-
els while positioning itself as the one-stop source for hydration
and other needs before, during, and after their workouts. Pepsi's
makeover included a new logo—a white band in the middle of
the Pepsi circle that appeared to loosely form a smile. Both brand
makeovers received some negative feedback and the products
experienced sluggish sales afterwards, although several factors
may have contributed, including the severe recession.

Lessons. When changing a well-received or even iconic
brand element—a character, logo, or packaging—two issues
are key. One, the new brand element must be inherently highly
regarded. Part of the problems some brands have run into is
that their new logos or packaging are just not that appealing
to consumers, leading the consumer to wonder why a change
needed to be made. Two, regardless of the inherent appeal of
a new brand element, changes are hard for consumers and
should be handled carefully and patiently.

No wonder Starbucks went to great pains in 2010 to care-
fully explain the rationale of its logo makeover, its fourth since
the brand was created in 1971. The change was prompted by
the company’s fortieth anniversary and the new directions it was
considering, which would take the brand outside the coffee cat-
egory. Founder Howard Schultz explained that the iconic green
Siren in the center of the logo was made more prominent—by
dropping the words “Starbucks Coffee”—to reflect new business
lines and new international markets. Like many brand makeovers,
it initially met mixed public reaction.

Sources: Linda Tischler, “Never Mind!” Pepsi Pulls Much-Loathed
Tropicana Packaging,” Fast Company, 23 February 2009; Stuart Elliott,
“Tropicana Discovers Some Buyers Are Passionate About Packaging,”
New York Times, 23 February 2009; “Tropicana to Abandon Much-
Maligned Juice Carton,” Wall Street Journal, 24 February 2011; Tim
Nudd, “People Not Falling in Love with New Gap Logo,” Adweek, 6
October 2010; Christine Birkner, “Minding the Gap: Retailer Caught
in Logo Fiasco,” Marketing News, 21 October 2010; Natalie Zmuda,
What Went into the Update Pepsi Logo,” Advertising Age, 27 October
2008; Jeremiah Williams,” PepsiCo Revamps Formidable Gatorade
Franchise After Rocky 2009,” Atlanta Journal-Constitution, 23 March
2010; Valarie Bauerlein “Gatorade’s ‘Mission’: Sell More Drinks,” Wall
Street Journal, 13 September 2010; Julie Jargon, “Starbucks Drops Cof-
fee from Logo,” Wall Street Journal, 6 January 2011; Sarah Skidmore,
“Starbucks Gives Logo a New Look,” Associated Press, 5 January 2011.

Some strong brands have a number of valuable brand elements that directly reinforce each
other. For example, consider Charmin toilet tissue. Phonetically, the name itself conveys softness.
The brand character, Mr. Whipple, and the brand slogan, “Please Don’t Squeeze the Charmin,”
also help reinforce the key point-of-difference for the brand of “softness.”

Brand names characterized by rich, concrete visual imagery often can yield powerful
logos or symbols. Wells Fargo, a large California-based bank, has a brand name rich in Western
heritage that can be exploited throughout its marketing program. Wells Fargo has adopted



CHAPTER 4 ¢ CHOOSING BRAND ELEMENTS TO BUILD BRAND EQUITY

The Psychology of Packaging

Cornell University's Brian Wansink has conducted a series
of research studies into the consumer psychology of packag-
ing. His basic premise is as follows: “Many managers think the
package’s main purpose is to encourage purchase. For many
consumer packaged goods, the package keeps on marketing
the brand and influencing consumers long after it is purchased.
After it is home it can influence how a person perceives its taste
and value, how much a person uses at a time, and even how
he or she uses it.” Here are four of his fascinating findings.

Packaging Can Influence Taste

Our sense of taste and touch is very suggestible, and what we
see on a package can lead us to taste what we think we are
going to taste. In one study, 181 people were sent home with
nutrition bars that claimed to contain either “10 grams of pro-
tein” or “10 grams of soy protein.” In reality, both nutrition
bars were identical, and neither contained any soy. Neverthe-
less, because many people believe soy to have an unappetiz-
ing taste, they rated the bars with “soy” on the package as
“grainy,” “unappealing,” and “tasteless.” The right words
and image on a package can have a big influence on these
expectations.

4

Packaging Can Influence Value

Long after we have bought a product, a package can still lead
us to believe we bought it for a good value. First, most people
believe the bigger the package, the better the price per ounce.
Yet even the shape of a package can influence what we think.
One study found that people believe tall, narrow packages
hold more of a product than short, wide packages.

Packaging Can Influence Consumption

Studies of 48 different types of foods and personal care prod-
ucts have shown that people pour and consume 18-32 percent
more of a product as the size of the container doubles. A big
part of the reason is that larger sizes subtly suggest a higher
“consumption norm.” One study gave Chicago moviegoers
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free medium-size or large-size popcorn buckets and showed
that those given the larger buckets ate 45 percent more! Even
when the popcorn was 14 days old, people still ate 32 percent
more, though they said they hated it. The same thing happens
at parties. MBA students at a Champaign, IL, Super Bowl! party
were offered Chex Mix from either huge gallon-size bowls or
from twice as many half-gallon bowls. Those dishing from the
gallon-size bowls took and ate 53 percent more. Shapes affect
drinking too: people pour an average of 34 percent more into
short wide glasses than tall narrow ones.

Packaging Can Influence How a Person Uses a Product
One strategy to increase use of mature products has been to
encourage people to use the brand in new situations, like soup
for breakfast, or for new uses, like baking soda as a refrigera-
tor deodorizer. An analysis of 26 products and 402 consumers
showed that twice as many people learned about the new use
from the package than from television ads. Part of the reason
such on-package suggestions are effective is that they are guar-
anteed to reach a person who is already favorable to the brand.

Sources: Brian Wansink and Se-Bum Park, “Sensory Suggestiveness
and Labeling: Do Soy Labels Bias Taste?” Journal of Sensory Stud-
ies 17 (November 2002): 483-491; Brian Wansink, “Can Package Size
Accelerate Usage Volume?” Journal of Marketing 60 (July 1996): 1-14;
Brian Wansink, “Environmental Factors That Increase the Food Intake
and Consumption Volume of Unknowing Consumers,” Annual Review of
Nutrition 24 (2004): 455-479; Brian Wansink and Se-Bum Park, “At the
Movies: How External Cues and Perceived Taste Impact Consumption Vol-
ume,” Food Quality and Preference 12, no. 1 (January 2001): 69—74; Brian
Wansink and Junyong Kim, “Bad Popcorn in Big Buckets: Portion Size
Can Influence Intake as Much as Taste,” Journal of Nutrition Education
and Behavior 37 (Sept—Oct 2005): 242-245; Brian Wansink and Matthew
M. Cheney, “Super Bowls: Serving Bowl Size and Food Consumption,”
Journal of the American Medical Association 293, no. 14 (2005): 1727-
1728; Brian Wansink and Jennifer M. Gilmore, “New Uses That Revital-
ize Old Brands,” Journal of Advertising Research 39 (April/May 1999):
90-98; Brian Wansink, Mindless Eating (New York: Bantam Books, 2006).
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a stagecoach as a symbol and has named individual services to be thematically consistent,
for example, creating investment funds under the Stagecoach Funds brand umbrella.

Although the actual product or service itself is critical in building a strong brand, the right
brand elements can be invaluable in developing brand equity. Method Products is a prime
example of the payoffs from getting both correct.

METHOD

Celebrating its tenth anniversary in 2011 and still one of the fastest-growing companies in the United States,
Method Products is the brainchild of former high school buddies Eric Ryan and Adam Lowry. The company
took a big supermarket category—cleaning and household products—and literally and figuratively turned
things upside down by taking a completely fresh approach. Ryan and Lowry designed a sleek, uncluttered
dish soap container that also had a functional advantage—the bottle, shaped like a chess piece, was built
to let soap flow out the bottom, so users would never have to turn it upside down. This signature product,
with its pleasant fragrance, was designed by award-winning industrial designer Karim Rashid. By creating
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a line of nontoxic, biodegradable household cleaning products with bright colors and sleek designs totally
unique to the category, Method has surpassed $100 million in annual revenues. Although it is available in
such desirable retail outlets as Target and Lowe's, the company believes its marketing must work harder to
express the brand positioning given its limited advertising budget. In addition to its attractive packaging,
the company is capitalizing on growing interest in green products by emphasizing its nontoxic, nonpollut-

ing ingredients. It is also developing a strong brand personality as hip, modern, and somewhat irreverent as
81

reflected by its slogan, “People Against Dirty.
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Method built a highly successful line of cleaning products by paying attention to
what was inside the bottle as well as outside.
Source: Christopher Schall/Impact Photo

REVIEW

Brand elements are those trademarkable devices that identify and differentiate the brand. The
main ones are brand names, URLs, logos, symbols, characters, slogans, jingles, and packages.
Brand elements can both enhance brand awareness and facilitate the formation of strong,
favorable, and unique brand associations.

Six criteria are particularly important. First, brand elements should be inherently memo-
rable, easy to recognize, and easy to recall. Second, they should be inherently meaningful to
convey information about the nature of the product category, the particular attributes and ben-
efits of a brand, or both. The brand element may even reflect brand personality, user or usage
imagery, or feelings for the brand. Third, the information conveyed by brand elements does not
necessarily have to relate to the product alone and may simply be inherently appealing or lik-
able. Fourth, brand elements can be transferable within and across product categories to support
line and brand extensions, and across geographic and cultural boundaries and market segments.
Fifth, brand elements should be adaptable and flexible over time. Finally, they should be legally
protectable and, as much as possible, competitively defensible. Brand Focus 4.0 outlines some
of the key legal considerations in protecting the brand.
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Brand Element

Brand Names Logos and Slogans and Packaging and
Criterion and URLs Symbols Characters Jingles Signage
Memorability Can be chosen Generally more Generally more Can be chosen Generally more

to enhance useful for brand useful for brand to enhance useful for brand
brand recall recognition recognition brand recall and recognition
and recognition recognition

Meaningfulness ~ Can reinforce Can reinforce Generally more Can convey Can convey
almost any type almost any type useful for non- almost any almost any type
of association, of association, product-related type of of association
although although imagery association explicitly
sometimes sometimes only and brand explicitly
only indirectly indirectly personality

Likability Can evoke Can provoke Can generate Can evoke much Can combine
much verbal visual appeal human qualities verbal imagery visual and
imagery verbal appeal

Transferability Can be Excellent Can be Can be Good
somewhat somewhat somewhat
limited limited limited

Adaptability Difficult Can typically be Can sometimes Can be modified Can typically be

Protectability

redesigned be redesigned redesigned

Excellent Excellent Excellent Can be closely

copied

Generally good,
but with limits

Because different brand elements have different strengths and weaknesses, marketers “mix

and match” to maximize their collective contribution to brand equity. Figure 4-8 offers a critique
of different brand elements according to the six key criteria.

DISCUSSION QUESTIONS

1.

2.

According to Dorothy Cohen, under common law, “a ‘technical’ .
trademark is defined as any fanciful arbitrary, distinctive, and
nondescriptive mark, word, letter, number, design, or picture that
denominates and is affixed to goods; it is an inherently distinc-

tive trade symbol that identifies a product.”8? She maintains that .
trademark strategy involves proper trademark planning, imple-
mentation, and control, as follows:

Pick a brand. Identify all its brand elements and assess their ability to contribute to brand

equity according to the choice criteria identified in this chapter.

What are your favorite brand characters? Do you think they contribute to brand equity in

any way? How? Can you relate their effects to the customer-based brand equity model?

. What are some other examples of slogans not listed in the chapter that make strong contri-
butions to brand equity? Why? Can you think of any “bad” slogans? Why do you consider
them to be so?

. Choose a package of any supermarket product. Assess its contribution to brand equity. Justify
your decisions.

. Can you think of some general guidelines to help marketers mix and match brand elements?

Can you ever have “too many” brand elements? Which brand do you think does the best job

of mixing and matching brand elements?

BRAND FOCUS 4.0

Legal Branding Considerations

strategies.

Trademark planning requires selecting a valid trademark,
adopting and using the trademark, and engaging in search

and clearance processes. trademark.

Trademark implementation requires effectively
using the trademark in enacting marketing decisions,
especially with respect to promotional and distributional

Trademark control requires a program of aggressive
policing of a trademark to ensure its efficient usage in mar-
keting activities, including efforts to reduce trademark coun-
terfeiting and to prevent the trademark from becoming
generic, as well as instituting suits for infringement of the
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FIGURE 4-8

Critique of Brand
Element Options
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This appendix highlights a few key legal branding consider-
ations. For more comprehensive treatments, it is necessary to
consider other sources.®>

Counterfeit and Imitator Brands

Why is trademark protection of brand elements such as brand
names, logos, and symbols such an important brand manage-
ment priority? As noted above, virtually any product is fair game
for illegal counterfeiting or questionable copycat mimicking—
from Nike apparel to Windows software, and from Similac baby
formula to ACDelco auto parts.34

In addition, some products attempt to gain market share by
imitating successful brands. These copycat brands may mimic
any one of the possible brand elements, such as brand names
or packaging. For example, Calvin Klein's popular Obsession
perfume and cologne has had to withstand imitators such as
Compulsion, Enamoured, and Confess, whose package slogan
proclaimed, “If you like Obsession, you'll love Confess.”

Many copycat brands are put forth by retailers as store
brands, putting national brands in the dilemma of protecting
their trade dress by cracking down on some of their best cus-
tomers. Complicating matters is the fact that if challenged,
many private labels contend, with some justification, that they
should be permitted to continue labeling and packaging prac-
tices that have come to identify entire categories of products
rather than a single national brand.®> In other words, certain
packaging looks may become a necessary point-of-parity in a
product category. A common victim of brand cloning, Contac
cold medication underwent its first packaging overhaul in 33
years to better prevent knockoffs as well as update its image.

Many national brand manufacturers are also responding
through legal action. For national brands, the key is proving that
brand clones are misleading consumers, who may think that they
are buying national brands. The burden of proof is to establish
that an appreciable number of reasonably acting consumers are
confused and mistaken in their purchases.®® In such cases, many
factors might be considered by courts in determining likelihood
of confusion, such as the strength of the national brand’s mark,
the relatedness of the national brand and brand clone prod-
ucts, the similarity of the marks, evidence of actual confusion,
the similarity of marketing channels used, the likely degree of
buyer care, the brand clone’s intent in selecting the mark, and
the likelihood of expansion of the product lines.

Simonson provides an in-depth discussion of these issues and
methods to assess the likelihood of confusion and “genericness”
of a trademark. He stresses the importance of recognizing that
consumers may vary in their level or degree of confusion and that
it is difficult as a result to identify a precise threshold level above
which confusion occurs. He also notes how survey research meth-
ods must accurately reflect the consumers’ state of mind when
engaged in marketplace activities.®”

Historical and Legal Precedence

Simonson and Holbrook have made some provocative obser-
vations about and connections between appropriation and
dilution, making the following points.88 They begin by noting
that legally, a brand name is a “conditional-type property”—
protected only after it has been used in commerce to identify
products (goods or services) and only in relation to those prod-
ucts or to closely related offerings. To preserve a brand name’s
role in identifying products, the authors note, federal law protects
brands from actions of others that may tend to cause confusion
concerning proper source identification.
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By contrast with the case of confusion, Simonson and
Holbrook identify trademark appropriation as a developing
area of state law that can severely curtail even those brand strate-
gies that do not “confuse” consumers. They define appropriation
in terms of enhancing the image of a new offering via the use of
some property aspect of an existing brand. That is, appropriation
resembles theft of an intangible property right. They note that the
typical argument to prevent imitations is that even in the absence
of confusion, a weaker brand will tend to benefit by imitating
an existing brand name. Jerre Swann similarly argues that “the
owner of a strong, unique brand should thus be entitled, incipi-
ently, to prevent impairment of the brand’s communicative clarity
by its substantial association with another brand, particularly
where there is an element of misappropriation.”&°

Simonson and Holbrook also summarize the legal concept
of trademark dilution:

Protection from “dilution”—a weakening or reduc-
tion in the ability of a mark to clearly and unmistak-
ably distinguish the source—arose in 1927 when a
legal ruling declared that “once a mark has come to
indicate to the public a constant and uniform source
of satisfaction, its owner should be allowed the
broadest scope possible for the ‘natural expansion of
his trade’ to other lines or fields of enterprise.”

They observe that two brand-related rights followed: (1) the
right to preempt and preserve areas for brand extensions and
(2) the right to stop the introduction of similar or identical brand
names even in the absence of consumer confusion so as to pro-
tect a brand’s image and distinctiveness from being diluted.

Dilution can occur in three ways: blurring, tarnishment,
and cybersquatting.® Blurring happens when the use of an
existing mark by a different company in a different category
alters the “unique and distinctive significance” of that mark.
Tarnishment is when a different company employs the mark in
order to degrade its quality, such as in the context of a parody
or satire. Cybersquatting occurs when an unaffiliated party
purchases an Internet “domain name consisting of the mark or
name of a company for the purpose of relinquishing the right to
that domain name to the legitimate owner for a price.”®"

New American laws register trademarks for only 10 years
(instead of 20); to renew trademarks, firms must prove they are
using the name and not just holding it in reserve. The Trade-
mark Law Revision Act of 1988 allowed entities to apply for a
trademark based on their “intent to use” it within 36 months,
eliminating the need to have an actual product in the works. To
determine legal status, marketers must search trademark regis-
trations, brand name directories, phone books, trade journals
and advertisements, and so forth. As a result, the pool of poten-
tially available trademarks has shrunk.??

The remainder of this appendix describes some of the par-
ticular issues involved with two important brand elements:
brand names and packaging.

Trademark Issues Concerning Names

Without adequate trademark protection, brand names can be-
come legally declared generic, as was the case with vaseline,
victrola, cellophane, escalator, and thermos. For example, when
Bayer set out to trademark the “wonder drug” acetylsalicylic
acid, they failed to provide a “generic” term or common de-
scriptor for the product and provided only a trademark, Aspirin.
Without any other option available in the language, the trade-
mark became the common name for the product. In 1921,
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a U.S. district court ruled that Bayer had lost all its rights in the
trademark. Other brand names have struggled to retain their
legal trademark status, for example, Band-Aids, Kleenex, Scotch
Tape, Q-Tips, and Jello. Xerox spends $100,000 a year explain-
ing that you don't “Xerox” a document, you photocopy it.?3

Legally, the courts have created a hierarchy for determin-
ing eligibility for registration. In descending order of protection,
these categories are as follows (with concepts and examples in
parentheses):

1. Fanciful (made-up word with no inherent meaning, e.g.,
Kodak)

2. Arbitrary (actual word but not associated with product,
e.g., Camel)

3. Suggestive (actual word evocative of product feature or
benefit, e.g., Eveready)

4. Descriptive (common word protected only with secondary
meaning, e.g., lvory)

5. Generic (word synonymous with the product category, e.g.,
Aspirin)

Thus, fanciful names are the most easily protected, but at the
same time are less suggestive or descriptive of the product it-
self, suggesting the type of trade-off involved in choosing brand
elements. Generic terms are never protectable. Marks that are
difficult to protect include those that are surnames, descriptive
terms, or geographic names or those that relate to a functional
product feature. Marks that are not inherently distinctive and
thus are not immediately protectable may attain trademark pro-
tection if they acquire secondary meaning.

Secondary meaning refers to a mark gaining a mean-
ing other than the older (primary) meaning. The secondary
meaning must be the meaning the public usually attaches to
the mark and that indicates the association between the mark
and goods from a single source. Secondary meaning is usually
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FIGURE 5-1

The New Capabilities of
the New Economy

Preview

This chapter considers how marketing activities in general—and product, pricing, and distribution strat-
egies in particular—build brand equity. How can marketers integrate these activities to enhance brand
awareness, improve the brand image, elicit positive brand responses, and increase brand resonance?

Our focus is on designing marketing activities from a branding perspective. We’ll consider
how the brand itself can be effectively integrated into the marketing program to create brand equity.
Of necessity, we leave a broader perspective on marketing activities to basic marketing manage-
ment texts.! We begin by considering some key developments in designing marketing programs.
After reviewing product, pricing, and channel strategies, we conclude by considering private labels
in Brand Focus 5.0.

NEW PERSPECTIVES ON MARKETING

The strategy and tactics behind marketing programs have changed dramatically in recent years
as firms have dealt with enormous shifts in their external marketing environments. As outlined in
Chapter 1, changes in the economic, technological, political-legal, sociocultural, and competi-
tive environments have forced marketers to embrace new approaches and philosophies. Some of
these changes include:?

» Rapid technological developments

* Greater customer empowerment

* Fragmentation of traditional media

* Growth of interactive and mobile marketing options

* Channel transformation and disintermediation

* Increased competition and industry convergence

* Globalization and growth of developing markets

* Heightened environmental, community, and social concerns
* Severe economic recession

These changes, and others such as privatization and regulation, have combined to give cus-
tomers and companies new capabilities with a number of implications for the practice of brand
management (see Figure 5-1). Marketers are increasingly abandoning the mass-market strategies
that built brand powerhouses in the twentieth century to implement new approaches for a new
marketing era. Even marketers in staid, traditional categories and industries are rethinking their
practices and not doing business as usual.

Consumers
Can wield substantially more customer power.

Can purchase a greater variety of available goods and services.

Can obtain a great amount of information about practically anything.

Can more easily interact with marketers in placing and receiving orders.

Can interact with other consumers and compare notes on products and services.

Companies

Can operate a powerful new information and sales channel with augmented
geographic reach to inform and promote their company and its products.

Can collect fuller and richer information about their markets, customers,
prospects, and competitors.

Can facilitate two-way communication with their customers and prospects, and
facilitate transaction efficiency.

Can send ads, coupons, promotion, and information by e-mail to customers and
prospects who give them permission.

Can customize their offerings and services to individual customers.

Can improve their purchasing, recruiting, training, and internal and external
communication.
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CLIF BAR

Started in 1990 by avid cyclist Gary Erickson and named to honor his father, CLIF® Bar set out to offer a
better-tasting energy bar with wholesome ingredients. With very little advertising support, it grew in popu-
larity through the years via word-of-mouth and PR. The CLIF Bar product line also grew to include dozens
of flavors and varieties, some formulated especially for kids and women, and for energy, healthy snack-
ing, and sports nutrition. Behind CLIF Bar products is a strong socially and environmentally responsible
corporate message. The company is active in its local community and known for its passionate employees,
who are allowed to do volunteer work on company time. It uses extensive organic ingredients, relies on
biodiesel-powered vehicles, and supports the constructions of farmer- and Native American—owned wind
farm through carbon offsets. Its nontraditional marketing activities focus on athletic sponsorships and
public events. To broaden its appeal, it launched its “Meet the Moment™"campaign in the summer of
2011, in which participants provided stories and photos of inspirational athletic adventures. The integrated
marketing campaign featured a fully interactive Web site and mobile applications for iPhone and Android
systems. All these marketing efforts have paid off: CLIF Bar was the number one breakaway brand in a
survey by Forbes magazine and Landor Associates measuring brand momentum from 2006 to 2009.

o

NE

IT'S|ALLJABOUT
FREEDOM

o : '
CLIF Bar has adopted modern marketing practices to build
a highly successful twenty-first-century brand.
Source: Clif Bar & Company

The new marketing environment of the twenty-first century has forced marketers to
fundamentally change the way they develop their marketing programs. Integration and per-
sonalization, in particular, have become increasingly crucial factors in building and main-
taining strong brands, as companies strive to use a broad set of tightly focused, personally
meaningful marketing activities to win customers.

INTEGRATING MARKETING

In today’s marketplace, there are many different means by which products and services and their
corresponding marketing programs can build brand equity. Channel strategies, communication
strategies, pricing strategies, and other marketing activities can all enhance or detract from brand
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equity. The customer-based brand equity model provides some useful guidance to interpret these
effects. One implication of the conceptualization of customer-based brand equity is that the
manner in which brand associations are formed does not matter—only the resulting awareness
and strength, favorability, and uniqueness of brand associations.

In other words, if a consumer has an equally strong and favorable brand association
from Rolaids antacids to the concept “relief,” whether it’s based on past product experiences,
a Consumer Reports article, exposure to a “problem-solution” television ad that concludes
with the tag line “R-O-L-A-I-D-S spells relief,” or knowledge that Rolaids has sponsored the
“Rolaids Relief Man of the Year” award to the best relief pitchers in major league baseball
since 1976, the impact in terms of customer-based brand equity should be identical unless
additional associations such as “advertised on television” are created, or existing associa-
tions such as “speed or potency of effects” are affected in some way.’

Thus, marketers should evaluate all possible means to create knowledge, considering not
just efficiency and cost but also effectiveness. At the center of all brand-building efforts is the
actual product or service. Marketing activities surrounding that product, however, can be critical,
as is the way marketers integrate the brand into them.

Consistent with this view, Schultz, Tannenbaum, and Lauterborn conceptualize one aspect
of integrated marketing, integrated marketing communications, in terms of contacts.* They
define a contact as any information-bearing experience that a customer or prospect has with
the brand, the product category, or the market that relates to the marketer’s product or service.
According to these authors, a person can come in contact with a brand in numerous ways:

For example, a contact can include friends’ and neighbors’ comments, packaging, news-
paper, magazine, and television information, ways the customer or prospect is treated in
the retail store, where the product is shelved in the store, and the type of signage that ap-
pears in retail establishments. And the contacts do not stop with the purchase. Contacts
also consist of what friends, relatives, and bosses say about a person who is using the
product. Contacts include the type of customer service given with returns or inquiries, or
even the types of letters the company writes to resolve problems or to solicit additional
business. All of these are customer contacts with the brand. These bits and pieces of
information, experiences, and relationships, created over time, influence the potential
relationship among the customer, the brand, and the marketer.

In a similar vein, Chattopadhyay and Laborie develop a methodology for managing brand expe-
rience contact points.’

The bottom line is that there are many different ways to build brand equity. Unfortunately,
there are also many different firms attempting to build their brand equity in the marketplace.
Creative and original thinking is necessary to create fresh new marketing programs that break
through the noise in the marketplace to connect with customers. Marketers are increasingly try-
ing a host of unconventional means of building brand equity.

MOOSEJAW MOUNTAINEERING

Targeting a young college-age demographic, offbeat outdoor apparel and gear retailer Moosejaw Moun-
taineering has found success with a marketing strategy it calls “Love the Madness.” Founded by two for-
mer wilderness guides, the company has adopted the motto, “We sell the best outdoor gear in the world
and have the most fun doing it.” Selling most major brands of snowboarding, rock climbing, hiking, and
camping products—as well as its own private label—through nine stores in Michigan, lllinois, Colorado,
and Massachusetts as well as a catalog and Web site, the retailer succeeds because of the way it sells. Vir-
tually any consumer touchpoint with Moosejaw has an irreverent side. As co-founder Robert Wolfe says,
“We have the great product, but then we put some stupid little twist to it that makes us stand out from
everybody else.” In Moosejaw's “Operation Sale,” store customers were invited to play the old electronic
board game at checkout. Picking up the charley horse without setting off the buzzer brought the customer
20 percent off! The company launched a “Break-Up Service” in which it volunteered to make the difficult
call to help customers seeking to end relationships. Text messages from the store offer discounts for re-
plies. One text challenged customers to a digital version of the popular “Rock, Paper, Scissors” game with
a 20 percent discount for winners. When the company added a single line to its catalog asking readers to
send their best illustration of “crying tomatoes,” 300 people replied. All these different efforts have had a
payoff: company market research shows that the 40 percent of customers who can be classified as “highly
engaged” with the brand place at least four orders with the company, more than the norm.®



CHAPTER 5 ¢ DESIGNING MARKETING PROGRAMS TO BUILD BRAND EQUITY

A FREE SHIPPING Ei =
MOOSGJaW ON ALL ORDERS (B}
MADMESS JACKETS CLOTHING GEAR SALE MOOSEJAW CLOTHING

‘J’ X 3 article edit this page story
May 6

MAY 6" SUCKS -

Fr Tk $25
e-GIFT CARD

with purchase of any *100 e-Gift Card...
JUST USE CODE: MAY6SUCKS

We suck. You suck. This promo sucks: Everyfhmg sucks.
Sorry for being so harsh about it.....c. - v ven .

Scroll down for more details about the e-GiH Card and'
why May 6th is the worsl dcly @V o he L

lan a 13 declared the new capial of the ntederate

— Amencan Civil War: The Battle of Chancellorsville ends with the defeat of the Army of
Moosejaw Mountaineering’s unconventional branding approach

has created much engagement and loyalty with customers.

Source: Moosejaw Mountaineering

Creativity must not sacrifice a brand-building goal, however, and marketers must orches-
trate programs to provide seamlessly integrated solutions and personalized experiences for cus-
tomers that create awareness, spur demand, and cultivate loyalty.

Personalizing Marketing

The rapid expansion of the Internet and continued fragmentation of mass media have brought the need
for personalized marketing into sharp focus. Many maintain that the modern economy celebrates the
power of the individual consumer. To adapt to the increased consumer desire for personalization,
marketers have embraced concepts such as experiential marketing and relationship marketing.

Experiential Marketing. Experiential marketing promotes a product by not only com-
municating a product’s features and benefits but also connecting it with unique and interesting
consumer experiences. One marketing commentator describes experiential marketing this way:
“The idea is not to sell something, but to demonstrate how a brand can enrich a customer’s life?

Pine and Gilmore, pioneers on the topic, argued over a decade ago that we are on the thresh-
old of the “Experience Economy,” a new economic era in which all businesses must orchestrate
memorable events for their customers.® They made the following assertions:

* If you charge for stuff, then you are in the commodity business.

* If you charge for tangible things, then you are in the goods business.

 If you charge for the activities you perform, then you are in the service business.

» If you charge for the time customers spend with you, then and only then are you in the expe-
rience business.

Citing a range of examples from Disney to AOL, they maintain that saleable experiences come
in four varieties: entertainment, education, aesthetic, and escapist.

Columbia University’s Bernd Schmitt, another pioneering expert on the subject, notes that
“experiential marketing is usually broadly defined as any form of customer-focused marketing
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Victoria’s Secret has been
praised for its success in
creating an experiential
brand.

Source: Louis Johnny/SIPA/
Newscom

FIGURE 5-2
Brand Experience Scale

Source: Based on J. Josko
Brakus, Bernd H. Schmitt,
and Lia Zarantonello,
“Brand Experience: What
Is It? How Is It Measured?
Does It Affect Loyalty?,”
Journal of Marketing 73
(May 2009): 52-68.
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activity, at various touchpoints, that creates a sensory-emotional connection to customers.”’

Schmitt details five different types of marketing experiences that are becoming increasingly vital
to consumers’ perceptions of brands:

» Sense marketing appeals to consumers’ senses (sight, sound, touch, taste, and smell).

» Feel marketing appeals to customers’ inner feelings and emotions, ranging from mildly pos-
itive moods linked to a brand (e.g., for a noninvolving, nondurable grocery brand or service
or industrial product) to strong emotions of joy and pride (e.g., for a consumer durable,
technology, or social marketing campaign).

» Think marketing appeals to the intellect in order to deliver cognitive, problem-solving expe-
riences that engage customers creatively.

* Act marketing targets physical behaviors, lifestyles, and interactions.

* Relate marketing creates experiences by taking into account individuals’ desires to be
part of a social context (e.g., to their self-esteem, being part of a subculture, or a brand
community).

He also describes how various “experience providers” (such as communications, visual/
verbal identity and signage, product presence, co-branding, spatial environments, electronic me-
dia, and salespeople) can become part of a marketing campaign to create these experiences. In
describing the increasingly more demanding consumer, Schmitt writes, “Customers want to be
entertained, stimulated, emotionally affected and creatively challenged.”

Figure 5-2 displays a scale developed by Schmitt and his colleagues to measure experiences
and its dimensions. Their study respondents rated LEGO, Victoria’s Secret, iPod, and Starbucks
as the most experiential brands.'®

Meyer and Schwager describe a customer experience management (CEM) process that
involves monitoring three different patterns: past patterns (evaluating completed transactions),
present patterns (tracking current relationships), and potential patterns (conducting inquiries
in the hope of unveiling future opportunities).!' The Science of Branding 5-1 describes how
some marketers are thinking more carefully about one particularly interesting aspect of brand
experiences—brand scents!

Relationship Marketing. Marketing strategies must transcend the actual product or service
to create stronger bonds with consumers and maximize brand resonance. This broader set of
activities is sometimes called relationship marketing and is based on the premise that current
customers are the key to long-term brand success.'? Relationship marketing attempts to provide
a more holistic, personalized brand experience to create stronger consumer ties. It expands both
the depth and the breadth of brand-building marketing programs.

This brand makes a strong impression on my visual sense or other senses.
SENSORY | find this brand interesting in a sensory way.

This brand does not appeal to my senses.

This brand induces feelings and sentiments.
AFFECTIVE I do not have strong emotions for this brand.

This brand is an emotional brand.

| engage in physical actions and behaviors when | use this brand.
BEHAVIORAL | This brand results in bodily experiences.

This brand is not action oriented.

| engage in a lot of thinking when | encounter this brand.

INTELLECTUAL | This brand does not make me think.

This brand stimulates my curiosity and problem solving.




CHAPTER 5 ¢ DESIGNING MARKETING PROGRAMS TO BUILD BRAND EQUITY

The smell of a new car is distinctive. When Rolls-Royce cus-
tomers complained in the 1990s that the new cars weren't as
good as the old models, researchers tracked the problem to a
surprising source: the car’s smell. The company then recreated
the aroma of a 1965 Rolls and now sprays it in all the new
models. So can scent be used to entice customers or to make a
place a little more memorable?

Las Vegas casinos have long infused scents into gaming
areas to encourage gamblers to stay a little longer. Now the
connection between scent and shopping experience is being
explored in more venues than ever. More and more companies
looking for an edge are tinkering with scent as a way to dis-
tinguish their brand or store. The ever-growing barrage of ad-
vertising consumers take in is heavily weighted toward visuals.
Although distinctive ring tones and other sounds are used to
build brand awareness, most communication appeals to only
one of the five human senses: sight.

Retailers are looking to capitalize on scent as a way to lure
customers into their stores and into lingering longer than they
otherwise might. Victoria's Secret has long used vanilla scents
in its stores, but now retailers like the Samsung Experience con-
cept store are starting to get in on the action as a way to dis-
tinguish themselves from competitors. But experts caution that
scents aren’t guaranteed to boost sales. The best scents are
unobtrusive. Anything overwhelming can be a negative. And
smells should appeal to the same gender the product is trying
to appeal to.

Scents that are appropriate or consistent with a product
can influence brand evaluations and judgments. Westin Hotels
carefully developed a new fragrance, White Tea, to infuse into
the hotels’ public spaces. The scent is designed to have inter-
national appeal and contribute to a subtle, relaxing vibe in the
lobbies. Travelers also encounter a unique scent on Singapore
Airlines through the scented towels handed out during all
flights. The theory is that passengers will associate the subtle
scent with a positive, relaxing experience.

THE SCIENCE OF BRANDING 5-1

Making Sense Out of Brand Scents

Some brands have a built-in sensory marketing advantage.
Crayola Crayons were not originally designed to have a signa-
ture scent, but the manufacturing process left them with a rec-
ognizable odor. Many adults connect the smell of Crayons with
childhood, leaving Crayola with an incidental brand element
that can be very valuable. When Crayola‘s parent company
was recently considering ways to stand out among the generic
competition in new markets, it decided to trademark the smell.
Scents have actually been shown to improve product memory
across a range of product attributes.

Of course, some products are all about scent. Procter &
Gamble built a $1 billion brand with Febreze air freshener.
From its origins as a fabric treatment to freshen up coats,
drapes, and mattresses, the brand’s product line grew to in-
clude specific sprays for cars, sportswear, pets, carpets, and al-
lergen reduction, as well as decorative candles, scented reed
diffusers, and flameless scented luminaries. Scents are available
for those looking to solve a problem (such as pet odor) or to
create an ambiance around the house.

Sources: Linda Tischler, “Smells Like Brand Spirit,” Fast Company,
August 2005; Martin Lindstrom, “Smelling a Branding Opportunity,”
Brandweek, 14 March 2005; Lucas Conley, “Brand Sense,” Fast Com-
pany, March 2005; Maureen Morrin and S. Ratneshwar, “Does It Make
Sense to Use Scents to Enhance Brand Memory?,” Journal of Market-
ing Research 40 (February 2003): 10-25; Anick Bosmans, “Scents and
Sensibility: When Do (In)congruent Ambient Scents Influence Product
Evaluations?,” Journal of Marketing 70 (July 2006): 32—43; Aradhna
Krishna, A., Ryan S. Elder, and Cindy Caldara, “Feminine to Smell
but Masculine to Touch? Multisensory Congruence and Its Effects on
the Aesthetic Experience,” Journal of Consumer Psychology 20, no. 4
(2010): 410-418; Aradhna Krishna, May Lwin, and Maureen Morrin,
“Product Scent and Memory,” Journal of Consumer Research 37 (June
2010): 57-67; Ellen Byron, “Febreze Joins P&G’s $1 Billion Club,”
Wall Street Journal, 9 March 2011; Joann Peck and Terry L. Childers,
“Effect of Sensory Factors on Consumer Behavior,” in Handbook of
Consumer Psychology, eds. Curtis T. Haugtvedt, Paul M. Herr, and
Frank R. Kardes (New York: Taylor & Francis, 2008), 193-220.

Here are just a few of the basic benefits relationship marketing provides: '

customers.

depending on the industry.

Acquiring new customers can cost five times as much as satisfying and retaining current

The average company loses 10 percent of its customers each year.
A 5 percent reduction in the customer defection rate can increase profits by 25-85 percent,

The customer profit rate tends to increase over the life of the retained customer.

We next review three concepts that can be helpful with relationship marketing: mass
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customization, one-to-one marketing, and permission marketing.

Mass Customization. The concept behind mass customization, namely making products to fit
the customer’s exact specifications, is an old one, but the advent of digital-age technology enables
companies to offer customized products on a previously unheard-of scale. Going online, customers
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With NIKEiD, custom-
ers can customize their
shoes and share their cre-
ations with others online.

Source: Getty Images/Getty
Images for Nike

can communicate their preferences directly to the manufacturer, which, by using advanced production
methods, can assemble the product for a price comparable to that of a noncustomized item.

In an age defined by the pervasiveness of mass-market goods, mass customization enables
consumers to distinguish themselves with even basic purchases. The online jeweler Blue Nile
lets customers design their own rings. Custom messenger-bag maker Rickshaw Bagworks lets
customers design their own bags before they are made to order. Sportswear vendor Shorto-
matic lets customers upload their own images and overlay them on a pair of custom-designed
shorts. Land’s End also allows customization of certain styles of pants and shirts on its Web
site to allow for a better fit.!*

Mass customization is not restricted to products. Many service organizations such as banks
are developing customer-specific services and trying to improve the personal nature of their
service experience with more service options, more customer-contact personnel, and longer
service hours. !>

Mass customization can offer supply-side benefits too. Retailers can reduce inventory, saving
warehouse space and the expense of keeping track of everything and discounting leftover mer-
chandise.'® Mass customization has its limitations, however, because not every product is easily
customized and not every product demands customization. Returns are also more problematic for
a customized product that may not have broader appeal.

With the advent of social media, customers can now share with others what they have
co-created with firms. For example, Nike enables customers to put their own personalized mes-
sage on a pair of shoes with the NIKEiD program. At the NIKEiD Web site, visitors can make a
customized shoe by selecting the size, width, and color scheme and affixing an eight-character
personal ID to their creation. Then they can share it with others for them to admire.!”

One-to-One Marketing. Don Peppers and Martha Rogers popularized the concept of one-
to-one marketing, an influential perspective on relationship marketing.'® The basic rationale is
that consumers help add value by providing information to marketers; marketers add value, in
turn, by taking that information and generating rewarding experiences for consumers. The firm is
then able to create switching costs, reduce transaction costs, and maximize utility for consumers,
all of which help build strong, profitable relationships.

One-to-one marketing is thus based on several fundamental strategies:

* Focus on individual consumers through consumer databases— “We single out consumers.”
* Respond to consumer dialogue via interactivity—"“The consumer talks to us.”
* Customize products and services— “We make something unique for him or her.”

Another tenet of one-to-one marketing is treating different consumers differently because of
their different needs, and their different current and future value to the firm. In particular, Peppers
and Rogers stress the importance of devoting more marketing effort to the most valuable consumers.
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Peppers and Rogers identified several examples of brands that have practiced one-to-one
marketing through the years, such as Avon, Owens-Corning, and Nike.'” They note how Ritz-
Carlton hotels use databases to store consumer preferences, so that if a customer makes a special
request in one of its hotels, it is already known when he or she stays in another.

Peppers and Rogers also provide an example of a localized version of one-to-one marketing.
After having ordered flowers at a local florist for his or her mother, a customer might receive a post-
card “reminding him that he had sent roses and star lilies last year and that a phone call would put
a beautiful arrangement on her doorstep again for her birthday this year.” Although such online or
offline reminders can be helpful, marketers must not assume that customers always want to repeat
their behaviors. For example, what if the flowers were a doomed, last-chance attempt to salvage a
failing relationship? Then a reminder under such circumstances may not be exactly welcome!

An example of a highly successful relationship marketing program comes from Tesco, the
United Kingdom’s largest grocer.

TESCO

Celebrating its fifteenth anniversary in 2010, Tesco Clubcard is one of the world’s most successful retail
loyalty schemes. Each of the 10 million members in the program has a unique “DNA profile” based on
the products he or she buys. Products themselves are classified on up to 40 dimensions—such as package
size, healthy, own label, ecofriendly, ready-to-eat, and so on—to facilitate this customer categorization. In
exchange for providing their purchase information and basic demographic information, members receive
a variety of purchase benefits across a wide range of products and services beyond what is sold in their
stores. Tracking customers’ purchases in the program, in turn, helps Tesco uncover price elasticities, offer
targeted promotions, and improve marketing efficiency. By also strengthening customer loyalty, the Club-
card program has been estimated to generate cumulative savings to Tesco of over £350 million. The range
of products, the nature of merchandising, and even the location of Tesco’s convenience stores all benefit
from the use of this customer data to develop tailored solutions. Tesco has introduced a number of Clubcard
program innovations through the years, including key fobs and newly designed cards issued in 2008.2°

CLUBCARD

Eveny Wl halps

Tesco’s Clubcard is the centerpiece of one of the world’s most successful retail
loyalty programs.

Source: Tesco Stores Ltd.

Permission Marketing. Permission marketing, the practice of marketing to consumers only
after gaining their express permission, was another influential perspective on how companies can
break through the clutter and build customer loyalty. A pioneer on the topic, Seth Godin, has noted
that marketers can no longer employ “interruption marketing” or mass media campaigns featuring
magazines, direct mail, billboards, radio and television commercials, and the like, because consum-
ers have come to expect—but not necessarily appreciate—these interruptions.”! By contrast, Godin
asserts, consumers appreciate receiving marketing messages they gave permission for: “The worse
the clutter gets, the more profitable your permission marketing efforts become.”
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Given the large number of marketing communications that bombard consumers every day,
Godin argues that if marketers want to attract a consumer’s attention, they first need to get his or
her permission with some kind of inducement—a free sample, a sales promotion or discount, a
contest, and so on. By eliciting consumer cooperation in this manner, marketers might develop
stronger relationships with consumers so that they desire to receive further communications
in the future. Those relationships will only develop, however, if marketers respect consumers’
wishes, and if consumers express a willingness to become more involved with the brand.??

With the help of large databases and advanced software, companies can store gigabytes of
customer data and process this information in order to send targeted, personalized marketing
e-mail messages to customers. Godin identifies five steps to effective permission marketing:

1. Offer the prospect an incentive to volunteer.

2. Offer the interested prospect a curriculum over time, teaching the consumer about the
product or service being marketed.

. Reinforce the incentive to guarantee that the prospect maintains his or her permission.

. Offer additional incentives to get more permission from the consumer.

5. Over time, leverage the permission to change consumer behavior toward profits.

=~ W

In Godin’s view, effective permission marketing works because it is “anticipated, personal,
and relevant.” A recent consumer research study provides some support: 87 percent of respon-
dents agreed that e-mail “is a great way for me to hear about new products available from retail
companies”’; 88 percent of respondents said a retailer’s e-mail has prompted them to download/
print out a coupon; 75 percent said it has led them to buy a product online; 67 percent said it has
prompted an offline purchase; and 60 percent have been moved to “try a new product for the first
time.”>} Amazon.com has successfully applied permission marketing on the Web for years.?*

AMAZON

With customer permission, online retailer Amazon uses database software to track its customers’ purchase
habits and send them personalized marketing messages. Each time a customer purchases something from
Amazon.com, he or she can receive a follow-up e-mail containing information about other products that
might interest him or her based on that purchase. For example, if a customer buys a book, Amazon might
send an e-mail containing a list of titles by the same author, or of titles also purchased by customers who
bought the original title. With just one click, the customer can get more detailed information. Amazon
also sends periodic e-mails to customers informing them of new products, special offers, and sales. Each
message is tailored to the individual customer based on past purchases and specified preferences, accord-
ing to customer wishes. Amazon keeps an exhaustive list of past purchases for each customer and makes
extensive recommendations.

Permission marketing is a way of developing the “consumer dialogue” component of one-
to-one marketing in more detail. One drawback to permission marketing, however, is that it
presumes that consumers have some sense of what they want. In many cases, consumers have
undefined, ambiguous, or conflicting preferences that might be difficult for them to express.
Thus, marketers must recognize that consumers may need to be given guidance and assistance
in forming and conveying their preferences. In that regard, participation marketing may be a
more appropriate term and concept to employ, because marketers and consumers need to work
together to find out how the firm can best satisfy consumer goals.>

Reconciling the Different Marketing Approaches

These and other different approaches to personalization help reinforce a number of important
marketing concepts and techniques. From a branding point of view, they are particularly useful
means of both eliciting positive brand responses and creating brand resonance to build customer-
based brand equity. Mass customization and one-to-one and permission marketing are all poten-
tially effective means of getting consumers more actively engaged with a brand.

According to the customer-based brand equity (CBBE) model, however, these differ-
ent approaches emphasize different aspects of brand equity. For example, mass customization
and one-to-one and permission marketing might be particularly effective at creating greater
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relevance, stronger behavioral loyalty, and attitudinal attachment. Experiential marketing, on the
other hand, would seem to be particularly effective at establishing brand imagery and tapping
into a variety of different feelings as well as helping build brand communities. Despite poten-
tially different areas of emphasis, all four approaches can build stronger consumer—brand bonds.

One implication of these new approaches is that the traditional “marketing mix” concept and
the notion of the “4 Ps” of marketing—product, price, place (or distribution), and promotion (or
marketing communications)—may not fully describe modern marketing programs, or the many
activities, such as loyalty programs or pop-up stores, that may not necessarily fit neatly into one
of those designations. Nevertheless, firms still have to make decisions about what exactly they are
going to sell, how (and where) they are going to sell it, and at what price. In other words, firms
must still devise product, pricing, and distribution strategies as part of their marketing programs.

The specifics of how they set those strategies, however, have changed considerably. We turn
next to these topics and highlight a key development in each area, recognizing that there are
many other important areas beyond the scope of this text. With product strategy, we emphasize
the role of extrinsic factors; with pricing strategy, we focus on value pricing; and with channel
strategy, we concentrate on channel integration.

PRODUCT STRATEGY

The product itself is the primary influence on what consumers experience with a brand, what
they hear about a brand from others, and what the firm can tell customers about the brand. At the
heart of a great brand is invariably a great product.

Designing and delivering a product or service that fully satisfies consumer needs and wants
is a prerequisite for successful marketing, regardless of whether the product is a tangible good,
service, or organization. For brand loyalty to exist, consumers’ experiences with the product
must at least meet, if not actually surpass, their expectations.

After considering how consumers form their opinions of the quality and value of a product,
we consider how marketers can go beyond the actual product to enhance product experiences
and add additional value before, during, and after product use.

Perceived Quality

Perceived quality is customers’ perception of the overall quality or superiority of a product or
service compared to alternatives and with respect to its intended purpose. Achieving a satisfac-
tory level of perceived quality has become more difficult as continual product improvements
over the years have led to heightened consumer expectations.

Much research has tried to understand how consumers form their opinions about quality.
The specific attributes of product quality can vary from category to category. Nevertheless, con-
sistent with the brand resonance model from Chapter 3, research has identified the following
general dimensions: primary ingredients and supplementary features; product reliability, dura-
bility and serviceability; and style and design.?’ Consumer beliefs about these characteristics
often define quality and, in turn, influence attitudes and behavior toward a brand.

Product quality depends not only on functional product performance but on broader perfor-
mance considerations as well, like speed, accuracy, and care of product delivery and installation;
the promptness, courtesy, and helpfulness of customer service and training; and the quality of
repair service.

Brand attitudes may also depend on more abstract product imagery, such as the symbolism
or personality reflected in the brand. These “augmented” aspects of a product are often crucial
to its equity. Finally, consumer evaluations may not correspond to the perceived quality of the
product and may be formed by less thoughtful decision making, such as simple heuristics and
decision rules based on brand reputation or product characteristics such as color or scent.

Aftermarketing

To achieve the desired brand image, product strategies should focus on both purchase and con-
sumption. Much marketing activity is devoted to finding ways to encourage trial and repeat
purchases by consumers. Perhaps the strongest and potentially most favorable associations, how-
ever, result from actual product experience—what Procter & Gamble calls the “second moment
of truth” (the “first moment of truth” occurs at purchase).
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Unfortunately, too little marketing attention is devoted to finding new ways for consumers
to truly appreciate the advantages and capabilities of products. Perhaps in response to this over-
sight, one notable trend in marketing is the growing role of aftermarketing, that is, those mar-
keting activities that occur after customer purchase. Innovative design, thorough testing, quality
production, and effective communication—through mass customization or any other means—
are without question the most important considerations in enhancing product consumption expe-
riences that build brand equity.

In many cases, however, they may only be necessary and not sufficient conditions for
brand success, and marketers may need to use other means to enhance consumption experi-
ences. Here we consider the role of user manuals, customer service programs, and loyalty
programs.

User Manuals. Instruction or user manuals for many products are too often an afterthought,
put together by engineers who use overly technical terms and convoluted language. Online help
forums put the consumer at the mercy of other equally ignorant users or so-called experts who
may not understand or appreciate the obstacles the average consumer faces.

As a result, consumers’ initial product experiences may be frustrating or, even worse, un-
successful. Even if consumers are able to figure out how to make the product perform its basic
functions, they may not learn to appreciate some of its more advanced features, which are usu-
ally highly desirable and possibly unique to the brand.

To enhance consumers’ consumption experiences, marketers must develop user manuals or
help features that clearly and comprehensively describe both what the product or service can do
for consumers and how they can realize these benefits. With increasing globalization, writing
easy-to-use instructions has become even more important because they often require translation
into multiple languages.28 Manufacturers are spending more time designing and testing instruc-
tions to make them as user friendly as possible.

User manuals increasingly may need to appear in online and multimedia formats to most
effectively demonstrate product functions and benefits. Intuit, makers of the Quicken personal
finance management software package, routinely sends researchers home with first-time buy-
ers to check that its software is easy to install and to identify any sources of problems that
might arise. Corel software adopts a similar “Follow Me Home” strategy and also has “pizza
parties” at the company where marketing, engineering, and quality assurance teams analyze
the market research together, so that marketing does not just hand down conclusions to other
departments.29

Customer Service Programs. Aftermarketing, however, is more than the design and com-
munication of product instructions. As one expert in the area notes, “The term ‘aftermarketing’
describes a necessary new mind-set that reminds businesses of the importance of building a
lasting relationship with customers, to extend their lifetimes. It also points to the crucial need to
better balance the allocation of marketing funds between conquest activities (like advertising)
and retention activities (like customer communication programs).”

Creating stronger ties with consumers can be as simple as creating a well-designed cus-
tomer service department. Research by Accenture in 2010 found that two in three customers
switched companies in the past year due to poor customer service.>! In the auto industry, after-
sales service from the dealer is a critical determinant of loyalty and repeat buying of a brand.
Routine maintenance and unplanned repairs are an opportunity for dealers to strengthen their
ties with customers.?

Aftermarketing can include the sale of complementary products that help make up a sys-
tem or in any other way enhance the value of the core product. Printer manufacturers such as
Hewlett-Packard derive much of their revenue from high-margin postpurchase items such as ink-
jet cartridges, laser toner cartridges, and paper specially designed for PC printers. The average
owner of a home PC printer spends much more on consumables over the lifetime of the machine
than on the machine itself.3?

Aftermarketing can be an important determinant of profitability. For example, roughly
three-quarters of revenue for aerospace and defense providers comes from aftermarket support
and related sales. Aftermarket sales are strongest when customers are locked in to buying from
the company that sold them the primary product due to service contracts, proprietary technology
or patents, or unique service expertise.>*
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Loyalty Programs. Loyalty or frequency programs have become one popular means by which
marketers can create stronger ties to customers.>> Their purpose is “identifying, maintaining, and
increasing the yield from a firm’s ‘best’ customers through long-term, interactive, value-added re-
lationships.”36 Firms in all kinds of industries—most notably the airlines—have established loyalty
programs through different mixtures of specialized services, newsletters, premiums, and incen-
tives. Often they include extensive co-branding arrangements or brand alliances.

LOYALTY PROGRAMS IN THE AIRLINE INDUSTRY

What started three decades ago in the American market has now become industry standard: airlines around
the world offer individual loyalty programs where participants are rewarded for their travel with free flights.
The most frequent flyers—the Gold members—get extra perks, such as upgrades and lounge access. Some
major airlines have grouped together to form alliances (Star Alliance, One World, and Sky Team) that encourage
passengers to enjoy a range of privileges. In Asia, the most prominent programs are Singapore Airlines’ Kris
Flyer and Cathay Pacific’s Asia Miles. In newly industrialized South Korea, Asiana Airlines offers the Asiana Club,
with more than 10 million members; and Korean Air’s SkyPass has more than 13 million members. Although
only a small percentage of the members are frequent fliers, the amount of accumulated miles has skyrocketed
as a result of customers’ ability to accumulate miles not only through flights, but also through hotel stays, car
rentals, and credit card and mobile phone usage.3’

Many businesses besides airlines introduced loyalty programs in the intervening years because
they often yield results.® As one marketing executive said, “Loyalty programs reduce defection rates
and increase retention. You can win more of a customer’s purchasing share.” The value created by the
loyalty program creates switching costs for consumers, reducing price competition among brands.

To get discounts, however, consumers must typically hand over personal data, raising privacy
concerns. When the loyalty program is tied into a credit card, as is sometimes the case, privacy con-
cerns are even more acute. Nevertheless, the lure of special deals can be compelling to consumers,
and in 2011, there were more than 2 billion memberships in loyalty programs, with an average value
of $622 points issues per household. A third of these rewards, however, remain unredeemed.?

The appeal to marketers is clear too. Fifteen percent of a retailer’s most loyal customers can
account for as much as half its sales, and it can take between 12 and 20 new customers to replace

a lost loyal customer.** Some tips for building effective loyalty programs follow:*!

*  Know your audience: Most loyalty marketers employ sophisticated databases and software
to determine which customer segment to target with a given program. Target customers
whose purchasing behavior can be changed by the program.

* Change is good: Marketers must constantly update the program to attract new customers
and prevent other companies in their category from developing “me-too” programs. “Any
loyalty program that stays static will die,” said one executive.

HP makes much more
money selling printer
cartridges than from
selling the printer itself.

Source: Brown Adrian/SIPA/
Newscom
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e Listen to your best customers: Suggestions and complaints from top customers deserve
careful consideration, because they can lead to improvements in the program. Because they
typically represent a large percentage of business, top customers must also receive better
service and more attention.

e Engage people: Make customers want to join the program. Make the program easy to use
and offer immediate rewards when customers sign up. Once they become members, make
customers “feel special,” for example, by sending them birthday greetings, special offers, or
invitations to special events.

Summary

The product is at the heart of brand equity. Marketers must design, manufacture, market, sell,
deliver, and service products in a way that creates a positive brand image with strong, favorable,
and unique brand associations; elicits favorable judgments and feelings about the brand; and
fosters greater degrees of brand resonance.

Product strategy entails choosing both tangible and intangible benefits the product will
embody and marketing activities that consumers desire and the marketing program can deliver.
A range of possible associations can become linked to the brand—some functional and perfor-
mance-related, and some abstract and imagery-related. Perceived quality and perceived value
are particularly important brand associations that often drive consumer decisions.

Because of the importance of loyal customers, relationship marketing has become a brand-
ing priority. Consequently, consumers’ actual product experiences and aftermarketing activities
have taken on increased importance in building customer-based brand equity. Those marketers
who will be most successful at building CBBE will take the necessary steps to make sure they
fully understand their customers and how they can deliver superior value before, during, and
after purchase. A company doing just that is Proton.

PROTON

Proton, the first Malaysian national automobile manufacturer, has undertaken a number of activities to ensure
customer loyalty, strengthen brand equity, and enhance its analytical and operational efficiency. These activities
have included a campaign called “Power of 1" to communicate technological enhancements, the “Very Important
Proton” (VIP) program to maintain customer loyalty, and a “Zero Defect Campaign.” Other activities include the
establishment of a centralized logistics hub to manage sales, services, and warranties, and to encourage feedback
from customers. Currently, the advertising campaign for its latest product, Proton Prevé, has the theme “Drive it
to believe it.” Since its launch in April 2012, orders for the Prevé have reached more than 11,000 units. In addi-
tion, activities are being carried out to capture the after-sales segment in order to promote visits to Proton service
centers, where better value-for-money packages have been introduced. This tactical campaign is performed every
guarter to induce an element of surprise and enhance a “feel good” sentiment among Proton customers. Overall,
performance of Proton is better than in 2010. Its market position for 2011 is only 5.2 percent behind Perodua, the
Malaysia automobile leader.*?

Proton has found that tactical marketing campaigns have
helped grow their market share.

Source: Chatchai Somwat/Dreamstime.com
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PRICING STRATEGY

Price is the one revenue-generating element of the traditional marketing mix, and price premi-
ums are among the most important benefits of building a strong brand. This section considers the
different kinds of price perceptions that consumers might form, and different pricing strategies
that the firm might adopt to build brand equity.

Consumer Price Perceptions

The pricing strategy can dictate how consumers categorize the price of the brand (as low,
medium, or high), and how firm or how flexible they think the price is, based on how deeply
or how frequently it is discounted.

Consumers often rank brands according to price tiers in a category.*> For example, Figure 5-3
shows the price tiers that resulted from a study of the ice cream market.** In that market, as the
figure shows, there is also a relationship between price and quality. Within any price tier, there is
a range of acceptable prices, called price bands, that indicate the flexibility and breadth marketers
can adopt in pricing their brands within a tier. Some companies sell multiple brands to better com-
pete in multiple categories. Figure 5-4 displays clothing offerings from Phillips Van Huesen that at
one time covered a wide range of prices and corresponding retail outlets.*>

Besides these descriptive “mean and variance” price perceptions, consumers may have price
perceptions that have more inherent product meaning. In particular, in many categories, they
may infer the quality of a product on the basis of its price and use perceived quality and price to
arrive at an assessment of perceived value. Costs here are not restricted to the actual monetary
price but may reflect opportunity costs of time, energy, and any psychological involvement in the
decision that consumers might have.*®

Consumer associations of perceived value are often an important factor in purchase deci-
sions. Thus many marketers have adopted value-based pricing strategies—attempting to sell
the right product at the right price—to better meet consumer wishes, as described in the next
section.

In short, price has complex meaning and can play multiple roles to consumers. The Science
of Branding 5-2 provides insight into how consumers perceive and process prices as part of
their shopping behavior. Marketers need to understand all price perceptions that consumers
have for a brand, to uncover quality and value inferences, and to discover any price premiums
that exist.
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FIGURE 5-3

Price Tiers in the Ice
Cream Market

191



192

Brand Price Tiers

FIGURE 5-4
Phillips Van-Heusen

PART Il e DESIGNING AND IMPLEMENTING BRAND MARKETING PROGRAMS

Collection st Calvin Klein Collection $10,000
oflection stores ck Calvin Klein % )/
BCBG Max Azria =
Specialty stores Sean John
Kenneth Cole New York
Premier department stores Calvin Klein
MICHAEL Michael Kors
Department stores BCBG Attitude
Kenneth Cole Reaction
. Geoffrey Beene
Mid-tier department stores
1ZOD
Bass
Company stores Chaps
Van Heusen
Discount stores oLl
Arrow
Distribution Channels Brand Pricing Strategy Price Range

Economists traditionally assumed that consumers were
“price takers” who accepted prices as given. However, as
Ofir and Winer note, consumers and customers often actively
process price information, interpreting prices in terms of their
knowledge from prior purchasing experience, formal commu-
nications such as advertising, informal communications from
friends or family members, and point-of-purchase or online
information. Consumer purchase decisions are based on con-
sumers’ perceived prices, however, not the marketer’s stated
value. Understanding how consumers arrive at their percep-
tions of prices is thus an important marketing priority.

Much research has shown that surprisingly few consum-
ers can recall specific prices of products accurately, although
they may have fairly good knowledge of the relevant range
of prices. When examining or considering an observed price,
however, consumers often compare it with internal frames of
reference (prices they remember) or external frames of refer-
ence (a posted “regular retail price”). Internal reference prices
occur in many forms, such as the following:

e “Fair price” (what product
should cost)

Lower-bound price (the

least consumer would pay)
e Typical price e Competitive prices

e Last price paid e Expected future price
e Upper-bound price (the e Usual discounted price

most consumer would pay)

When consumers evoke one or more of these frames of reference,
their perceived price can vary from the stated price. Most research
on reference prices has found that “unpleasant surprises,” such
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Understanding Consumer Price Perceptions

as a stated price higher than the perceived price, have a greater
impact on purchase likelihood than pleasant surprises.

Consumer perceptions of prices are also affected by alterna-
tive pricing strategies. For example, research has shown that a rela-
tively expensive item can seem less expensive if the price is broken
down into smaller units (a $500 annual membership seems pricier
than “less than $50 a month”). One reason prices often end with
the number nine (as in, say, $49.99) is that consumers process
prices in a left-to-right manner rather than holistically or by round-
ing. This effect is more pronounced when competing products’
prices are numerically and psychologically closer together.

Even the competitive environment has been shown to af-
fect consumer price judgments: deep discounts (like everyday
low pricing or EDLP) can lead to lower perceived prices over
time than frequent, shallow discounts (high-low pricing or
HILO), even if the average prices are the same in both cases.
Clearly, consumer perceptions of price are complex and depend
on the pricing context involved.

Sources: Chezy Ofir and Russell S. Winer, “Pricing: Economic and
Behavioral Models,” in Handbook of Marketing, eds. Bart Weitz and
Robin Wensley (New York: Sage Publications, 2002): 5-86; John
T. Gourville, “Pennies-a-Day: The Effect of Temporal Reframing on
Transaction Evaluation,” Journal of Consumer Research (March 1998):
395-408; Manoj Thomas and Vicki Morwitz, “Penny Wise and Pound
Foolish: The Left-Digit Effect in Price Cognition,” Journal of Con-
sumer Research 26 (June 2005): 54—64; Eric Anderson and Duncan
Simester, “Mind Your Pricing Cues,” Harvard Business Review 81, no.
9 (September 2003): 96-103; Tridib Mazumdar, S. P. Raj, and Indrajit
Sinha, “Reference Price Research: Review and Propositions,” Journal
of Marketing 69 (October 2005): 84-102.
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Setting Prices to Build Brand Equity

Choosing a pricing strategy to build brand equity means determining the following:

* A method for setting current prices
* A policy for choosing the depth and duration of promotions and discounts

There are many different approaches to setting prices, and the choice depends on a number of consider-
ations. This section highlights a few of the most important issues as they relate to brand equity.*’

Factors related to the costs of making and selling products and the relative prices of com-
petitive products are important determinants in pricing strategy. Increasingly, however, firms
are placing greater importance on consumer perceptions and preferences. Many firms now are
employing a value-pricing approach to setting prices and an everyday-low-pricing (EDLP)
approach to determining their discount pricing policy over time. Let’s look at both.

Value Pricing. The objective of value pricing is to uncover the right blend of product qual-
ity, product costs, and product prices that fully satisfies the needs and wants of consumers and
the profit targets of the firm. Marketers have employed value pricing in various ways for years,
sometimes learning the hard way that consumers will not pay price premiums that exceed their
perceptions of the value of a brand. Perhaps the most vivid illustration was the legendary price
cut for Philip Morris’s leading cigarette brand, Marlboro, described in Branding Brief 5-1.43
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Marlboro's Price Drop

On April 2, 1993, or “Marlboro Friday,” Philip Morris dropped
a bombshell in the form of a three-page announcement: “Philip
Morris USA . . . announced a major shift in business strategy
designed to increase market share and grow long-term profitabil-
ity in a highly price sensitive market environment.” Quoting to-
bacco unit president and CEO William I. Campbell, the statement
continued, “We have determined that in the current market envi-
ronment caused by prolonged economic softness and depressed
consumer confidence, we should take those steps necessary to
grow our market share rather than pursue rapid income growth
rates that might erode our leading marketplace position.”

Philip Morris announced four major steps, the fourth
of which caught the eye of marketers and Wall Street alike:
a major promotional cut in the price of Marlboro (roughly 40
to 50 cents a pack), which was expected to decrease earnings
in Philip Morris's most profitable unit by 40 percent. The action
was justified by the results of a month-long test in Portland,
Oregon, the previous December in which a 40-cent decrease in
pack price had increased market share by 4 points.

The stock market reaction to the announcement was swift.
By day’s end, Philip Morris’s stock price had declined from
$64.12 to $49.37, a 23 percent drop that represented a one-
day loss of $13 billion in shareholder equity! There was a ripple
effect in the stock market, with significant stock price declines
for other consumer goods companies with major brands like
Sara Lee, Kellogg’s, General Mills, and Procter & Gamble. A
company that took one of the biggest hits was Coca-Cola,
whose shareholders lost $5 billion in paper earnings in the days
following “Black Friday.”

A number of factors probably led Marlboro to cut prices so
dramatically. The economy certainly was still sluggish, coming
out of a recession. Private-label or store-brand cigarettes had

been increasing in quality and were receiving more attention
from customers and retailers. A prime consideration suggested
by many was related to Philip Morris's hefty price increases.
These had often occurred two to three times a year, so that the
retail price of a pack of Marlboros more than tripled between
1980 and 1992. The 80 cents to $1 difference between pre-
mium brands and discount brands that prevailed at that time
was thought to have resulted in steady sales increases for the
discount brands at the expense of Marlboro’s market share,
which had dropped to 22 percent and was projected to decline
further to 18 percent if Philip Morris made no changes.

Although much of the popular press attempted to exploit
Marlboro’s actions to proclaim that “brands were dead,” noth-
ing could have been further from the truth. In fact, a more ac-
curate interpretation of the whole episode is that it showed
that new brands were entering the scene, as evidenced by the
ability of discount brands to create their own brand equity on
the basis of strong consumer associations to “value.”

At the same time, existing brands, if properly managed, can
command loyalty, enjoy price premiums, and still be extremely
profitable. By cutting the difference between discount cigarettes
and Marlboro to roughly 40 cents, Philip Morris was able to woo
back many customers. Within nine months after the price drop,
its market share increased to almost 27 percent. Years later,
Marlboro currently owns 42 percent of the market. Priced at
$5.70 a pack, the brand commands a significant premium over
the average $4.21 price for the cheapest brands on the market.

Sources: Laura Zinn, “The Smoke Clears at Marlboro,” BusinessWeek, 31
January 1994, 76-77; Al Silk and Bruce Isaacson, “Philip Morris:
Marlboro Friday (A),” Harvard Business School Case 9-596-001;
Michael Felberbaum, “Altria 1Q Net Rises, but Marlboro Loses Ground,”
Bloomberg BusinessWeek, 20 April 2011.
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Walmart’s “Save Money.
Live Better” slogan
succinctly summarizes its
strong value positioning.
Source: Beth Hall/

Bloomberg via Getty
Images

Walmart >'<.

Save money. Live better.

Two important and enduring branding lessons emerged from the Marlboro episode. First,
strong brands can command price premiums. Once Marlboro’s price entered a more acceptable
range, consumers were willing to pay the still-higher price, and sales of the brand started to
increase. Second, strong brands cannot command an excessive price premium. The clear signal
sent to marketers everywhere is that price hikes without corresponding investments in the value
of the brand may increase the vulnerability of the brand to lower-priced competition. In these
cases, consumers may be willing to “trade down” because they no longer can justify to them-
selves that the higher-priced brand is worth it. Although the Marlboro price discounts led to
short-term profitability declines, they also led to regained market share that put the brand on a
stronger footing over the longer haul.

In today’s challenging new climate, several firms have been successful by adopting a value-
pricing strategy. For example, Walmart’s slogan, “Save Money. Live Better,” describes the
pricing strategy that has allowed it to become the world’s largest retailer. Southwest Airlines
combined low fares with no-frills—but friendly—service to become a powerful force in the air-
line industry. The success of these and other firms has dramatized the potential benefits of imple-
menting a value-pricing strategy.

As you might expect, there are a number of opinions regarding the keys for success in
adopting a value-based pricing approach. In general, however, an effective value-pricing strategy
should strike the proper balance among three key components:

* Product design and delivery
* Product costs
* Product prices

In other words, as we’ve seen before, the right kind of product has to be made the right way and
sold at the right price. We look at each of these three elements below. Meanwhile, a brand that
has experienced much success in recent years balancing this formula is Hyundai.

HYUNDAI

Taking a page from the Samsung playbook, Korean upstart automaker Hyundai is trying to do to Toyota
and Honda what Samsung successfully did to Sony—provide an affordable alternative to a popular mar-
ket leader. Like Samsung, Hyundai has adopted a well-executed value pricing strategy that combines
advanced technology, reliable performance, and attractive design with lower prices. As the head of
U.S. design noted in discussing the 2011 Sonata sedan and revamped Tucson crossover, “The basic idea
is a car that looks like a premium car, but not at a premium price. We're looking to pull people out of
Camrys and Accords and give them something different.” Hyundai’s 10-year or 100,000 mile power
train warranty programs and positive reviews from car analysts such as J. D. Power provided additional
reassurance to potential buyers of the quality of the products and the company’s stability. To maintain
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momentum during the recession, Hyundai’s “Assurance” program, featuring a highly publicized Super
Bowl TV spot, allowed new buyers to return their Hyundai vehicles if they lost their job. All these ef-
forts were met with greater customer acceptance: the number of potential U.S. buyers who say they
would “definitely” consider a Hyundai tripled from 2000 to 2009. Hyundai’s current Assurance program
is centered on a new Trade-in Value Guarantee that preserves the market value of a new Hyundai by
guaranteeing to customers at the time of purchase exactly how much it would be worth, two, three, or
four years from now.*?
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Hyundai has a strong value proposition, anchored by its 10-year or 100,000-mile warranty.
Source: Hyundai Motor America

Product Design and Delivery. The first key is the proper design and delivery of the product.
Product value can be enhanced through many types of well-conceived and well-executed market-
ing programs, such as those covered in this and other chapters of the book. Proponents of value
pricing point out that the concept does not mean selling stripped-down versions of products at
lower prices. Consumers are willing to pay premiums when they perceive added value in prod-
ucts and services.

Some companies actually have been able to increase prices by skillfully introducing new
or improved “value-added” products. Some marketers have coupled well-marketed product in-
novations and improvements with higher prices to strike an acceptable balance to at least some
market segments. Here are two examples of Procter & Gamble brands that used that formula to
find marketplace success in the midst of the deep recession of 2008-2010.

e P&G introduced its most expensive Gillette razor ever, the Fusion ProGlide, by combining
an innovative product with strong marketing support. Its “Turning Shaving into Gliding and
Skeptics into Believers” campaign for Fusion ProGlide gave sample razors to bloggers and
ran ads online and on TV showing men outside their homes given impromptu shaves with
the new razor.”"

* P&G’s Pepto-Bismol stomach remedy liquid was able to command a 60 percent price pre-
mium over private labels through a blend of product innovation (new cherry flavors) and
an engaging advertising campaign that broke copy-testing research records for the brand
(“Coverage” featuring a headset-wearing, pink-vested “Pepto Guy” fielding calls and offer-
ing humorous advice to gastrointestinally challenged callers).!

With the advent of the Internet, many critics predicted that customers’ ability to perform
extensive, assisted online searches would result in only low-cost providers surviving. In reality,
the advantages of creating strong brand differentiation have led to price premiums when brands
are sold online just as much as when sold offline. For example, although undersold by numerous
book and music sellers online, Amazon.com was able to maintain market leadership, eventually
forcing low-priced competitors such as Books.com and others out of business.>?

Product Costs. The second key to a successful value-pricing strategy is to lower costs as
much as possible. Meeting cost targets invariably requires finding additional cost savings through
productivity gains, outsourcing, material substitution (less expensive or less wasteful materials),
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Famous athletes

and celebrities—

such as NBA player
Tony Parker, WWE
wrestler John Cena,
and TV sportscaster
Erin Andrews—have
promoted Gillette’s
latest Fusion ProGlide
razor and its innovative
performance features.
Source: mZUMA Press/
Newscom
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product reformulations, and process changes like automation or other factory improvements.53
As one marketing executive once put it:

The customer is only going to pay you for what he perceives as real value-added. When
you look at your overhead, you’ve got to ask yourself if the customer is really willing
to pay for that. If the answer is no, you’ve got to figure out how to get rid of it or you're
not going to make money.54

To reduce its costs to achieve value pricing, Procter & Gamble cut overhead according to
four simple guidelines: change the work, do more with less, eliminate work, and reduce costs
that cannot be passed on to consumers. P&G simplified the distribution chain to make restock-
ing more efficient through continuous product replenishment. The company also scaled back its
product portfolio by eliminating 25 percent of its stock-keeping units.

Firms have to be able to develop business models and cost structures to support their pric-
ing plans. Taco Bell reduced operating costs enough to lower prices for many items on the menu
to under $1, sparking an industry-wide trend in fast foods. Unfortunately, many other fast food
chains found it difficult to lower their overhead costs enough or found that their value menu can-
nibalized more profitable items.>

Cost reductions certainly cannot sacrifice quality, effectiveness, or efficiency. Toyota and
Johnson & Johnson’s Tylenol both experienced brand crises due to product problems, which
analysts and even some of the management of the two firms attributed to overly zealous cost
reductions. When H&R Block cut costs as it moved into new areas outside tax preparation, cus-
tomer service suffered and customers began to complain about long wait times and rudeness.>®

Product Prices. The final key to a successful value-pricing strategy is to understand exactly
how much value consumers perceive in the brand and thus to what extent they will pay a premium
over product costs.”” A number of techniques are available to estimate these consumer value
perceptions. Perhaps the most straightforward approach is to directly ask consumers their percep-
tions of price and value in different ways.

The price suggested by estimating perceived value can often be a starting point for market-
ers in determining actual marketplace prices, adjusting by cost and competitive considerations
as necessary. For example, to halt a precipitous slide in market share for its flagship 9-Lives
brand, the pet products division of H. J. Heinz took a new tack in its pricing strategy. The
company found from research that consumers wanted to be able to buy cat food at the price of
“four cans for a dollar,” despite the fact that its cat food cost between 29 and 35 cents per can.
As a result, Heinz reshaped its product packaging and redesigned its manufacturing processes
to be able to hit the necessary cost, price, and margin targets. Despite lower prices, profits for
the brand doubled.
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Communicating Value. Combining these three components in the right way to create value is
crucial. Just delivering good value, however, is necessary but not sufficient for achieving pricing
success—consumers have to actually understand and appreciate the value of the brand. In many
cases, that value may be obvious—the product or service benefits are clear and comparisons with
competitors are easy. In other cases, however, value may not be obvious, and consumers may
too easily default to purchasing lower-priced competitors. Then marketers may need to engage
in marketing communications to help consumers better recognize the value. In some cases, the
solution may simply require straightforward communications that expand on the value equation
for the brand, such as stressing quality for price. In other cases, it may involve “framing” and
convincing consumers to think about their brand and product decisions differently.

For example, take a premium-priced brand such as Procter & Gamble’s Pantene. It faces
pressure from many competing brands, but especially private-label and store and discount brands
that may cost much less. In tough times, even small cost savings may matter to penny-pinching
consumers. Assume a bottle of Pantene cost a $1 more than its main competitors but could be
used for up to 100 shampoos. In that case, the price difference is really only one cent per sham-
poo. By framing the purchase decision in terms of cost per shampoo, P&G could then advertise,
“Isn’t it worth a penny more to get a better-looking head of hair?”

Price Segmentation. At the same time, different consumers may have different value percep-
tions and therefore could—and most likely should—receive different prices. Price segmentation
sets and adjusts prices for appropriate market segments. Apple has a three-tier pricing scheme
for iTunes downloads—a base price of 99 cents, but $1.29 for popular hits and 69 cents for
oldies-but-not-so-goodies.>® Starbucks similarly has raised the prices of some of its specialty
beverages while charging less for some basic drinks.>

In part because of wide adoption of the Internet, firms are increasingly employing yield
management principles or dynamic pricing, such as those adopted by airlines to vary their
prices for different market segments according to their different demand and value perceptions.
Here are several examples:

* Allstate Insurance embarked on a yield management pricing program, looking at drivers’
credit history, demographic profile, and other factors to better match automobile policy pre-
miums to customer risk profiles.*

* To better compete with scalpers and online ticket brokers such as StubHub, concert giant
Ticketmaster has begun to implement more efficient variable pricing schemes based on de-
mand that charge higher prices for the most sought-after tickets and lower prices for less-
desirable seats for sporting events and concerts.®!

* The San Francisco Giants now uses a software system that allows the team to look at differ-
ent variables such as current ticket sales, weather forecasts, and pitching matchups to deter-
mine whether it should adjust prices—right up until game day. The software allows the team
to take the price-tier strategy baseball has traditionally used and make it more dynamic.5?

* New start-up Village Vines offers a demand-management solution to restaurants that al-
lows them to effectively price discriminate by offering deal-prone customers the option
of making reservations for 30 percent off the entire bill on select (less desirable) days
and times.®

Everyday Low Pricing. Everyday low pricing (EDLP) has received increased attention as
a means of determining price discounts and promotions over time. EDLP avoids the sawtooth,
whiplash pattern of alternating price increases and decreases or discounts in favor of a more con-
sistent set of “everyday” base prices on products. In many cases, these EDLP prices are based on
the value-pricing considerations we’ve noted above.

The P&G Experience. 1In the early 1990s, Procter & Gamble made a well-publicized con-
version to EDLP.** By reducing list prices on half its brands and eliminating many temporary
discounts, P&G reported that it saved $175 million in 1991, or 10 percent of its previous year’s
profits. Advocates of EDLP argue that maintaining consistently low prices on major items every
day helps build brand loyalty, fend off private-label inroads, and reduce manufacturing and
inventory costs.®
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The San Francisco
Giants have used yield
pricing at their AT&T
Park home, basing prices
for any seat at any game
on a number of different
factors.

Source: Aurora Photos/
Alamy

Even strict adherents of EDLP, however, see the need for some types of price discounts over
time. When P&G encountered some difficulties in the late 1990s, it altered its value-pricing
strategy in some segments and reinstated selected price promotions. More recently, P&G has
adopted a more fluid pricing strategy in reaction to market conditions.®® Although P&G low-
ered prices in 2010 to try to gain market share in the depths of a severe recession, the company
actually raised some prices to offset rising commodity costs in 2011. Management felt confi-
dent about the strength of some of the firm’s popular premium-priced brands—such as Fusion
ProGlide, Crest 3-D products, and Old Spice body wash—where demand had actually even
exceeded supply.

As Chapter 6 will discuss, well-conceived, timely sales promotions can provide important
financial incentives to consumers and induce sales. As part of revenue-management systems or
yield-management systems, many firms have been using sophisticated models and software to
determine the optimal schedule for markdowns and discounts.®”

Reasons for Price Stability. Why then do firms seek greater price stability? Manufacturers
can be hurt by an overreliance on trade and consumer promotions and the resulting fluctuations
in prices for several reasons.

For example, although trade promotions are supposed to result in discounts on products
only for a certain length of time and in a certain geographic region, that is not always the case.
With forward buying, retailers order more product than they plan to sell during the promotional
period so that they can later obtain a bigger margin by selling the remaining goods at the regular
price after the promotional period has expired. With diverting, retailers pass along or sell the
discounted products to retailers outside the designated selling area.

From the manufacturer’s perspective, these retailer practices created production complica-
tions: factories had to run overtime because of excess demand during the promotion period but
had slack capacity when the promotion period ended, costing manufacturers millions. On the
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demand side, many marketers felt that the seesaw of high and low prices on products actually
trained consumers to wait until the brand was discounted or on special to buy it, thus eroding its
perceived value. Creating a brand association to “discount” or “don’t pay full price” diminished
brand equity.

Summary

To build brand equity, marketers must determine strategies for setting prices and adjusting them,
if at all, over the short and long run. Increasingly, these decisions will reflect consumer percep-
tions of value. Value pricing strikes a balance among product design, product costs, and product
prices. From a brand equity perspective, consumers must find the price of the brand appropriate
and fair given the benefits they feel they receive by the product and its relative advantages with
respect to competitive offerings, among other factors. Everyday low pricing is a complementary
pricing approach to determine the nature of price discounts and promotions over time that main-
tains consistently low, value-based prices on major items on a day-to-day basis.

There is always tension between lowering prices on the one hand and increasing consumer
perceptions of product quality on the other. Academic researchers Lehmann and Winer believe that
although marketers commonly use price reductions to improve perceived value, in reality discounts
are often a more expensive way to add value than brand-building marketing activities.®® Their ar-
gument is that the lost revenue from a lower margin on each item sold is often much greater than
the additional cost of value-added activities, primarily because many of these costs are fixed and
spread over all the units sold, as opposed to the per unit reductions that result from lower prices.

CHANNEL STRATEGY

The manner by which a product is sold or distributed can have a profound impact on the equity
and ultimate sales success of a brand. Marketing channels are defined as “sets of interdepen-
dent organizations involved in the process of making a product or service available for use or
consumption.”®® Channel strategy includes the design and management of intermediaries such
as wholesalers, distributors, brokers, and retailers. Let’s look at how channel strategy can con-
tribute to brand equity.””

Channel Design

A number of possible channel types and arrangements exist, broadly classified into direct and
indirect channels. Direct channels mean selling through personal contacts from the company to
prospective customers by mail, phone, electronic means, in-person visits, and so forth. Indirect
channels sell through third-party intermediaries such as agents or broker representatives, whole-
salers or distributors, and retailers or dealers.

Increasingly, winning channel strategies will be those that can develop “integrated shopping
experiences” that combine physical stores, Internet, phone, and catalogs. For example, consider
the wide variety of direct and indirect channels by which Nike sells its shoes, apparel, and equip-
ment products:71

* Branded Niketown stores: Over 500 Niketown stores, located in prime shopping avenues in
metropolitan centers around the globe, offer a complete range of Nike products and serve
as showcases for the latest styles. Each store consists of a number of individual shops or
pavilions that feature shoes, clothes, and equipment for a different sport (tennis, jogging,
biking, or water sports) or different lines within a sport (there might be three basketball
shops and two tennis shops). Each shop develops its own concepts with lights, music,
temperature, and multimedia displays. Nike is also experimenting with newer, smaller
stores that target specific customers and sports (a running-only store in Palo Alto, CA;
a soccer-only store in Manchester, England).

* NikeStore.com: Nike’s e-commerce site allows consumers to place Internet orders for a
range of products or to custom-design some products through NIKEiD, which surpassed
$100 million in sales in 2010.

* Outlet stores: Nike’s outlet stores feature discounted Nike merchandise.

* Retail: Nike products are sold in retail locations such as shoe stores, sporting goods stores,
department stores, and clothing stores.

199



200 PART IlIl e DESIGNING AND IMPLEMENTING BRAND MARKETING PROGRAMS

Nike uses a variety of
different channels

for different purposes.
Its Niketown stores have
been very useful as a
brand-building tool.
Source: AP Photo/Marcio
Jose Sanchez
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* Catalog retailers: Nike’s products appear in numerous shoe, sporting goods, and clothing
catalogs.

* Specialty stores: Nike equipment from product lines such as Nike Golf is often sold through
specialty stores such as golf pro shops.

Much research has considered the pros and cons of selling through various channels. Although
the decision ultimately depends on the relative profitability of the different options, some more
specific guidelines have been proposed. For example, one study for industrial products suggests
that direct channels may be preferable when product information needs are high, product cus-
tomization is high, product quality assurance is important, purchase lot size is important, and
logistics are important. On the other hand, this study also suggests that indirect channels may be
preferable when a broad assortment is essential, availability is critical, and after-sales service is
important. Exceptions to these generalities exist, especially depending on the market segments.72

From the viewpoint of consumer shopping and purchase behaviors, we can see channels as
blending three key factors: information, entertainment, and experiences.

* Consumers may learn about a brand and what it does and why it is different or special.

* Consumers may also be entertained by the means by which the channel permits shopping
and purchases.

* Consumers may be able to participate in and experience channel activities.

It is rare that a manufacturer will use only a single type of channel. More likely, the firm
will choose a hybrid channel design with multiple channel types.73 Marketers must manage
these channels carefully, as Tupperware found out.

TUPPERWARE

In the 1950s, Tupperware pioneered the plastic food-storage container business and the means by which
the containers were sold. With many mothers staying at home and growth in the suburbs exploding,
Tupperware parties with a local neighborhood host became a successful avenue for selling. Unfortunately,
with more women entering the workforce and heightened competition from brands such as Rubbermaid,
Tupperware sales closed out the twentieth century with a 15-year decline. Sales turned around only with
some new approaches to selling, including booths at shopping malls and a move to the Internet. The de-
cision to place products in all 1,148 Target stores, however, was a complete disaster. In-store selling was
difficult given the very different retail environment. Moreover, because the product was made more widely
available, interest in traditional in-home parties plummeted. Frustrated, many salespeople dropped out
and fewer new ones were recruited. Although the products were yanked from the stores, the damage was
done and profit plunged almost 50 percent. As one key distributor commented, “We just bit off more than
we could chew.”74
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Tupperware made a serious mistake revising its channel strategy to sell through Target.
Source: Justin Sullivan/Getty Images

The risk in designing a hybrid channel system is having too many channels (leading to
conflict among channel members or a lack of support), or too few channels (resulting in market
opportunities being overlooked). The goal is to maximize channel coverage and effectiveness
while minimizing channel cost and conflict.

Because marketers use both direct and indirect channels, let’s consider the brand equity im-
plications of the two major channel design types.

Indirect Channels

Indirect channels can consist of a number of different types of intermediaries, but we will con-
centrate on retailers. Retailers tend to have the most visible and direct contact with customers
and therefore have the greatest opportunity to affect brand equity. As we will outline in greater
detail in Chapter 7, consumers may have associations to any one retailer on the basis of product
assortment, pricing and credit policy, and quality of service, among other factors. Through the
products and brands they stock and the means by which they sell, retailers strive to create their
own brand equity by establishing awareness and strong, favorable, and unique associations.

At the same time, retailers can have a profound influence on the equity of the brands they
sell, especially in terms of the brand-related services they can support or help create. Moreover,
the interplay between a store’s image and the brand images of the products it sells is an impor-
tant one. Consumers make assumptions such as “this store only sells good-quality, high-value
merchandise, so this particular product must also be good quality and high value.”

Push and Pull Strategies. Besides the indirect avenue of image transfer, retailers can directly
affect the equity of the brands they sell. Their methods of stocking, displaying, and selling prod-
ucts can enhance or detract from brand equity, suggesting that manufacturers must take an active
role in helping retailers add value to their brands. A topic of great interest in recent years in that
regard is shopper marketing.

Though defined differently by different people, at its core shopper marketing emphasizes col-
laboration between manufacturers and retailers on in-store marketing like brand-building displays,
sampling promotions, and other in-store activities designed to capitalize on a retailer’s capabilities
and its customers. Vlasic is a brand that has ramped up its shopper marketing program.

VLASIC

Although many homes keep a jar of pickles in their refrigerator, too often it ends up in the back of a shelf,
where it is forgotten. When summer barbecue season rolls along, pickle consumption increases, although
still not as much as market leader Vlasic would like. Company research revealed that about 80 percent
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of pickles consumed in U.S. homes accompany a hamburger or other sandwich, but only 3 percent of all
sandwiches consumed are served with pickles. Compounding the consumption problem is a shopping
obstacle. Pickles typically are stocked in the center aisles of stores, where only about 20 percent of shop-
pers turn on any given trip, compared with the produce or deli aisles on the perimeter of the store, where
about 60 percent shop. Vlasic did have one advantage with which to work. Through the years, its iconic
brand character—a stork with a Groucho Marx look and personality—had become widely recognizable
from all its advertising appearances. For the 2011 summer selling season, Vlasic decided to pull all those
factors together to try something different in its marketing. In-store ad cutouts with the stork began to
appear in sections of the supermarket away from where pickles were stocked. In the meat section, for ex-
ample, an ad was placed that included a speech balloon near the stork’s beak proclaiming: “Pro tip: Serve
your burgers with a Vlasic pickle. Amateur tip: Don’t.” Similar type ads appeared near the hamburger buns
in the bread aisle and all through the cheese aisles. The ads also appeared on shopping carts and on vinyl
ads on the supermarket floor. To provide further marketing support outside the store, print ads for the
brand stating “Bring On the Bite” appeared in magazines and on Web sites.”>

S
Pro tip: Serve your burgers
with a Vlasic pickle.
Amateur tip: Don’t.
J

Vlasic’s concerted shopper marketing program paid off nicely in the marketplace.
Source: Pinnacle Foods Group LLC

Such collaborative efforts can spur greater sales of a brand. Yet, at the same time, much
conflict has also emerged in recent years between manufacturers and the retailers making up
their channels of distribution. Because of greater competition for shelf space among what many
retailers feel are increasingly undifferentiated brands, retailers have gained power and are now in
a better position to set the terms of trade with manufacturers. Increased power means that retail-
ers can command more frequent and lucrative trade promotions.

One way for manufacturers to regain some of their lost leverage is to create strong brands
through some of the brand-building tactics described in this book, for example, by selling innova-
tive and unique products—properly priced and advertised—that consumers demand. In this way,
consumers may ask or even pressure retailers to stock and promote manufacturers’ products.

By devoting marketing efforts to the end consumer, a manufacturer is said to employ a pull
strategy, since consumers use their buying power and influence on retailers to “pull” the prod-
uct through the channel. Alternative