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Volkswagen Sings a
New Song with iPod®

Client:
Volkswagen of America

Agency:
Arnold Worldwide, Boston

Campaign:
“Pods Unite”

Award:
Gold Effie®, Silver Reggie*

*The EFFIE® award is given for advertising effec-
tiveness, It is awarded by the New York American
Marketing Association. The REGGIE award is given
by the Promotion Marketing Association.

After reading this chapter, you will be able to:
I. Define advertising and explain its key components.

2. Discuss the roles and functions of advertising within society and
business.

3. Identify the key players and their roles in creating advertising.
4. Explain the different types of advertising.

5. Summarize the characteristics of effective advertising and explain
why it is always goal directed.

6. Analyze the changes affecting the advertising industry.

he good times roll for Volkswagen when its advertising, under

the guidance of the Boston-based agency Arnold Worldwide,

is winning awards. And Volkswagen’s advertising has been

on a hot streak since the mid-1990s, winning bookcases full
of prizes for advertising effectiveness, as well as for creativity.

Most recently, an award-winning promotion offered an Apple
iPod with the purchase of the New Beetle hardtop. The headline
capitalized on the design, functional, and technological similarities
between the iPod and the New Beetle, as a way of reminding peo-
ple about what makes the New Beetle special.

Here's how the campaign evolved.

By 2003 Volkswagen and its agency Arnold Worldwide real-
ized that the New Beetle was becoming old news since it was now
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five years old. New products like the Mini Cooper were stealing its position as
the “gotta have it” car. The successful launch of the new Beetle convertible ear-
lier in the year had also cannibalized sales of the hardiop New Beetle.

To make things even more difficult, auto sales in general were down, and
the marketplace was dominated by what Volkswagen saw as extravagant
financial incentives like 0% down and thousands of dollars in rebates. Many
manufacturers were sacrificing profits in order to gain, or simply maintain, mar-
ket share.

Volkswagen opted not to join the incentive-and-discount fray, which
would risk turning the most unique car on the road info a commodity. The mar-
keting challenge and the advertising agency’s objective, then, was to find a
way to make the New Beetle hardtop seem fresh and more of a value than the
competition.

So Arnold took a different path and found inspiration not in traditional auto-
motive marketing, but in the practices of other unique brands. When looking at
the Apple brand, for example, Arnold planners felt as though they were looking
in a mirror. Both Apple and Volkswagen were “underdog” brands with a focus
on leading design and technology. The consumers in VW'’s market, which it
calls “Drivers,” are active, confident, and independent people who love to
drive. Further research confirmed that Volkswagen’s “Drivers” love music and
are early adopters of emerging technology. Comparing them to Apple’s iPod
users, Arnold found that they were a perfect match in terms of their interests and
lifestyles.

By joining forces with Apple, VW capitalized on the obvious synergies
between the two brands. Arnold found a way to add more tangible value fo the
New Beetle by including an iPod and a custom car-connectivity kit with the pur-
chase of every New Beetle hardtop sold during the campaign. The headline of
the campaign read, “Pods Unite.”

The measurable objectives were to reach a sales goal of 5,200 units in two
months and document that each sale came through the New Beetle/iPod pro-
motion. Other measurable objectives included generating test drives at the deal-
erships by qualified customers who received a targeted direct-mail piece, and
attracting apple.com users to the promotion’s mini-Web site.

Source: Adapted from 2004 EFFIE Awards Brief for Volkswagen New Beetle + iPod: “Pods Unite” campaign. The brief was

pravided by Volkswagen of America and Armold Worldwide: Alison Overolt, “The *Pods Unite” Ad.” Fast Company (October
2003): 36.

VW is an example of advertising that has been highly effective over the years. To see why.
and to appreciate why the “Pods Unite” campaign was so successful, in this chapter we
will examine what advertising is, how it is defined, and how it works.

The chapter starts with a definition of advertising and an explanation of some of
advertising’s most basic concepts. Then it provides some basic information about the
roles and functions of advertising, the key players in advertising, and the various types of
advertising. Here at the beginning of the twenty-first century we find an emphasis in the
industry on advertising’s effectiveness, and that concept is also introduced in this chap-
ter. Finally, the chapter concludes with a review of advertising as a dynamic profession,
identifying changes today and tomorrow that may affect the way advertising is defined in
the future.



CHAPTER 1 »

WHAT IS ADVERTISING?

You have been reading. watching, listening, and looking at advertising since you were a
child. So it may seem a little silly to ask. “What is advertising?” An educated observer,
however, looks at advertising as something more than a sales message that occupies the
space in and around news stories, magazine features, and TV programs. In fact, it’s a com-
plex form of communication that operates with objectives and strategies leading to various
types of impact on consumer thoughts, feelings, and actions. In this book, we're interested
in great advertising and what principles and practices make it successful and effective.
Effectiveness is a theme in this book and that means we will focus our attention on ads that
create the consumer responses desired by the advertiser.

In a way, advertising is simple. It's about creating a message and sending it to some-
one, hoping they will react in a certain way. You've seen it all your life in the many thou-
sands of commercials you've watched on television and the ads you've read in magazines,
on billboards and the Internet, and in other places.

Advertising becomes controversial when questions arise about how it influences peo-
ple and whether that is a good thing. Some say they hate it and that it makes us do things
we don’t really want to do. Others see it as a fashion guide or as entertainment with good
jokes, great music, and fascinating images. We’ll examine some of these issues later in the
book, beginning with Chapter 3. But there is no doubt that advertising can be effective at
influencing people. Advertising has evolved as society has changed: It has had an effect on
society and at the same time society has had an effect on advertising.

Defining Modern Advertising
A standard definition of advertising has five basic components:

+ Advertising is a paid form of communication. although some forms of advertising,
such as public service announcements (PSAs), use donated space and time.

» Not only is the message paid for, but the sponsor is identified.

»  Most advertising tries to persuade or influence the consumer to do something,
although in some cases the point of the message is simply to inform consumers and
make them aware of the product or company. In other words, it is strategic communi-
cation driven by objectives, and these objectives can be measured to determine
whether the advertising was effective.

« Advertising reaches a large audience of potential consumers.

* The message is conveyed through many different kinds of mass media, which are
largely nonpersonal. What that means is that advertising isn’t directed to a specific
person, although this is changing with the introduction of the Internet and more inter-
active media.

A modern definition, then, would be: Advertising is paid persuasive communication
that uses nonpersonal mass media—as well as other forms of interactive communication—
to reach broad audiences to connect an identified sponsor with a target audience.

The Key Concepts of Advertising

In describing advertising we refer to four broad factors: strategy. creative idea, creative
execution, and creative media use. (Figure 1.1) All demand creative thinking from the
advertising professionals who are responsible for their development and implementation.
We'll refer to these dimensions often. and you will soon understand them as rich concepts
that serve as a foundation for the practice of advertising.

These are also the fundamental elements professionals use to analyze the effective-
ness of their advertising efforts. In other words, professionals critique the strategy, the
creative idea, the execution of their advertising ideas, and the way the message is delivered
through appropriate media.

Let's see more specifically what these four elements are.

* Advertising strategy. Strategy is the logic and planning behind the advertisement that
gives it direction and focus. Every effective ad implements a sound strategy. The
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Four Fundamental Elements
of Advertising

Strategy. the creative idea, the
advertising executions, and the
media must work together for an
ad to be truly effective.

Strategy

Effective ! Advertising

Creative Idea

Execution

Media

advertiser develops the ad to meet specific objectives, carefully directs it to a certain
audience, creates its message to speak to that audience’s most important concerns, and
runs it in media (print, broadcast, or the Internet, for instance) that will reach its audi-
ence most effectively.

* Creative idea. The creative concept is the ad’s central idea that grabs your attention
and sticks in your memory. The “Pods Unite” campaign for VW, for example, con-
nects two innovative products in a way that relates to the emotional connection
Volkswagen owners have with their cars. The word creative describes a critical aspect
of advertising that drives the entire field of advertising. Planning the strategy calls for
imaginative problem solving: The research efforts need to be creative, and the buying
and placing of ads in the media require creative thinking.

* Creative execution. Effective ads are well executed. That means that the details, the
photography, the writing. the acting, the setting, the printing, and the way the prod-
uct is depicted all reflect the highest production values available to the industry.
Advertising often sets the standard or establishes the cutting edge for printing, broad-
casting, and Internet design because clients demand the best production their budget
allows.

*  Creative media use. Every message has 1o be delivered somehow. Most advertisers use
media—communication channels that reach a broad audience, such as television, mag-
azines, or the Internet. Deciding how to deliver the message sometimes can be just as
creative as coming up with the big idea for the message, a point we’ll discuss more in
Part 3.

Good advertisers know that how you say something and where you say it is just as
important as what you say. What you say and where you say it comes from strategy,
whereas how you say it is a product of creativity and execution. Strategy, the creative idea,
its execution, and the media used all determine the effectiveness of an advertisement.

ROLES AND FUNCTIONS OF ADVERTISING

Over time, as the practice of advertising has evolved, it has played many different roles. It
started out as a way to identify the maker of goods and that continues to be an important
role today. As technology, such as the printing press, made it possible to reach a wider
audience, advertising became more focused on providing commercial information along
with identification of the product’s maker.

Because of the advances of industrialization, which made it possible to produce more
goods than the local market could absorb, advertising took on the role of creating demand
for a product, which was done through two techniques: hard-sell approaches that use rea-
sons to persuade consumers, and soft-sell approaches that build an image for a brand and
touch consumers’ emotions. An ad trumpeting a special reduced price on a tire is an exam-
ple of a hard-sell approach: the long-running Michelin ad campaign that shows a baby sit-
ting inside a tire is soft sell. (It’s selling the tires’ durability and reliability without saying
that specifically; rather it symbolizes reliability with an image that touches your emotions.)
In effect, these two approaches represent the art and science of advertising.
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These ads use unexpected visuals—a parody on a common package for a
soap detergent and a can of soup—to call attention to a special promotion on
CDs by Virgin Megastores. These ads were confributed by Chris Hutchinson, a
graduate of the advertising program at the University of Oregon and an art
director at Weiden + Kennedy in Portland, Oregon.

But as the proliferation of media made it more difficult for any one message to get peo-
ple’s attention, a need developed for more creative techniques that would make an impact.
such as the ads for Virgin Megastore. Creativity remains a key factor in evaluating the
impact of an advertising idea and is an important characteristic of successful advertising.

In the early 2000s, as the economy slowed down, marketers have become concerned
about accountability and the return they are getting on the money they invest in advertis-
ing. As a result, advertising professionals find themselves needing to prove that their work
is effective—that it delivers the results the marketer has specified for the advertising. This
intense emphasis on accountability is the reason that effectiveness is a key theme in this
book. Every chapter opens with a case that details an example of effective work and ends,
in It's a Wrap, with a discussion of the results of the work—in other words, how the adver-
tising professionals determined or proved that the work was, in fact, effective. In order to
better understand how advertising works, let’s consider the four roles advertising plays in
business and in society:

1. Marketing

2. Communication
3. Economic

. Societal
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Principle
A product can be services and
ideas, as well as goods.

The Marketing Role

The process a business uses to satisfy consumer needs and wants by providing goods and
services is called marketing. The marketing department or manager is responsible for
selling a company’s product, which can be goods (computers, refrigerators, soft drinks), a
service (restaurant, insurance, real estate), or an idea (support an organization, believe in
a candidate). Products are also identified in terms of their product category. By cate-
gory, we mean the classification to which the product is assigned—that is, Levi’s is in the
jeans category, Harley-Davidson is in the motorcycle category. The particular group of
consumers thought to be potential customers for the goods and services constitute the
target market.

The tools available to marketing include the product (the way it is designed, pack-
aged. and how it performs), its price, and the means used to distribute or deliver the
product to a place where the customer can buy it. Marketing also includes a method for
communicating this information to the consumer called marketing communication, or
promotion. These four tools—product, price, place (distribution), and promotion—are col-
lectively referred to as the marketing mix or the four Ps, and we will discuss them in more
detail in the next chapter. Advertising, of course, is one of the most important marketing
communication tools.

Marketing professionals are also involved with the development of a brand, which is
the distinctive identity of a particular product that distinguishes it from its competitors.
Colgate, for example, is one brand of toothpaste and Crest is another. They are produced
by different companies and compete directly against one another. The Matter of Practice
box explains how VW used brand-building advertising in support of its marketing program
for the New Beetle hardtop.

The Communication Role

Advertising is a form of mass communication. It transmits different types of market infor-
mation to connect buyers and sellers in the marketplace. It both informs and transforms the
product by creating an image that goes beyond straightforward facts. The broad term
marketing communication includes advertising, but it also includes a number of related
communication techniques used in marketing—such as sales promotion, public relations,
direct response, events and sponsorships, packaging, and personal selling. Table 1.1
summarizes the strengths of advertising.

The Economic Role

Advertising tends to flourish in societies that enjoy some level of economic abundance, in
which supply exceeds demand. In these societies, advertising moves from being primarily
informational to creating a demand for a particular brand.

AhBLe
1.1 Strengths of Advertising as a Marketing Technique

Strengths Examples

Can reach a mass audience A commercial on the Super Bowl reaches
150 million consumers.

Introduces products Windows 98 was simultaneously intro-
duced in multiple world markets.

Explains important changes MTN Cellular's ads explain changes in its
technology.

Reminds and reinforces Pepsi-Cola has been advertised continu-
ously over the last 50 years.

Persuades Nike campaigns have helped increase

sales by 300% during the last decade.




Driving on the Road of Life
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Given that Volkswagen is one of the greatest brands in the
history of marketing, it is hard to believe that it almost
went out of business in North America.

When Arnold Worldwide took over the Volkswagen
account in 1994, its research discovered that consumers
perceived the brand as unreliable and of poor quality.
Volkswagen'’s heritage as an affordable, well-engineered
car for people with a unique attitude toward life had got-
ten lost. Deep down, Arnold planners knew that if they
could tap into this heritage and deliver on Volkswagen’s
key strengths, the brand could be brought back to life.

The agency's research uncovered the affection that
Volkswagen loyalists continued to hold for the brand. It also
discovered there was a position in the marketplace between
overpriced European cars and the everyday driving experi-
ence offered by Asian and domestic competitors.

The agency’s breakthrough “Drivers Wanted” cam-
paign was launched in 1995-1996 and continues as the
umbrella theme for all Volkswagen advertising. This
award-winning theme captured the spirit of Volkswagen's
tribe of loyal drivers and effectively rebuilt demand for the
brand.

Arnold’s creative team brought the theme to life by
telling stories that were half about driving and half about
living—about energetic, young people actively driving
and experiencing their cars, feeling the road and every-
thing around them. It placed the reader or viewer inside
the car. And it placed the car in drivers’ lives. The cam-
paign all came together with the line “On the road of life,

there are passengers and there are drivers. Drivers
wanted.”

"Drivers wanted” is much more than a catchy phrase.
It carved out a place in the market that Volkswagen could
own; it defined a distinctive target audience. Demo-
graphically, its “Drivers” were younger, more educated,
and more affluent than average consumers. But most
importantly, they loved to drive. They were different and
proud of it. They were active participants in life. They were
Drivers.

After all, the “Drivers Wanted” theme reflects a spirit
rooted in Volkswagen’s DNA: fun-to-drive cars for active
people. And from the start, it resonated with the target
audience.

The campaign’s measurable objectives focused on
increasing sales, brand awareness, intention to purchase,
and the recall of its new advertising campaign. In effect, it
sought to establish a unique and memorable relationship
with a distinctive target audience.

The results? Sales turned around immediately and the
most important measures of the brand’s health—based on
the objectives of awareness, purchase consideration, and
ad recall—skyrocketed. Every measure of advertising
effectiveness continued to rise year after year. Today,
“Drivers wanted” is the most recognizable brand slogan in
the auto industry.

Source: Adapted from The 2003 EFFIE Awards Brief; provided by
Volkswagen of America and Amold Worldwide

If you seld your soul in the BOs,
here's your chance to buy it back.
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There are two points of view about the way advertising creates economic impact. In
the first. advertising is seen as a vehicle for helping consumers assess value, through price
as well as other information—such as quality, location, and reputation. Rather than dimin-
ishing the importance of price as a basis for comparison, advocates of this school view the
role of advertising as a means to objectively provide price-value information, thereby cre-
ating a more rational economy.

In the second perspective, advertising is seen as so persuasive that it decreases the
likelihood that a consumer will switch to an alternative product, regardless of the price
charged. In other words, by focusing on other positive attributes, the consumer makes a
decision on nonprice benefits—such as a psychological appeal. This is presumed to be the
way images and emotions can be used to influence consumer decisions.' Neither of these
perspectives on the role of advertising has been verified. It’s likely that advertising plays
both roles.

The Societal Role

Advertising also has a number of societal roles. It informs us about new and improved
products, helps us compare products and features, and generally keeps us informed about
innovations and issues. It mirrors fashion and design trends and adds to our aesthetic sense.
It has an educational role in that it teaches about new products and how to use them. It
helps us shape an image of ourselves by setting up role models that we can identify with,
and it gives us a way to express ourselves in terms of our personalities and sense of style
through the things we wear and use. There are both negative and positive dimensions to
these social roles, which we will discuss in more detail in Chapter 3.

The Functions of Advertising

Looking at advertising’s roles in society has given us the big picture, but now we need to
focus more closely on what an advertiser might expect to get from advertising—why, in
other words, it chooses to use advertising. From the advertiser’s perspective, advertising, in
general, performs seven basic functions:

* Builds awareness of products and brands

» Creates a brand image

= Provides product and brand information

+ Persuades people

* Provides incentives to take action

* Provides brand reminders

« Reinforces past purchases and brand experiences

Consider This

1. Do the four roles—marketing, communication, economic, and societal—
describe advertising as you see it?

2. Can you think of other roles advertising plays?

THE KEY PLAYERS

The advertising industry is complex because it has a number of different organizations
involved in making decisions and executing advertising plans. The accompanying Matter
of Principle box about the greatest television commercial ever shown introduces a number
of these key players and illustrates how they all make different contributions to the final
advertising. The players include the advertiser or client, the agency, the media, the sup-
plier, and the audience. They all have different perspectives and objectives and a great
advertisement is produced only when they come together as a team with a common vision.
Let’s look at each of these in turn.
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The Advertiser

Advertising begins with the advertiser. the person
or organization that uses advertising to send out a
message about its products. In the */984” story in
the matter of principle box. the Apple company was
the advertiser and Steve Jobs, the company’s CEO,

made the final decision to run the controversial @
commercial. The list in Table 1.2 shows the biggest
U.S. advertisers in terms of their categories.”

The advertiser initiates the advertising effort
by identifying a marketing problem that advertis-
ing can solve. The VW story is an example of how
an advertiser struggles to maintain its position in a
changing market, and also how its agency helps as
a partner in developing a communication strategy
to address the problem.

To better understand how that works, consider
how VW’s advertising evolved. Ask anyone who
grew up in the 1960s and they can provide a litany Think small.
of the legendary ads created by the Doyle Dane copyiac el oy g
Bernbach advertising agency for the original VW : v, A
Beetle affectionately known as “the Bug.” They " it - i @
fondly remember such lines as “Think Small,”
“Lemon,” “The Egg Car,” “Ugly is Only Skin

Deep.” “Mass Transit™ (a group of nuns in the bus), HER

and, on television, “How does the snow plow driver get to his snow plow?" With such a tra- The creative genius behind the
dition as an advertising leader, how does VW and its current agency continue this legacy of | early VW Beetle ads made the
success? In fact, VW went through some hard times and was almost ready to drop out of car an advertising icon. Ads

like this one are frequently
cited in lists of the greatest
advertising because they turned
automotive marketing upside

the U.S. market. That’s why the “Drivers Wanted” campaign was so important.

Biggest U.S. Advertisers in Terms of Categories down by advertising smallness
: When everyone else was
- Automotive advertising largeness.

. Retail

. Movies, media, and advertising

. Food, beverages, and confectionery

. Medicines and proprietary remedies

. Financial services

. Telecommunications

. Toiletries, cosmetics, and personal care
. Airline travel, hotels, and resorts

. Restaurants

. Direct-response companies

. Home furnishings, appliances, supplies
. Insurance and real estate

. Computers, software, Internet

. Government, politics, and organizations
. Apparel

. Beer, wine, and liquor

. Audio and video equipment and supplies
. Sporting goods, toys, and games

. Entertainment and events
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The Greatest Commercial Ever Made

The advertiser was Apple, the product was its new
Macintosh, and the client—the person handling the adver-
tising responsibility and making decisions—was Steve
Jobs, Apple's CEO and co-founder, who wanted “a
thunderclap” ad. The agency was California-based
Chiat/Day. The medium was felevision’s Super Bowl. The
supplier was legendary British film director Ridley Scott of
Alien and Blade Runner fame. The audience was the 96
million people watching Super Bowl XVIII that day in
January 1984, and the target audience was all those in the
audience who were trying to decide whether they should
buy a personal computer.

It's a basic principle in advertising: The combination
of the right product at the right time in the right place with
all the right people involved can create something magi-
cal—Jobs's thunderclap. In this case it also required a
cast of 200 and a budget of $200,000 for production
and $800,000 for the 60-second time slot. So it wasn't a
small effort.

The storyline was a takeoff on George Orwell’s
science-fiction novel about the sterile mind-controlled
world of 1984. An audience of mindless gray-skinned
drones (actually skinheads from the streets) watch a mas-
sive screen image of “Big Brother” spouting an ideological
diatribe. And then an athletic young woman in bright red
shorts runs in, chased by helmeted storm troopers, and
throws a large sledgehammer at the screen. The destruc-
tion of the image is followed by a burst of fresh air blow-
ing over the open-mouthed drones as they “see the light.”
In the last shot the announcer reads the only words in the
commercial as they appear on screen: “On January 24th,
Apple Computer will introduce Macintosh. And you'll see
why 1984 won't be like 1984.”

Was it an easy idea to sell fo the client?

First of all, some of the Apple executives who first saw
the commercial were terrified that it wouldn't work because
it didn't look like any commercial they had ever seen. After
viewing it, several board members put their heads down in
their hands. Another said, “Who would like fo move on fir-
ing Chiat/Day immediately2” Supposedly Apple’s other
founder, Steve Wozniak, took out his checkbook and told
Jobs, “I'll pay for half if you pay for the other half.” The
decision fo air the commercial finally came down to Jobs,
whose confidence in the Chiat/Day creative team gave
him the courage to run the ad.

Was it effective?

On January 24 long lines formed outside computer
stores carrying Apples, and the entire inventory sold out
in one day. The initial sales goal of 50,000 units was eas-
ily surpassed by the 72,000 units sold in the first 100
days and more would have been sold if Apple had been
able to keep up with the demand.

The 1984 commer-
cial is one of the most
talked about and most
remembered commer-
cials ever made—the
best of the decade, the
best 50 commercials
ever made, efc. Every
time there is a list of the
best commercials, it sits
at the top, and it contin-
ves fo receive accolades
into the twenty-first cen-
tury. If you haven't seen
it, then check it out on
apple-history.com  or
www.uriah.com/apple-qt/1984.html and decide for
yourself.

And remember, the commercial ran only once—
admittedly it was a very expensive spot on the television
program that has the highest viewership of the year, but it
was seen only once by its target audience.

But it did turn the Super Bowl from just another foot-
ball game into the advertising event of the year. What
added fo its impact was the hype before and after it ran.
People knew about the spot because of press coverage
prior to the game and they were watching for it. And post-
coverage of the game was as likely to talk about “1984"
as the football score. Advertising became news and
watching the commercial became an event. That's why
Advertising Age's critic Bob Garfield calls it “the greatest
TV commercial ever made.”

The debate continues about whether the “Big Brother”
character was designed to represent IBM. What do you

think?2

Consider This
O—-—.

1. Why is “1984" considered to be a great commercial?

2. Does this commercial fit the classic definition of adver-
tising? Identify and explain the elements in the commer-
cial that lead you to your conclusion.

Sources: Kevin Maney, “Apple’s '1984" Super Bowl Commercial Still Stands
as Watershed Event,” USA Today (January 28, 2004 3B; liane Hansen,
host, “Steve Hayden Discusses a 1984 Apple Ad Which Aired During the
Super Bowl," National Public Radio Weekend Edilion, February 1, 2004;
Cleveland Horton, “Apple’s bold '1984' Scores on All Fronls,” Adverlising
Age, (anuary 1, 1990) 12, 38; Bradley Johnson, “10 Years after ‘1981
The Commercial and the Product That Changed Advertising,” Adveriising
Age, (lune 1994) 1, 12-14; Curt's Media, "The 1984 Apple Commercial:
The Making of a legend,” htip:/ /www.isd.net/cmealone /cine/ 1984, himl
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WHEN THE ADVERTISER DOESN'T HAVE AN IN-HOUSE WHEN THE ADVERTISER HAS AN IN-HOUSE AGENCY
AGENCY

Advertising
Organization

Advertising
Organization

Internal Advertising
Department

Advertising
Department

l

In-House Agency
* Research/Planning
* Creative Development
* Media

* Production

External Agencies
* Full-Service Agency
* Media Specialists

= Creative Boutiques
* Vendors (freelance writers,
lighting specialists, etc.)

Qe

Sample Structures of the Advertising Process

The advertiser also makes the final decisions about the target audience and the size of
the advertising budget. This person or organization also approves the advertising plan,
which contains details outlining the message and media strategies.

Finally, the advertiser hires the advertising agency: in other words, the advertiser
becomes the agency's client. As the client. the advertiser is responsible for monitoring the
work and paying the bills for the agency’s work on its account. That use of the word
account is the reason agency people refer to the advertiser as “the account™ and the agency
person in charge of that advertiser’s business as “the account manager.”

The Advertising Agency

The second player in the advertising world 1s the advertising agency or department that
creates the advertising. Advertisers hire independent agencies to plan and implement part
or all of their advertising efforts as Chiat/Day did for Apple and the Arnold company did
for Volkswagen in the opening story. This working arrangement is known as the
agency—client partnership. The “/984" story demonstrates how important it is to cultivate
a strong sense of trust between these two partners.

In 2002-2003 ad agency gross income was $10.6 billion worldwide, according to
Advertising Age's annual agency report. The top three U.S. ad agencies were J. Walter
Thompson, Leo Burnett, and McCann-Erickson Worldwide. Japanese-based Dentsu. Inc.
is the largest agency in the world. Arnold Worldwide of Boston is the agency that produced
the most recent EFFIE-winning campaign work for VW it is ranked fourteenth among
U.S. agencies and had billings of $1.2 billion in 2003.

An advertiser uses an outside agency because it believes the agency will be more effi-
cient in creating an advertisement or a complete campaign than the advertiser would be on
its own. Successful agencies such as Arnold Worldwide typically have strategic and cre-
ative expertise, media knowledge, workforce talent, and the ability to negotiate good deals
for clients. The advertising people working for the agency are experts in their areas of spe-
cialization and passionate about advertising, as the Inside Story illustrates.

There are several ways advertisers organize to manage their advertising. Large advertis-
ers—either companies or organizations—participate in the advertising process either through
their in-house agencies or through their advertising departments, as we see in Figure 1.2.

The Advertising Department Most large businesses have advertising depart-
ments. Their primary responsibility is to act as a liaison between the marketing department
and the advertising agency (or agencies) and other vendors. Depending on the business, the
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Why Do | Love Advertising?

a Sonia Montes, Senior Account Executive, Leo Burnett/Lapiz

| always knew | wanted to be in the solve. Having analytical, writing, and presentation skills
ad business. As a child | filmed “commer- and the ability to reason through problems and think from
cials” with my parents’ video camera. other people’s point of view is a necessity. While this is
Throughout high school | admired Angela exciting, | always remember that someone else can do it
Bower (Who's the Boss) and thought better, which makes me work harder to stay competitive.
Amanda Woodward (Melrose Place) had the best life. In You need to thrive on stress and challenges to survive
college, | did well in my advertising classes and became advertising.
heavily involved with the American Advertising Federation
(AAF) student chapter. Although by graduation | should “It’s the Real Thing.”
have had an inclination of what to expect, | still had a very 9

So why do | stay in advertising? Well, I'm lucky. | work in

glamorized image of the ad business. No textbook or TV j : ; :
a creative environment with young, passionate, forward-

show could have prepared me for what | was about to

it thinking people. It's a challenging field that keeps me on

my toes daily. Above all, advertising is fun. I've learned

"Where’s the Beef?” that it's not surprising to be asked to wear a hot-pink wig

o or to see an art director stand on top of a table during

There are no 3-hourlong lunches in the ad business. At client meetings. While my co-workers’ hairstyles range

least not since I've been in the industry. Most days, I'm from Mohawks to shaved heads, many of us have one

lucky if | have a quick lunch at my desk . . . while I'm work- thing in common. We are die-hard advertising addicts,

ing. Long hours and late nights are practically an industry constantly blazing our way to a brighter tomorrow with
standard. | try to remind myself that most of my friends style and good company.

experience similar workdays in their business fields.

Senia graduated from Michigan State University in 2000 with a BA in ad-

“Think Different.” vertising. While of MSU, she was president of her student AAF chapter, the

O i 3 : . i
; S o largest chapter in the country at that time, and she was nomed one of the

One of the hardest ihmgs about bemg in the cdverrlslng 25 Most Promising Minority Students in Communications 2000 by the AAF
business is CICI'IJCIIIY dESCTibing to others what | do on a She began her career at FCB Chicage and has worked on such brands as
daily basis. Advertising is a dynamic, fast-paced environ- S. C. Johnson and Krah. She is currently a Senior Account Executive af
ment, so every day my job is different. There are always Ve Bt /lapte,
new ideas, new creative strategies, and new problems to Nominated by Professor Carie La Ferle, Michigan State University

involvement of the marketing department can vary tremendously from company to com-
pany. The individual in charge of the advertising department may carry a title such as
Director of Advertising or Advertising Manager. Typically, that person has extensive expe-
rience in all the facets of advertising. In fact, many have had jobs on the agency side, so
they may have worked with advertisers in various capacities and are familiar with their
operations.

As indicated, the task of the advertising manager and the staff is to facilitate the inter-
action between the company’s marketing department and the agencies. Many companies
may have hundreds of agencies working for them, although they normally have an agency-
of-record, which does most of their business and may even manage the other agencies.
Tasks performed by the advertising department include the following: It selects the agen-
cies; coordinates activities with vendors, such as media, production, photography, fulfill-
ment; makes sure the work gets done as scheduled; and determines whether the work has
achieved prescribed objectives.

The In-House Agency Companies that need closer control over their advertising
have their own in-house agencies. Large retailers, for example, find that doing their own
advertising provides cost savings as well as the ability to meet deadlines. Some fashion
companies, such as the Ralph Lauren company, also create their own advertising in house
in order to maintain complete control over the brand image and the fashion statement it
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\MBLe
1.3  Big Media

Company Revenue and Employees  Businesses

Time Warner $39.57 billion America Online, HBO, Time Inc., Turner Broadcasting,

New York 80,000 Time Warner Cable, Time Warner Books, Warner Bros.
Entertainment, Warner Music Group, New Line Cinema

Disney $27.06 billion ABC, ESPN, Disney Channel, ABC Radio, Radio Disney, ABC

Burbank, CA 112,000 News On-Demand (video), WDIG (wireless news), theme parks

(Walt Disney World and EPCOT, Disneyland, Disneyland in
Paris, Tokyo Disney), Walt Disney Studios including Touchstone
Pictures, Miramax, and Buena Vista

Viacom $26.59 billion CBS, MTV, Paramount Pictures, Paramount Television,

New York 122,770 Blockbuster, Simon & Schuster, Nickelodeon, Showtime,
Infinity Radio and Outdoor, Spelling Television, UPN, BET cable
and BET Jazz, Paramount Parks, and 19 TV stations

Comcast $18.35 billion Cable, broadband Internet, SportsNet, E! Entertainment

Philadelphia 59,000 Television, The Golf Channel, Style, Outdoor Life Network,
G4, CN8—The Comcast Network, Comcast SportsNet (Phila-
delphia and Mid-Atlantic), Philadelphia 76ers (NBA), Phila-
delphia Flyers (NHL), two Philadelphia indoor sports arenas

News Corp. $17.47 billion DirectTV, Fox, 20th Century Fox, HarperCollins, Fox News

Sydney, Australia 36,900 Channel, Fox Sports, XFX, Sky Television, Fox Television, The
Australian, New York Post, Times of London, Smartsource,
donna hay

Source: Adapied from “Big Entertainers,” Woll Sh ournal [February 12, 2004|: A8, Emily Nelson & Joe Flint, "Comeast’s Big Play for Mickey,” Wall

Street Journal (February 12 4. B1; htip:/ /www timewarner.com: hitp://www viacom.com; hiip:/ /www.newscorp.com

makes. An in-house agency performs most, and sometimes all. of the functions of an out-
side advertising agency.

The Media

The third player in the advertising world is the media. The media player is composed of
the channels of communication that carry the message from the advertiser to the audience,
and in the case of the Internet, it carries the response from the audience back to the adver-
tiser. (Note that media is plural when it refers to various channels, but singular—medium—
when it refers to only one form. such as newspaper.)

The development of mass media has been a central factor in the development of
advertising because mass media offers a way to reach a widespread audience.

We refer to these media as channels of communication or media vehicles but they are
also companies. such as your local newspaper or radio station. Some of these media con-
glomerates are huge, such as Time Warner and Viacom (see Table 1.3).

Each media vehicle (newspaper, radio or TV station, billboard company. etc.) has a
department in place that is responsible for selling ad space or time. Each medium tries to
assist advertisers in comparing the effectiveness of various media as they try to make the best
choice of media to use. Many of the media organizations will assist advertisers in the design
and production of advertisements. That's particularly true for local advertisers using local
media, such as a retailer preparing an advertisement for the local newspaper. Principle

The primary advantage of advertising’s use of mass media is that the costs for time in Mass media advertising can be
broadcast media, for space in print media, and for time and space in interactive and support  cost effective because the costs

media are spread over the tremendous number of people that these media reach. For exam-  are spread over the large number

ple, $2 million may sound like a lot of money for one Super Bowl ad, but when you con-  of pecple reached by the ad.

sider that the advertisers are reaching more than 500 million people. the cost is not so
extreme. So one of the big advantages of mass-media advertising is that it can reach a lot
of people with a single message in a very cost-efficient form.

A media sales representative typically meets the advertiser or the advertiser’s represen-
tative (probably an advertising agency) and tries to convince this person that the medium is a
good delivery vehicle for the advertiser’s message. For example, a marketing representative
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for media provider Qwest Dex (Yellow Pages directory) calls on hundreds of prospective
users of the Dex directory. The purpose of the visit is to describe the research supporting the
use of this medium as an advertising vehicle, discuss the various advertising designs, offer
assistance in designing an ad, and outline the conditions of buying space in the directory.

The Suppliers (Vendors)

The fourth player in the world of advertising is the group of service organizations that
assist advertisers, advertising agencies, and the media in creating and placing the ads: the
suppliers, or vendors. who provide specialized services. Members of this group include
artists, writers, photographers, directors, producers, printers, as well as self-employed free-
lancers and consultants, among others. In the */1984" story, the movie director Ridley Scotl
was a supplier in that Chiat/Day contracted with him to produce the commercial.

The array of suppliers mirrors the variety of tasks that it takes to put together an ad.
Other examples include freelance copywriters and graphic artists, photographers, song-
writers, printers, market researchers, direct-mail production houses, telemarketers, and
public relations consultants.

Why hire a vendor? For many reasons. The advertisers may not have expertise in
that area; they may be overloaded. or they may want a fresh perspective. Another reason to
rely on vendors is cost: Vendors™ services are often cheaper than the services of someone
in-house.

The Target Audience
All advertising strategy starts with the identification of the customer or prospective cus-
tomer—the desired audience for the advertising message.

The character of the target audience has a direct bearing on the overall advertising
strategy, especially the creative strategy and the media strategy. The task of learning about the
target audience is laborious and may take thousands of hours and millions of dollars to
accomplish. Fortunately, we now have data-gathering technology that not only reduces the time
and cost of doing the research but also improves the accuracy of information about customers,
This information is collected every time you buy products using a scanner, complete a warranty
target audience/guarantee card, join a book or CD club, or sign up for America Online.

Purchasers are not always the product users. In the case of cold cereal, for example,
parents may purchase the cereal but kids consume it and definitely influence the pur-
chase. Kellogg might actually have two target audiences for a children’s cereal and
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would, therefore, design one ad for the kids

target audience and another for the parents
target audience. It’s critical, then, that adver-
tisers recognize the various target audiences
they are talking to and know as much about
them as possible.

Interactive technology has created a new
world of targeting and ads can now be cus-
tomized to individual consumers to some
extent. This customization is growing and will
make it even more important to know the tar-
get audience and create ads that speak to indi-
vidual needs. When you go to the Web site
Amazon.com, for example, it can greet you

Husg if7 Db i1? Hug if? Drive in?

with a suggestion on a book or album that

might be of interest based on what you have
purchased in the past.

The Loyal Volkswagen Tribe Understanding the unique relationship Volkswagen
has with its owners was a key to the success of the “Drivers Wanted™ campaign. In taking
over the struggling account in 1994, Arnold’s planners went to work and uncovered an
interesting insight: There was a loyal tribe of Volkswagen owners who loved their vehicles,
even through the difficult years. These people were younger, more educated, and more
affluent than average automotive consumers. But most importantly, they loved to drive—
their cars were more than utilitarian objects designed to get from point A to point B. They
were active participants in the driving experience—they were Drivers!

In the “Pods Unite” campaign, this audience was tightened. Because of the need to
make an immediate impact on sales, the iPod “Drivers™ market was further defined as
those intending to purchase within the next three months. The creative and media strategies
were then designed to connect with these “in-the-market buyers™ who were actively con-
sidering a purchase and specifically targeted to those among the in-the-market buyers who
were interested in music and new technologies.

TYPES OF ADVERTISING

Advertising is complex because so many different advertisers try to reach so many differ-
ent types of audiences. Considering all these different advertising situations, we can iden-
tify seven major types of advertising.

« Brand. The most visible type of advertising is national consumer, or brand advertising.
Brand advertising. such as that for Volkswagen’s New Beetle, the Apple Macintosh,
or Polo focuses on the development of a long-term brand identity and image.

« Retail or Local Advertising. A great deal of advertising focuses on retailers or manu-
facturers that sell their merchandise in a certain geographical area. In the case of retail
advertising, the message announces facts about products that are available in nearby
stores. The objectives tend to focus on stimulating store traffic, and creating a distinc-
tive image for the retailer. Local advertising can refer to a retailer, such as T.J. Maxx, or
a manufacturer or distributor who offers products in a fairly restricted geographic area.

» Direct-Response Advertising. Direct-response advertising can use any advertising
medium, including direct mail, but the message is different from that of national and
retail advertising in that it tries to stimulate a sale directly. The consumer can respond
by telephone or mail, and the product is delivered directly to the consumer by mail or
some other carrier. Of particular importance in direct-response advertising has been
the evolution of the Internet as an advertising medium.

«  Business-to-Business Advertising. Business-to-business advertising (B2B) is sent from
one business to another. For example, it includes messages directed at companies dis-
tributing products, as well as industrial purchasers and professionals such as lawyers
and physicians. B2B is not directed at general consumers. Advertisers place most business
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Leather and suede are always tough to resist.
At these prices, you won't have to.

.. hurry in for best

Cool leather
Soft suede.

Hot savings. Hurry.

wh

Starts Sunday, August 8

7

you should go

Retailers sometimes advertise
nationally but much of their
advertising is fargeted to a
specific market, such as this
directmail piece for TJ. Maxx.

advertising in professional publications or journals. The ad for Interland is an example
of a typical business-to-business ad.

Institutional Advertising. Institutional advertising is also called corporate advertising.
These messages focus on establishing a corporate identity or winning the public over
to the organization’s point of view. Many of the tobacco companies are running ads
that focus on the positive things they are now doing, and the leukemia ads for
America’s Pharmaceutical Companies are also adopting that focus.

Nonprofit Advertising. Not-for-profit organizations, such as charities, foundations,
associations, hospitals, orchestras, museums, and religious institutions, advertise for
customers (hospitals, for example), members (the Sierra Club), and volunteers (the
Red Cross). as well as for donations and other forms of program participation.
Public Service Advertising. Public service announcements (PSAs) communicate a
message on behalf of some good cause, such as stopping drunk driving (for example,
messages from Mothers Against Drunk Driving) or preventing child abuse. These
advertisements are usually created by advertising professionals free of charge and the
media often donate the necessary space and time.

We see. then, that there isn’t just one kind of advertising. In fact, advertising is a large

and varied industry. Table 1.4 summarizes the types. roles. and functions of advertising
that we have just examined. All types of advertising demand creative, original messages
that are strategically sound and well executed. But most of all, they must be effective, so
let’s close our introduction to advertising with a more in-depth discussion of what we
mean by effectiveness.

shBLe

1.4 Advertising Types, Roles, and Functions: A Summary

Types Roles Functions

Brand Marketing Brand/product awareness
Retail/local Communication Brand image
Direct-response Economic Product/brand information
Business-to-business Societal Persuation

Institutional Incentives to take action
Nonprofit Reminder/reinforcement

Public service
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WHAT MAKES AN AD EFFECTIVE?

Great ads are effective ads and effective ads are ads that
work—they deliver the message the advertiser intended and
consumers respond as the advertiser hoped they would.
Ultimately, advertisers such as Volkswagen and Apple want
consumers to buy and keep buying their goods and services.
To get to that point, ads must first communicate a message
that motivates consumers to respond in some way.

What are the characteristics of effective ads that impact
on consumer response? To move consumers to action, they
must gain their attention, which was the purpose of the riv-
eting story in the “7/984” commercial. The ad must then
hold their interest long enough to convince consumers to
change their purchasing behavior and try the product, which
sometimes means switching brands, and then stick with the
product and buy it again. For a restaurant or car dealer, the
real measure of the advertisement's effectiveness is whether
the customers come back again. That depends upon their
satisfaction with the product, but it also is a function of the
power of the advertising to remind customers of the brand
and their positive feelings about it.

In general, an ad or campaign works if it creates an
impression for a product or brand, influences people to ;
respond in some way, and separates the product or brand =i
from the competition in the mind of the customer. Chapter 4
explains these effectiveness characteristics in more detail.

Initially, consumers may be interested in watching an

ad for its entertainment value, as happened with the “/984”

commercial. If the ad is sufficiently entertaining, they may
remember it. However, they may also learn that the ad
relates to a personal need and provides them with relevant
information about how to satisfy that need. The ad may also offer enough incentive for
consumers to risk change because it shows how to satisty their needs without worrying
about unexpected consequences, such as dissatisfaction with the product. Further, ads may
reinforce product decisions and remind customers of how their needs have been satisfied.
These are all different types of effects that an advertising message can achieve and there-
fore they can be seen as characteristics of effective advertising.

The Important Role of Objectives

The one characteristic that is most important in terms of effectiveness is the idea that
advertising is purposeful; it is created to have some effect, some impact on the people who
read or see the message. Determining effectiveness, in other words, depends on setting a
goal in terms of the impact advertisers hope to create in the minds of the people who read,
view, or listen to the ads. We refer to this as advertising’s effects, the idea being that effec-
tive advertising messages will achieve the advertiser’s desired impact on the target audi-
ence. The desired impact is formally stated as an objective, which is the measurable goal
or result that the advertising is intended to achieve. The advertising works if it achieves
that objective.

Ads and their goals work on two levels. First, they satisfy consumers’ objectives by
engaging them with a relevant message that catches their attention, speaks to their inter-
ests, and remains in their memories. And second, from the company’s perspective, the ads
achieve the company’s marketing objectives. which are usually related to growth and sales
and contribute to the success of the business. Also, the advertising achieves its own objec-
tives, which are creating the communication effects in terms of the consumer responses
that support the marketing objectives.

This institutional ad for a trade
association uses a hearttugging
visual and copy to show
consumers the value of the
organization’s activities:
producing pharmaceutical

drugs that help save lives.

Principle

When an ad “works,” that means
it delivers specific results that meet
its stated objectives.







