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Marketing, First Canadian Edition—
An integrated, practical approach
We are proud to say that our book integrates the Canadian Marketing Association’s defi nition 
of marketing. It takes a value-based perspective and emphasizes the process of creating, 
communicating, and delivering value to customers, as well as managing relationships in ways 
that benefi t both the organization and its stakeholders. 

One of the challenges in teaching marketing is that textbooks tend to “chunk” learning by 
chapter content. While that approach helps students understand the theory related to marketing 
research, consumer behaviour, or global marketing, it doesn’t always allow them to understand 
the big picture—how all aspects of marketing fi t together. We want students to see marketing as 
an integrated process. To illustrate this, we follow two brands extensively throughout the book—
BlackBerry and Dove—from research and product design to pricing and integrated marketing 
communications. To a lesser extent, we return to other Canadian examples such as Fairmont 
Hotels and WestJet to show their marketing efforts in a broader context.  

A unique perspective that sets this book apart from others is its focus not just on what 
marketing is, but also on how and why it’s done. Content is woven together to ensure that students 
develop a deep understanding of marketing principles and can apply them to solve marketing 
challenges, make sound decisions, and formulate strategies. Examples are carried throughout 
chapters. Inset boxes provide detailed illustrations of ethics, adding value, Internet marketing, as 
well as entrepreneurial and small business marketing. Student feedback that told our approach 
“helped to demonstrate the concepts in real scenarios in the business world.” The pedagogy 
developed in the text is also carried through the Online Learning Centre, which provides Interactive 
Toolkit Exercises, Videos, Interactive Quizzes, and several other learning supplements. 

Our book was tested in classrooms at Wilfrid Laurier University to gauge students’ 
assessments of how well it helped them learn and apply marketing principles. Similarly, more 
than a dozen students from the University of Ottawa and Carleton University who had recently 
completed a marketing principles course compared our book to the book used in their course. 
Feedback from over 700 students told us the book was “very easy to read and understand.” 
One student wrote, “This would have to be my favourite text I’ve read in university.  I found all 
the examples and concepts to be so interesting and I truly looked forward to reading the text.  
I’ve learned a lot through reading this text and it has made me question whether a career in 
marketing would be benefi cial to me rather than accounting.” Others commented that they 
“enjoyed the cases and examples because they were current and applicable.” Several students 
remarked that the smooth fl ow from theory to example made it extremely easy for them to 
digest the material without frustration. 

Feedback from instructors who used the text was also very favourable. One professor wrote, “I 
really like the text. I like the writing style for a university student. I like the examples. I especially like 
the PowerPoint support.  I think it is the fi rst time I haven’t had to really change much in my prep.” 

We’re sure you too will fi nd that Marketing, First Canadian Edition, truly uses an integrated, 
practical approach.
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what is marketing?
The function of marketing is multi-faceted, 
but its fundamental purpose is to create 
value. Consider these examples:

Not too long ago water was simply one of the most 
basic natural elements. It came out of a faucet in your 
home and was consumed for the purposes of drinking, 
washing, etc. Taking a cue from European fi rms like 
Perrier in France and San Pellegrino in Italy, fi rms such as 
Aberfoyle Springs, Clearly Canadian, Canadian Springs, 
and Montclair have created new products that customers 
fi nd valuable by bottling water in attractive and easy-
to-carry packages. Today, bottled water is a $35-billion 
worldwide industry with global consumption topping 
154 billion litres, up 57 percent from fi ve years earlier.

why do people buy roughed-up jeans for well over a hundred dollars when they 
could buy wrangler jeans at wal-Mart for under twenty? The answer lies in marketing 
brand value: Brands such as Diesel and Seven for All Mankind have created a cache 
for their brands with edgy advertising and innovative washes and styles. When 
trendsetters start to wear these brands, others follow. 

regardless of your age, your gender, or the city in which you live, you already know 
something about marketing. You have been an involved consumer in the marketing 
process since childhood when, for example, you accompanied your mother or father 
to the grocery store and asked to buy a particular brand of cereal because you saw a 
friend eating it or heard about it on television. The prize inside the box of cereal was 
of value to you as a child; the nutritional information offered on the box panel was of 
value to your mother or father. Once you begin to explore the many ways in which 
companies and brands create value for their customers through marketing, you will 
also begin to appreciate the complex set of decisions and activities that are necessary 
to provide you with the products and services you use every day. 

xx
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preface
The prevalence and power of the Internet has created a marketplace of more informed and savvy customers 

than ever before. Those who teach the marketers of the future need to account for the consumer’s ability to 

assess the marketplace at their fi ngertips and discern good value from poor value. Marketing, First Canadian 

Edition, is all about the core concepts and tools that help marketers create value for customers. Throughout this 

book you will fi nd many examples that defi ne how companies create value for customers through branding, 

packaging, pricing, retailing, service, and advertising. We introduce the concept of value in Chapter 1 and carry 

it through the entire text.

• The first  section  of the text contains four 
chapters and the central theme of the section 
is “Assessing the Marketplace.” Following an 
introduction to marketing in Chapter 1, Chapter 
2 then focuses on how a firm develops a market-
ing plan. A central theme of the chapter is how 
firms can effectively create, capture, deliver, and 
communicate value to their customers. Chapter 
3 focuses attention on Marketing Ethics and 
Socially Responsible Marketing. An ethical deci-
sion framework is developed and presented, and 
the key ethical concepts are linked back to the 
marketing plan introduced in Chapter 2. Finally, 
Chapter 4 and presented in the Appendix at 
the end of the text. (Analyzing the Marketing 
Environment) focuses on how marketers can 
systematically uncover and evaluate opportuni-
ties. Key elements of scenario planning are intro-
duced and presented to demonstrate how to ana-
lyze and capitalize on opportunities presented.

• The second section  of the book deals 
with “Understanding the Marketplace” and 
is composed of three chapters. Chapter 5 on 
Marketing Research and Information Systems 
identifies the various tools and techniques 
that marketers use to uncover these needs and 
ensure that they create goods and services that 
provide value to their target markets. Chapter 
6, Consumer Behaviour, focuses on all aspects 
of understanding why consumers purchase 
products and services. The consumer decision 
process is highlighted. Chapter 7, Business-to-
Business Marketing, focuses on all aspects per-
taining to why and how business-to-business 
buying takes place. 

S E C T I O N  O N E
Assessing the Marketplace

ChaPTEr 1  Overview of Marketing
ChaPTEr 2  Developing Marketing 

Strategies
ChaPTEr 3  Ethics and Socially 

Responsible Marketing
ChaPTEr 4  Analyzing the Marketing 

Environment

S E C T I O N  T W O
Understanding the Marketplace

ChaPTEr 5  Marketing Research and 
Information Systems

ChaPTEr 6 Consumer Behaviour
ChaPTEr 7  Business-to-Business 

Marketing

xxi
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• The third section  of the book deals with 
“Targeting the Marketplace.” Chapter 8 focuses 
on Segmentation, Targeting, and Positioning. 
In this chapter, we focus on how firms segment 
the marketplace, pick a target market, and then 
position their good/service in line with their 
customers’ needs and wants. 

• Marketing, First Canadian Edition, devotes 
three chapters to value Creation . The first two, 
Chapter 9, “Product, Branding, and Packaging 
Decisions,” and Chapter 10, “Developing New 
Products” cover the development and manage-
ment of products and brands. While many of the 
concepts involved in developing and managing 
services are similar to those of physical brands, 
Chapter 11, “Services: The Intangible Product” 
addresses the unique challenges of the market-
ing of services.

• Pricing is the activity within a firm responsible 
for Transacting value  by bringing in money 
and affecting revenues. Chapter 12 examines 
the importance of setting the right price, the 
relationship between price and quantity sold, 
break-even analysis, the impact of price wars, 
and how the Internet has changed the way peo-
ple shop. 

• One important reason why Wal-Mart has 
become the world’s largest retailer is their value 
delivery  system. They time the delivery of 
merchandise to get to stores just in time to meet 
customer demand. To achieve this, they have 
initiated many innovative programs with their 
vendors and developed sophisticated transporta-
tion and warehousing systems. Marketing, First 
Canadian Edition, devotes two chapters to value 
delivery. Chapter 13 takes a look at marketing 
channels, distribution strategy, and supply chain, 
while Chapter 14 concentrates on retailing.S E C T I O N  F O U R

Value Creation

ChaPTEr 9  Product, Branding, and 
Packaging Decisions

ChaPTEr 10  Developing New Products
ChaPTEr 11  Services: The Intangible 

Product

S E C T I O N  F I V E
Transacting Value

ChaPTEr 12  Pricing Concepts 
and Strategies: 
Establishing Value

S E C T I O N  S I X
Value Delivery: 
Designing the Marketing 
Channel and Supply Chain

ChaPTEr 13  Marketing Channels: 
Distribution Strategy

ChaPTEr 14  Retailing

S E C T I O N  T H R E E
Targeting the Marketplace

ChaPTEr 8  Segmentation, Targeting, 
and Positioning

xxii
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• Today’s methods of value Communication 
are more complex because of new technologies 
that add e-mail, Blogs, Internet, and Podcasts to 
the advertising mix that once only utilized radio 
and television to relay messages to consumers. 
Marketing, First Canadian Edition, devotes two 
chapters to value communication. Chapter 15 
introduces the breadth of integrated marketing 
communications. Chapter 16 is devoted to adver-
tising, sales promotions, and personal selling.

• Most firms are involved in Global Marketing 
at some level. In less than 10 years, Lululemon 
has been transformed into a global company 
and a great Canadian success story in the ath-
letic and sportswear industry. But even small 
entrepreneurial firms are also involved because 
they get their materials, products, or services 
from firms located in other countries. Chapter 
17 is devoted exclusively to this topic.

S E C T I O N  S E V E N
Value Communication

ChaPTEr 15  Integrated Marketing 
Communications

ChaPTEr 16  Advertising, Sales Promotions 
and Personal Selling

S E C T I O N  E I G H T : 
Marketing in the 
Global Environment

ChaPTEr 17  Global Marketing

 

Overview of Marketing Chapter One 
15

THIRD PASS

lenge for fi rms is to fi nd out what consumers are looking for and attempt to provide 

those goods and services but still make a profi t. 
Every value-based marketing fi rm must implement its strategy according to what 

its customers value. Depending on the specifi c product or service for sale, these valu-

able benefi ts could include speed, convenience, size, accuracy, price, cost-savings, or 

user-friendliness. Sometimes providing greater value means providing a lot of mer-

chandise for relatively little money, such as a Whopper for 99¢ at Burger King or a 

diamond for 40 percent off the suggested retail price at Costco. But value is in the 

eye of the beholder and doesn’t always come cheap. Satisfi ed Lexus buyers probably 

believe their car is a good value because they have received a lot of benefi ts for a rea-

sonable price. Similarly, teenagers may be willing to pay a premium for Apple’s iPod 

because of its extraordinary design and packaging, even though cheaper substitutes 

are available. This is the power of marketing in general and branding in particular. 

The bottled water story in Adding Value 1.1 shows how marketers add value for 

consumers to a rather ordinary product like water. The story of ImaSight’s technol-

ogy described in Entrepreneurial Marketing 1.1 on page 19 illustrates other aspects 

of value beyond just monetary cost and price.

Creating value isn’t always about offering low prices. Take 

bottled water for example. Is bottled water better than 

tap water in Canada? Some bottled water begins the 

same place as the water that comes from your tap and 

on its label you may see its origin listed as “public source.” 

Canadians are divided on the merits of tap water versus 

bottled water but it hasn’t stopped us from consuming 

more bottled water than ever. Global consumption of 

bottled water tops 154 billion litres (41 billion gallons), up 

57 percent from the 98 billion litres consumed five years 

earlier. In 2006, almost 3 out of 10 households drank pre-

dominantly bottled water whether they had a private or 

municipal water source. This boom in consumption has 

moved the product beyond niche markets and into the 

mainstream. Bottled water has become a basic staple to 

many Canadians. Adding value to a commodity and charging consum-

ers a premium for a product they can get for free from 

their taps requires an exceptional strategy—and that is 

precisely what Voss has done—successfully! VOSS Arte-

sian Water, which competes in the super premium market, 

derives its product from underground aquifers shielded 

for centuries from pollutants by layers of rock and ice. 

With prices of over $15 for an 800-mL glass bottle, its value 

proposition is built on more than just a pristine product. 

VOSS founders, Ole Christian Sandberg and Christopher 

Harlem, knew that their packaging would also need to 

reflect the purity of the water source, to define and differ-

entiate their brand. They enlisted the help of Neil Kraft, a 

former Calvin Klein creative director, who noted that while 

premium bottled water was purchased to reflect one’s 

style, taste, and sophistication, the bottles on the market 

were unsophisticated and lacked style. Taking inspiration 

from the fragrance industry, a unique cylindrical glass 

bottle was chosen. The brand name, set in lowercase type, 

was silk-screened in grey directly on the bottle so as not 

to obscure the purity of its contents. Even the cap, in silver 

plastic, the same diameter as the bottle, was unique.
The last part of the company’s value added strategy 

involved limiting distribution exclusively to upscale estab-

lishments: fine restaurants, hotels, clubs, and spas, first 

in Europe and eventually in North America. VOSS quickly 

gained popularity helped along by its trendy bottle being 

seen in the hands of worldwide celebrities. Apparently, 

Madonna took a liking to it. On the other hand, NAYA 

successfully targets ordinary consumers with its simple 

message of source of well being.12 Although VOSS and 

NAYA both sell water, they add value to different customer 

segments in different ways.

Bottled Water: Commodity or Super Premium?11

1.1
Adding Value 

A differentiation strategy that revolves around stunning cylindrical glass bottles and exclusive distribution helped VOSS Artesian Water develop a trendy image and significant market share in the super premium market. Meanwhile, Naya targets mainstream consumers using a simple message based on health and well-being.

xxiii

Adding Value The value theme is inte-
grated throughout the text 

in the adding value  boxes that occur in 
each chapter. These features illustrate how 
firms find ultimate success by adding value 
to their products and services.
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Features inside Marketing, 
First Canadian Edition 
In addition to our emphasis on value in Marketing, First Canadian Edition, you will also 
fi nd integrated and highlighted coverage of ethics, entrepreneurship, Internet marketing, 
services, and globalization within the framework of the marketing discipline:

• Marketing, First Canadian Edition, contains an 
entire chapter on Marketing Ethics. Placed 
early in the text (Chapter 3), it provides rich illus-
trations of corporate responsibility, and intro-
duces an ethical decision-making framework 
that is useful for assessing potential ethically 
troubling situations that are posed throughout 
the rest of the book. It therefore sets the tone for 
ethical material in each subsequent chapter. 

In addition, Chapters 2 to 17 each 
contain an Ethical dilemma 

box with a compelling ethical discussion 
and end of chapter discussion questions that 
force students to consider and evaluate each 
situation.

• Entrepreneurship. An entrepreneurial 
spirit pervades most marketing innovations and 
is necessary to keep firms growing and healthy. 
Marketing, First Canadian Edition, nurtures that 
entrepreneurial spirit by providing examples 
of young entrepreneurial firms and successful 
entrepreneurs such as Lululemon, Kicking Horse 
Coffee, Kettleman’s Bagels, and more. 

And each chapter contains an 
Entrepreneurial Marketing 

box that depicts recognizable and interesting 
young entrepreneurial firms.

• Internet Marketing boxes 
further explore the growing use 

of the Internet as a distribution channel as well 
as a marketing tool. 

For example, Chapter 6 includes a discussion of 
Canada’s Expedia.ca as an example of presenting 
alternatives for travel, 
by allowing for choices 
such as by price, inter-
est, date, hotel, and 
packages, and is a major 
player on the competi-
tive market today. 

Ethical 
Dilemma 

Entrepreneurial 
Marketing 

Internet Marketing 

xxiv

Not long ago, Lululemon, Canada’s newest fashion outlet 

for Yoga-inspired men’s and women’s athletic wear ran a 

promotion publicizing the opening of their new Kingston, 

Ontario store.22 The first 30 customers to enter their store 

clad only in their underwear were offered a free top and 

bottom. Girls planned to enter the store in their under-

pants, hide their breasts with their hands and sprint to 

the nearest clothing rack. Some hoped to wear their bras 

as well. Only minutes before the opening, the girls were 

told that bras were a no-go and they could not cover their 

breasts with their hands, all the while the cameras rolled, 

even following the girls while they tried on the clothes. 

When the girls asked them to back away, camera opera-

tors backed away but still kept on taking pictures. A simi-

lar event like this was held in Vancouver earlier. According 

to a Lululemon spokesperson, “this was an event of choice 

and the people who participated chose to have some fun 

and went home with a free Lululemon outfit. Everyone 

was very happy with the results of the event.” Interest-

ingly, Lululemon’s Yoga-inspired brand promises women a 

lifestyle of fun, health, balance, and even empowerment. 

Is this empowerment or objectification of women? Were 

the girls exploited because they were photographed 

naked? Because the girls were told in advance of the 

nature of the promotion (although it seems not to the full 

extent), does it make it ethically acceptable?  

Lululemon: Bare It All, Even If You Don’t Want To!
Ethical 

Dilemma 
2.1

Legend has it that the Kicking Horse Pass was one of the final hurdles in the development of the railway linking British Columbia to the rest of Canada. It is from this leg-endary pass that Kicking Horse Coffee derived its name. The company was started in 1996 by Elana Rosenfeld and Leo Johnson, two Torontonians who love the outdoors. It is their love for the outdoors that led them to the small but scenic town of Invermere, British Columbia, where Kicking Horse Coffee is located. Kicking Horse Coffee is nestled in the heart of the Canadian Rockies, some 150 km west from the world famous mountain town of Banff and 877 km east of Vancouver. 
The couple’s initial plan was to produce and distribute organic coffee. Kicking Horse Coffee offers a 21-flavour portfolio of the very best organic, Fair Trade coffee in Canada that is roasted and blended at 914 metres above sea level. Currently, the company sells over 20,000 kilos of coffee per week to grocery stores and restaurants in Canada, the U.S., and Holland, employs 15 people, owns a 20,000-square foot office and roasting facility, and projects annual revenues of close to $10 million. Kicking Horse Coffee even climbed to number 1 nation-ally in grocery-store sales of super-pre-mium coffee—ahead of even the mighty Starbucks and Timothy’s World Coffee. Did Elana Rosenfeld and Leo Johnson plan for this growth? Hardly! Flashback to 1996, when Elana wrote, “if we can sell 350 pounds per week, we are laughing”. Their phenomenal sales were beyond their wildest imagination and they were unable to meet the unexpected strong demand for their coffee. Could they have been the victim of their own success by not being able to meet demand as a reli-able supplier? 

Elana Rosenfeld admitted that ini-tially they did not adopt formal business planning but relied on an on-the-fly sort of approach. They only adopted formal 

business planning after realizing that they were unable to satisfy the skyrocketing demand for their coffee—demand surged by more than 229 percent within a three-year period! The couple was so engrossed with trying to fill increasing orders that they had no time to think about planning although they realized that they had to plan if they were going to scale their company to keep up with booming sales. It was time to get serious about planning. Luckily, in late 2005, the Business Development Bank of Canada awarded Kicking Horse $5,000 worth of consult-ing, which Rosenfeld says was “invaluable, absolutely necessary” advice on planning. They developed detailed sales forecasts and projected future capital needs using a more systematic approach to anticipate space, people, and equipment requirements. They hired two experi-enced managers to bring more structure to production and have become more disciplined in choosing which opportunities to pursue. They also found a balance that allows the company to grow fast, but not so fast that the co-founders must break their “never any overtime” pledge to themselves and their dozen staff. “In our tenth year in business,” says Rosenfeld, “we’re slowly coming out of our infancy.” She noted that although clients such as Safeway, Loblaw, and Provigo still can’t get as much Kick Ass Coffee as they could sell, production is ramping up and they are starting to close the gap between supply and demand.
Rosenfeld points to two key benefits from her planning mindset: it has made day-to-day operations smoother and freed up more time for the co-founders to set the overall direction. “Part of planning is articulating who you are and what you believe in so you can stay on the path,” she says. This has helped them resist retailers who’ve urged them to sell bulk ground coffee, which would compromise quality because ground coffee quickly goes stale when exposed to the air.

Kicking Horse Coffee—Kicking Ass!36
2.1

Entrepreneurial 
Marketing 

Kicking Horse Coffee offers 21 flavours of organic coffee.

To illustrate how we evaluate alternatives in a buying 
decision, consider Expedia.ca, Canada’s leading full-serv-
ice online travel agency. Expedia.ca is a subsidiary of 
U.S.-based Expedia.com, the world’s leading online travel 
service and the fourth-largest travel agency in the United 
States. Expedia.ca is well aware that Canadian travellers 
have high expectations in the competitive world of travel. 
Expedia’s website (www.expedia.ca) makes alternative 
evaluation easy through a variety of innovations. It allows 
customers to plan their travel by date, by price, by interest, 
or by activity. Travellers can book flights, hotel accommo-
dations, car rentals, cruises, and vacation packages with 
the click of a mouse. The site also offers travel tools, such 
as travel alerts, flight status checks, seat selectors, air-
port information, currency converters, driving directions, 
weather reports, and passport information. 

Consumers can use Expedia to narrow their search 
from a universal set—all airlines—to their evoked set—
say, only Air Canada, WestJet, and American Airlines. They 
can also search according to determinant attributes, 
such as the lowest price or shortest flight. Some flyers 
use a noncompensatory decision rule; they will only fly 
Air Canada for international flights, no matter what the 
alternatives are, because they are members of the airline’s 
frequent flyer program or prefer to support a Canadian 
airline. Others will use a compensatory decision rule, so 
they will fly WestJet from Ottawa to Calgary, depending 
on which airline has the best combination of the low-
est price, shortest flight, and minimum number of stops. 
Finally, some travellers choose an airline on the basis of 
key product signals, such as legroom, number of in-flight 
movie options, or quality of the food.

Evaluating Travel Alternatives with Expedia146.1Internet Marketing 

Expedia makes every travel customer their own travel agent.
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Reinforcing learning 
learning Objectives

Listed at the beginning of each chapter, learning 
Objectives show students the main concepts 
discussed inside. These Learning Objectives are 
then presented in the margins throughout the 
chapter when they are introduced. At the end of 
each chapter, the Learning Objectives are then 
revisited and reviewed, reinforcing for students 
the key sections in the chapter, and allowing 
them to follow their own progress to know 
where they need help.

xxv
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When it comes to bread, do you buy the store brand loaf, Wonderbread, 
Country Harvest, or an ACE Bakery baguette? Each appeals to a different 
set of consumer preferences and beliefs about pricing. Is it better to spend 
the extra money to get a better product? Or should you save your money 

because all brands are basically the same? Is ACE Bakery’s bread really that much better? Do 
you really get what you pay for? 

These different philosophies about price reflect the concept of value. Toronto’s ACE Bakery 
was started by Lynda Haynes and Martin Connell in 1993. The fresh baked, high quality artisan 
breads commanded a premium price; a risky business proposition during the recession of the 
1990s. Despite the premium prices they were charging, local foodies sought out what they per-
ceived to be an excellent product. It turned out that customers were cutting back on expensive 
vacations and big-ticket budget items so they could enjoy great breads and other excellent foods 
on a more frequent basis. What began in 1993 as a gourmet niche has since grown into the main-
stream by identifying and meeting customer needs and wants. The bakery has outgrown two 
locations and now not only serves “Toronto’s Favourite Bread,” but also distributes across Canada 
and the east coast of the U.S. Many regular grocery stores like Longo’s, Dominion, and A&P carry 
ACE favourites, like Rosemary Foccacia and the Classic Baguette. Select products are even avail-
able at Costco. ACE Bakery has seemingly found the right price point and offers a great value.1

Its founders are passionate about giving back to the community. ACE donates a percent-
age of its pre-tax profits to food and nutrition programs that assist low-income members of 
the community, with a specific focus on community kitchen programs that foster healthy pro-
grams for children.2 Consumers are happy to pay a little extra when they know it is helping the 
less fortunate. 

Pricing Concepts 
and Strategies: 

Establishing Value

C H A P T E R 12
L E A R N I N G  O B J E C T I V E S

After studying this chapter you should be able to:
LO   1  Explain what price is and its importance in establishing value in 

marketing
LO  2  Discuss how the 5Cs—company objectives, customers, costs, 

competition, and channel members—influence pricing decisions
LO   3  Explain how firms set prices for their goods and services
LO   4  Discuss various pricing strategies and tactics and their use in 

marketing (e.g., cost-based pricing, competition-based pricing, 
value-based pricing, psychological pricing, new product pricing, and 
pricing tactics targeted to consumers and channel members)

LO   5  Explain the legal and ethical issues involved in pricing 

THIRD PASS

S E C T I O N  F I V E
Transacting Value

CHAPTER 12  Pricing Concepts 
and Strategies: 
Establishing Value

352 Section Five Transacting Value THIRD PASS THIRD PASS Pricing Concepts and Strategies: Establishing Value Chapter Twelve 353

But again, predation is diffi cult to prove. First, one must 
demonstrate intent, that is, that the fi rm intended to drive out 
its competition or prevent competitors from entering the mar-
ket. Second, the complainant must prove that the fi rm charged 
prices lower than its average cost, an equally diffi cult task.

Price Discrimination
There are many forms of price discrimination, but only 
some of them are considered illegal under the Competition 
Act. When fi rms sell the same product to different resellers 
(wholesalers, distributors, or retailers) at different prices, it 
can be considered price discrimination; usually, larger fi rms 
receive lower prices.

We have already discussed the use of quantity discounts, which is a legitimate 
method of charging different prices to different customers on the basis of the quantity 
they purchase. The legality of this tactic stems from the assumption that it costs less 
to sell and service 1000 units to one customer than 100 units to 10 customers. But 
quantity discounts must be available to all customers and not be structured in such 
a way that they consistently and obviously favour one or a few buyers over others. 
Still, some marketers have found ways to get around these rules, for example, offer-
ing ‘preferred member’ pricing. The Competition Act only requires companies to 
demonstrate that their price discounts do not restrict competition. While quantity 
discounts may be a grey area, it is perfectly legitimate to charge a different price to 
a reseller if the fi rm is attempting to meet a specifi c competitor’s price. In addition, 
a barter agreement, in which buyers and sellers negotiate a mutually agreed upon 
price, is commonplace and absolutely legal in retail settings such as car sales and 
collectibles markets.

Price Fixing
Price fi xing is the practice of colluding with other fi rms to control prices. Recently, 
the fi ve largest music companies—Universal Music, Sony Music, Warner Music, 
BMG Music, and EMI—and three of the largest music retailers—Musicland Stores, 
Trans World Entertainment, and Tower Records—agreed to pay $67.4 million and 
distribute $75.7 million in CDs to public and nonprofi t groups to settle a lawsuit for 
alleged price fi xing during the late 1990s.48

This particular case of price fi xing is especially interesting because it includes 
both horizontal and vertical price fi xing. Horizontal price fi xing occurs when com-
petitors that produce and sell competing products collude, or work together, to con-
trol prices, effectively taking price out of the decision process for consumers. In this 
particular case, prosecutors alleged that horizontal price fi xing had occurred among 
the record companies, which specifi ed pricing terms associated with the sale and 
distribution of CDs. Vertical price fi xing occurs when parties at different levels of 
the same marketing channel (e.g., manufacturers and retailers) collude to control the 
prices passed on to consumers. In the music industry case, prosecutors alleged that 
the music companies colluded with music retailers to maintain retail prices for CDs.

As these legal issues clearly demonstrate, pricing decisions involve many ethical 
considerations. In determining both their pricing strategies and their pricing tactics, 
marketers must always balance their goal of inducing customers, through price, 
to fi nd value and the need to deal honestly and fairly with those same customers. 
Whether another business or an individual consumer, buyers can be infl uenced by a 
variety of pricing methods; it is up to marketers to determine which of these methods 
works best for the seller, the buyer, and the community.

Is this price 
discrimination illegal?

Learning Objectives Review

1 ) Price is the only element of the marketing mix that 
generates revenues. It is also half the value equation. 
Although costs and other factors should be taken into 
consideration when setting prices, the most important 
factor is how the customer views the price in relation-
ship to what he or she receives. 

2 ) Successful pricing strategies are built on the 5Cs—compa-
ny objectives, customers, costs, competition, and channel 
members. Company goals and objectives set the frame-
work for pricing strategies. Companies focusing on image 
set high prices, while those that focus on value tend to 
use every day low prices. Understanding customers’ reac-
tions to different prices help marketers set prices that are 
consistent with their customers’ attitudes and preferenc-
es. The demand curve and price elasticity of demand are 
two related tools that markers use to gauge customers’ 
sensitivity to prices changes. Customers’ income and the 
availability of substitute products also influence custom-
ers’ reaction to price changes. The third C, costs, is a major 
determinant of pricing. Cost of producing a good helps 
marketers determine the possible prices they can charge 
and the levels of profitability they can expect. Break-even 
analysis is a helpful tool that is used to help marketers 
determine the price level at which the number of units 
sold exactly covers the cost of producing the good. The 
fourth C, competition, influences pricing because a firm 
usually pays close attention and reacts to a competitor’s 
moves. Intense competition may produce price wars. The 
level of competition is usually determined by the market 
structure of the industry. That is, whether the industry 
structure is oligopolistic, monopolistic, or pure compe-
tition. The final, C, channel members—manufacturers, 
wholesalers, retailers—influence prices because they play 
a key role in getting the product to the final consumer, 

and they are independent and usually have their own 
objectives and competitive situation to deal with. The 
company may want to set a certain price level for its prod-
ucts in order to reflect quality and value but retailers may 
decide they want to move more volume and so reduce the 
price, hence the possibility for conflict. Also, manufactur-
ers may give discounts to channel members, which may 
influence the price the ultimate consumer pays. 

 3 ) The various methods of setting prices each have their 
own set of advantages and disadvantages. The fixed per-
centage and markup approaches are quick and easy but 
fail to reflect the competitive environment or consumer 
demand. Although it is always advisable to be aware of 
what competitors are doing, using competitor-based 
pricing should not occur in isolation without considering 
consumers’ reactions. Taking a value-based approach to 
pricing, whether the improvement value or the total cost 
of ownership, in conjunction with these other methods 
provides a nicely balanced method of setting prices. 

4 ) Companies tend to use different pricing strategies 
and tactics for different products or different markets. 
Pricing strategies are a long-term approach to pric-
ing products, whereas price tactics focus more on the 
short-term aspects of the 5Cs of pricing. The various 
pricing strategies can be grouped into three broad cat-
egories—cost-based strategies, value-based strategies, 
and competition-based strategies. Cost-based strategies 
are based on the firm ascertaining the cost of produc-
ing and marketing the product, and then adding some 
mark-up for profit. Competition-based pricing is based 
on a firm understanding what competitors are doing 
and reacting accordingly. Firms may choose to set prices 
below, at or above competitors’ prices. Value-based pric-

1 ) Explain what price is and its importance in 
establishing value in marketing 

2 ) Discuss how the 5Cs—company objectives, 
customers, costs, competition, and channel 
members—influence pricing decisions 

3 ) Explain how firms set prices for their goods and 
services

4 ) Discuss various pricing strategies and tactics and 
their use in marketing (e.g., cost-based pricing, 
competition-based pricing, value-based pricing, 
psychological pricing, new product pricing, and 
pricing tactics targeted to consumers and channel 
members)

5 ) Explain the legal and ethical issues involved in 
pricing

price fi xing
The practice of colluding 
with other fi rms to control 
prices.

horizontal price fi xing
Occurs when competitors 
that produce and sell com-
peting products collude, or 
work together, to control 
prices, effectively taking 
price out of the decision 
process for consumers.

vertical price fi xing
Occurs when parties at 
different levels of the 
same marketing channel 
(e.g., manufacturers and 
retailers) collude to control 
the prices passed on to 
consumers.

price discrimination
The practice of selling the 
same product to different 
resellers (wholesalers, 
distributors, or retailers) or 
to the ultimate consumer 
at different prices; some, 
but not all, forms of price 
discrimination are illegal.
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C H A P T E R

R O A D M A P

A lot rides on marketers setting the right price, so it’s important to understand the role 

price plays in the marketing mix. As shown in the chapter roadmap, we explain what 

“price” is as a marketing concept, why it is important, how marketers set pricing objec-

tives, and how various factors infl uence price setting. Then, we extend this foundation 

by focusing on specifi c pricing strategies as well as the psychological aspects of pricing. 

Lastly, we describe various B2B and consumer pricing tactics and some important legal 

and ethical issues associated with pricing. 

Imagine that a consumer realizes that to save money on a particular item, she 

will have to drive an additional 20 kilometres. She may judge that her time and travel 

costs are not worth the savings, so even though the price tag is higher at a nearby 

store, she judges the overall cost of buying the product there to be lower. To include 

aspects of price such as this, we defi ne price as the overall sacrifi ce a consumer is 

willing to make to acquire a specifi c product or service. This sacrifi ce usually includes 

the money that must be paid to the seller to acquire the item, but it also may involve 

other sacrifi ces, whether nonmonetary, like the value of the time necessary to acquire 

the product or service, or monetary, like travel costs, taxes, shipping costs, and so 

forth, all of which the buyer must give up to take possession of the product.  

Consumers judge the benefi ts a product delivers against the sacrifi ce necessary 

to obtain it, then make a purchase decision based on this overall judgment of value. 

Thus, a great but overpriced product can be judged as low in value and may not sell 

as well as an inferior but well-priced item. In turn, we cannot defi ne price without 

referring to the product or service associated with it. The key to successful pricing is 

to match the product or service with the consumer’s value perceptions.

That key raises a related question: If fi rms can price their products or services too 

high, can they price them too low as well? Quite simply, yes. A price set too low may 

signal low quality, poor performance, or other negative attributes about the product 

In essence, if consumers value the brand and the benefits a higher price signifies, they 

likely will buy a loaf of ACE bread. However, a consumer who values lower prices will likely 

purchase a store brand. Thus, knowing how consumers arrive at their perceptions of value 

is critical to developing successful pricing strategies. Nonetheless, a good pricing strategy 

must consider other factors too, so 

developing this strategy is a formidable 

challenge to all firms. Do it right, and 

the rewards to the firm will be sub-

stantial. Do it wrong, and failure will be 

swift and severe. But even if a pricing 

strategy is implemented well, consum-

ers, economic conditions, markets, com-

petitors, government regulations, and 

even a firm’s own products change con-

stantly—and that means that a good 

pricing strategy today may not remain 

an effective pricing strategy tomorrow. 

Are you willing to pay more for ACE Bakery’s Classic 

Baguette or Rosemary Foccacia than store brands?

or service. Consumers don’t necessarily want a low price all the time or for all prod-

ucts. Rather, they want high value, which may come with a relatively high or low 

price, depending on the bundle of benefi ts the product or service delivers.

Price is the only element of the marketing mix that generates revenue. Every 

other element in the marketing mix may be perfect, but with the wrong price, sales 

simply will not occur. Research has consistently shown that consumers usually rank 

price as one of the most important factors in their purchase decisions.  So, if the fi rm 

wants to deliver value and value is judged by the benefi ts relative to the cost, then 

pricing decisions are absolutely critical to the effort to deliver value.

Price is the most challenging of the four Ps to manage, partly because it is often 

the least understood. Historically, managers have treated price as an afterthought to 

their marketing strategy, setting prices according to what competitors were charging 

or, worse yet, by adding up their costs and tacking a desired profi t on to set the sales 

price. Prices rarely changed except in response to radical shifts in market conditions. 

Even today pricing decisions often fail to refl ect our current understanding of the role 

of price in the marketing mix.

Moreover, managers have held an overly simplistic view of the role of price, 

considering it simply the amount of money a consumer must part with to acquire 
price
The overall sacrifi ce a 

consumer is willing to 

make—money, time, en-

ergy—to acquire a specifi c 

product or service.
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a product or service. We 

now know that price is 

not just a sacrifi ce but an 

information cue as well. 

That is, consumers use the 

price of a product or ser-

vice to judge its quality,

particularly when they are 

less knowledgeable about 

the product category. For 

example, most college and 

university students know 

little about fi ne wine, so 

if a student found herself 

in the Vintages section of 

the liquor store and had 

to make a decision about 

which bottle to purchase, she might judge the quality of the various options accord-

ing to their prices and assume that a higher price means higher quality. 

In summary, marketers should view pricing decisions as a strategic opportunity 

to create value rather than as an afterthought to the rest of the marketing mix. Price 

communicates to the consumer more than how much a product or service costs; it 

can signal quality, or lack thereof. Let us now turn to the fi ve basic components of 

pricing strategies.

The Five Cs of Pricing

Successful pricing strategies are built through the fi ve critical components: company 

objectives, customers, costs, competition, and channel members. (See Exhibit 12.1.)

We examine these components in some detail because each makes a signifi cant 

contribution to formulating good pricing decisions.  To start, the fi rst step is to 

develop the company’s pricing objectives.

Company Objectives

By now, you know that different fi rms embrace different goals. Wal-Mart, for exam-

ple, wants to be seen as a value-based company and so uses every day low pricing 

(EDLP) whereas Holt Renfrew’s high prices refl ect its high fashion image.

Each fi rm then embraces an objective that seems to fi t with where management 

thinks the fi rm needs to go to be successful, in whatever way they defi ne success. 

These specifi c objectives usually refl ect how the fi rm intends to grow. Do managers 

want it to grow by increasing profi ts, increasing sales, decreasing competition, or 

building customer satisfaction? 

Company objectives are not as simple as they might fi rst appear; they often can 

be expressed in slightly different forms that mean very different things. Exhibit 12.2 

introduces some common company objectives and examples of their implications for 

pricing strategies. These objectives are not always mutually exclusive, because a fi rm 

may embrace two or more noncompeting objectives.

Profit Orientation Even though all company objectives may ultimately be oriented 

toward making a profit, firms implement a profit orientation by focusing on target 

profit pricing, maximizing profits, or target return pricing. 

� Firms usually implement target profi t pricing when they have a particular 

profi t goal as their overriding concern. To meet this targeted profi t objective, 

fi rms use price to stimulate a certain level of sales at a certain profi t per unit. 

� The maximizing profi ts strategy relies primarily on economic theory. If a 

fi rm can accurately specify a mathematical model that captures all the factors 

required to explain and predict sales and profi ts, it should be able to identify the 

price at which its profi ts are maximized. Gathering the data on all these relevant 

factors and coming up with an accurate mathematical model is an extremely 

diffi cult undertaking. 

� Other fi rms, less concerned with the absolute level of profi ts and more 

interested in the rate at which their profi ts are generated relative to their 

investments, typically use target return pricing and other pricing strategies 

designed to produce a specifi c return on their investment. 

Sales Orientation Firms using a sales orientation to set prices believe that increas-

ing sales will help the firm more than increasing profits. For example, a new health 

club might focus on unit sales or market share and therefore be willing to set a lower 

membership fee and accept less profit at first. In contrast, a high-end jewellery store 

might focus on dollar sales and maintain higher prices. This store relies on its prestige 

image, as well as the image of its suppliers, to generate sales. Even though it sells 

fewer units, it can still generate high dollar sales levels. 

Finally, some fi rms may be more concerned about their overall market share than 

about dollar sales per se because they believe that market share better refl ects their 

When shopping for 

wine, most of us infer 

that a higher price 

means higher quality.

E X H I B I T 12.1 Five Cs of pricing

E X H I B I T 12.2 Company Objectives and Pricing Strategy Implications

Company Objective Examples of Pricing Strategy Implications

Profit-oriented Institute a companywide policy that all products must provide for at least an 18 percent profit margin to 

reach a particular profit goal for the firm.

Sales-oriented Set prices very low to generate new sales and take sales away from competitors, even if profits suffer.

Competitor-oriented To discourage more competitors from entering the market, set prices very low.

Customer-oriented Target a market segment of consumers who highly value a particular product benefit and set prices 

relatively high (referred to as premium pricing). 

profi t orientation

A company objective that 

can be implemented by 

focusing on target profi t 

pricing, maximizing profi ts, 

or target return pricing.

target profi t pricing

A pricing strategy imple-

mented by fi rms when 

they have a particular 

profi t goal as their over-

riding concern; uses price 

to stimulate a certain level 

of sales at a certain profi t 

per unit.

maximizing profi ts strategy 

A mathematical model 

that captures all the 

factors required to explain 

and predict sales and 

profi ts, which should be 

able to identify the price 

at which its profi ts are 

maximized.

target return pricing

A pricing strategy 

implemented by fi rms less 

concerned with the ab-

solute level of profi ts and 

more interested in the rate 

at which their profi ts are 

generated relative to their 

investments; designed to 

produce a specifi c return 

on investment, usually 

expressed as a percentage 

of sales.

sales orientation

A company objective 

based on the belief that 

increasing sales will help 

the fi rm more than will 

increasing profi ts.

LO  2 ough the five critical components: company 

objectives, customers, costs, competition, and channel members. (See Exhibit 12.1.)

detail because 

decisions.
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illegal methods; generally, it legally 
circumvents authorized channels of 
distribution to sell goods at prices 
lower than those intended by the 
manufacturer.  Many manufactur-
ers of consumer electronics therefore 
require retailers to sign an agree-
ment that demands certain activi-
ties (and prohibits others) before 
they may become authorized deal-
ers. But if a retailer has too many 
high-defi nition TVs in stock, it may 
sell them at just above its own cost 

to an unauthorized discount dealer. This move places the merchandise on the street 
at prices far below what authorized dealers can charge, and in the long term, it may 
tarnish the image of the manufacturer if the discount dealer fails to provide suffi cient 
return policies, support, service, and so forth.

To discourage this type of grey market distribution, some manufacturers, such as 
Fujitsu, have resorted to large disclaimers on their websites, packaging, and other com-
munications to warn consumers that the manufacturer’s product warranty becomes 
null and void unless the item has been purchased from an authorized dealer. 

Other Influences on Pricing
Thus far, we have focused mainly on product- and fi rm-specifi c factors—the fi ve 
Cs—that infl uence pricing. Now we turn to broader factors that have a more sweep-
ing effect on pricing in general: the Internet and economic factors. 

The Internet
The shift among consumers to acquiring more and more products, services, and infor-
mation online has made them more price sensitive and opened new categories of prod-
ucts to those who could not access them previously. Gourmet foods, books, music, 
movies, electronics, and even prescription drugs (see Internet Marketing 12.1) are just 
a few of the product categories that present a signifi cant online presence. Because they 
have gained access to rare cheeses, breads, meats, spices, and confections, consumers 
are demanding more from their local grocery stores in terms of selection and variety 
and have become more sensitive about prices. Furthermore, consumers’ ability to buy 
electronics at highly discounted prices online has pushed bricks-and-mortar stores to 
attempt to focus consumers’ attention on prepurchase advice and expertise, consulting 
services, and after-sales service—and away from price.

The Internet also has introduced search engines that enable consumers to fi nd 
the best prices for any product quickly, which again increases their price sensitivity 
and reduces the costs associated with fi nding lower-price alternatives.  Not only do 
consumers know more about prices, they know more about the fi rms, their products, 
their competitors, and the markets in which they compete.

Another implication of the Internet for prices has been the growth of online auc-
tion sites such as eBay. Gone are the days when sellers had to offer their unwanted 
items to local buyers at “fi re sale” prices. Although there certainly are good deals to 
be had on eBay, many items can fetch a premium price because bidders tend to get 
caught up in the bidding process. Also, unique and special interest items, which pre-
viously required professional appraisals before their value could be established, now 
have millions of potential bidders clearly articulating a value for everything from a 

Television sets and other 
consumer electronics 
are commonly sold in 
the grey market.

Each year more than 1 million Americans buy their drugs 
from Canadian pharmacies at an estimated value of more 
than US$1 billion per year. Prior to the Internet, much of 
the sale of Canadian drugs happened through mail-order 
and by cross-border visits. However, the Internet has 
created a new channel for these transactions. By 2005, 
there were close to 60 Internet pharmacies operating in 
Canada that sold about $420 million of prescription drugs 
to Americans. In Manitoba alone, the online dispensaries 
have created about 2000 jobs and pumped $400 million 
into its economy. 

The big question is why are Americans turning to 
Canada for their prescription medication? According to the 
Canadian Medical Association Journal (CMAJ), the answer 
lies in two words: Price and Profitability! Both are inextri-
cably linked. Simply put, without health insurance or a pre-
scription drug benefit plan, many Americans cannot easily 
afford their medications. They are forced to choose between 
buying prescriptions and paying for basic necessities. Price 
is the deciding factor for these consumers, and the Cana-
dian retail prices for brand name prescription drugs are 
a real bargain. One study, which compared the prices of 
brand name medications in Canada to major U.S. drug 
chain pharmacies, found that 41 of the 44 drugs examined 
were substantially less expensive in Canada. Americans can 
save anywhere from 24 percent to 70 percent per pill. Many 
American policymakers are not happy about such pharma-
cies dedicated to serving American patients. 

Why is it that the U.S. government is worried about 
the online pharmaceutical buyers? Many are from the 

most vulnerable segment of the Americans—people 
without drug coverage. Is it because of the safety and 
quality of Canadian drugs? Hardly, according to CMAJ, 
Americans who buy Canadian drugs are mainly re-import-
ing American-made drugs with Canadian packaging. The 
bulk of these drugs are produced in large plants in the U.S. 
Rather, it is about protecting U.S. drug manufacturers who 
have become increasingly concerned about their losses of 
domestic sales and profitability. American manufacturers 
are trying to curb attempts by state and city govern-
ments to make large-scale purchase of cheaper Cana-
dian drugs by filing law suits in the U.S. In Canada, one 
major pharmaceutical manufacturer, GlaxoSmithKline, 
has stopped supplying its products to Canadian Internet 
pharmacies that sell to Americans. Many Americans, espe-
cially older ones without drug coverage benefit, consider 
GlaxoSmithKline’s move as a declaration of war and have 
staged protests in several cities and have boycotted the 
company’s non-prescription products.

However, the cross-border trend isn’t without its 
challenges. In 2006, sales of drugs to Americans through 
the Internet dropped by almost 50 percent to reach 
$211 million. In addition, the number of Internet pharma-
cies operating in Canada has also dwindled to roughly 
30 from 55. The surging loonie, the availability of cheaper 
generic drugs in the U.S., and better U.S. government 
health insurance have helped to erode the price gap. Will 
these environmental changes have a lasting impact or 
can Canadian Internet pharmacies come up with new 
pricing strategies to stay in business?

Canadian Internet Pharmacies Serve U.S. Customers12.1Internet Marketing 

Sources:
Sue Cavallucci, “Canadian Internet Pharmacy Sales to the United States Down 50 percent in 2006,” www.imshealthcanada.com/web/
content/0,3148,77303623_63872702_77770096_80533284,00.html, accessed June17, 2007;
Tom Scheck, “Some Canadians Worry About American Interest in Pharmacies,” Minnesota Public Radio, http://news.minnesota.publicradio.org/
features/2003/11/13_scheckt_rxwinnipeg/, accessed June17, 2007;
Bradley S. Quon, MD, MBA; Rafael Firszt, MD, MBA; and Mark J. Eisenberg, MD, MPH, “A Comparison of Brand-Name Drug Prices between Canadian-Based 
Internet Pharmacies and Major U.S. Drug Chain Pharmacies,” www.annals.org/cgi/content/abstract/143/6/397, accessed  June17, 2007; 
Krys Kirton, “50-Plus Consumers Find Price Relief in Canada; Internet Fuels the Trend,” Canadian International Pharmacy Association, www.ciparx.ca/
index2.php?option=com_content&do_pdf=1&id=17, accessed June 17, 2007; 
Steven Morgan and Jeremiah Hurley, “Internet Pharmacy: Prices on the Up-and-Up,” Canadian Medical Association Journal, March 16, 2004, 170 (6), 
www.cmaj.ca/cgi/content/full/170/6/945, accessed June 17, 2007.

seven-carat canary diamond engagement ring selling for $189,000 to a 1960 Porsche 
356 Roadster selling for $86,500. Today, many consumers use eBay’s prior auction 
section to determine the prices at which products have sold in the past and establish 
a value for new offerings.

Economic Factors
Two interrelated trends that have merged to impact pricing decisions are the increase 
in consumers’ disposable income and status consciousness. Some consumers appear 
willing to spend money for products that can convey status in some way. For example, 
when Holt Renfrew introduced the limited-edition I Am Not a Plastic Bag cotton tote by 
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Quantity Discounts for Consumers We have already 

discussed how firms use quantity discounts in the B2B 

marketplace, but the most common implementation of 

a quantity discount at the consumer level is the size 

discount. For example, there are three sizes of General 

Mills’ popular cereal Cheerios—425-, 575-gram, and 1.5-

kilogram boxes priced at approximately $4.19, $4.49, and 

$6.89, respectively. The larger the quantity, the less the 

cost per gram, which means the manufacturer is provid-

ing a quantity discount. Most grocery stores now post 

the price per 100 grams on the shelves so consumers can 

easily compare value for money. The goal of this tactic 

is to encourage consumers to purchase larger quantities each time they buy. In turn, 

these consumers are less likely to switch brands and often tend to consume more 

of the product, depending on the product usage characteristics. Typically, buying a 

larger package of toilet tissue does not mean consumers will use it faster, but buying 

a larger box of cereal may encourage them to eat more of it or eat it more often.

Seasonal Discounts Seasonal discounts are price reductions offered on products 

and services to stimulate demand during off-peak seasons. You can find hotel rooms, 

ski lift tickets, snowmobiles, lawn mowers, barbeque grills, vacation packages, flights 

to certain destinations, and Christmas cards at discounts during their “off” seasons. 

Some consumers even plan their buying around these discounts, determined to 

spend the day after Christmas stocking up on discounted wrapping paper and bows 

for the following year.
Coupons and Rebates Coupons and rebates both provide discounts to consumers 

on the final selling price. However, for the coupon, the retailer handles the discount, 

whereas the manufacturer issues the refund in the case of the rebate, which is defined 

as a portion of the purchase price returned to the buyer in the form of cash. 

The goal of coupons is to prompt consumers to try a product, reward loyal cus-

tomers, or encourage repurchases. By saving the consumer money, fi rms add value to 

their products. Whereas a coupon provides instant savings when presented, a rebate 

promises savings, usually mailed to the consumer at some later date. The “hassle fac-

tor” for rebates is higher than for coupons; the consumer must fi rst buy the item dur-

ing a specifi ed time period, then mail in the required documentation—which usually 

includes the original sales receipt—and fi nally wait four to six weeks (or more!) for a 

cheque to arrive. Although consumers may believe this process adds value when the 

potential rebate is $50, they might question whether a rebate for a couple of dollars 

is worth their time and effort. From the marketer’s viewpoint, however, rebates offer 

greater control than coupons and provide valuable customer information. Coupons 

and rebates are considered to be sales promotion tools as well as pricing tactics so 

you’ll read more about them in Chapter 16.
With so many different pricing strategies and tactics, it is no wonder that unscru-

pulous fi rms fi nd ample opportunity to engage in pricing practices that can hurt con-

sumers. We now take a look at some of the legal and ethical implications of pricing.
Legal Aspects and Ethics of PricingPrices tend to fl uctuate naturally and respond to varying market conditions. Thus, 

though we rarely see fi rms attempting to control the market in terms of product quality 

or advertising, they often engage in pricing practices that can unfairly reduce competi-

tion or harm consumers directly through fraud and deception. A host of laws and regu-

lations at both the federal, provincial and municipal levels attempt to prevent unfair 

pricing practices, but some are poorly enforced, and others are diffi cult to prove. 

size discountThe most common implementation of a quantity discount at the consumer level; the larger the quantity bought, the less the cost per unit (e.g., per gram).

Customers get a size discount for buying larger sizes. With Cheerios, the larger the box, the less it costs per gram. 

coupon
Provides a stated discount to consumers on the fi nal selling price of a specifi c item; the retailer handles the discount.

rebate
A consumer discount in which a portion of the purchase price is returned to the buyer in cash; the manufacturer, not the retailer, issues the refund.
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British accessories designer Anya Hind-

march, people camped out in front of the 

Bloor fl agship store to buy one. A total of 

3000 bags were received at Holt Renfrew 

stores across Canada and sold out in less 

than an hour at $18 each.  Products once 

considered only for the very rich, such as 

Rolex watches and Mercedes-Benz cars, 

are now owned by more working profes-

sionals. Although such prestige products 

are still aimed at the elite, more and more 

consumers are making the fi nancial leap 

to attain them. At the same time, however, a coun-

tervailing trend fi nds customers attempt-

ing to shop cheap. The popularity of everyday low price retailers like Wal-Mart and 

Giant Tiger among customers who can afford to shop at department and specialty 

stores illustrates that it is cool to save a buck. Retailers like H&M and Loblaws, with 

its Joe Fresh line of clothing, have introduced disposable chic and cross-shopping 

into Canadians’ shopping habits. In this context, cross-shopping is the pattern of 

buying both premium and low-priced merchandise or patronizing both expensive, 

status-oriented retailers and price-oriented retailers. These stores offer fashionable 

merchandise at great values—values so good that if items last for only a few wear-

ings, it doesn’t matter to the customers. The net impact of these contradictory trends 

on prices has been that some prestige items have become more expensive, whereas 

many other items have become cheaper.

Finally, the economic environment at local, regional, national, and global levels 

infl uences pricing. Starting at the top, the growth of the global economy has changed 

the nature of competition around the world. Many fi rms maintain a presence in mul-

tiple countries—products get designed in one country, the parts are manufactured in 

another, the fi nal product assembled in a third, and after-sales service is handled by a 

call centre in a fourth. By thinking globally, fi rms can seek out the most cost-effi cient 

methods of providing goods and services to their customers.

On a more local level, the economy still can infl uence pricing. Competition, dis-

posable income, and unemployment all may signal the need for different pricing 

strategies. For instance, rural areas are often subjected to higher prices because it 

costs more to get products there and because competition is lower. Similarly, retailers 

often charge higher prices in areas populated by people who have more disposable 

income and enjoy low unemployment rates. Pricing StrategiesComing up with the “right” price is never easy. If Research In Motion had decided 

to price BlackBerry Pearl at a low point initially, how would it have affected future 

sales—both its own and of potential competitors? Firms embrace different objectives, 

face different market conditions, and operate in different manners; thus, they employ 

unique pricing strategies that seem best for the particular set of circumstances in 

which they fi nd themselves. Even a single fi rm needs different strategies across its 

products and services and over time as market conditions change. The choice of a 

pricing strategy thus is specifi c to the product/service and target market. Although 

fi rms tend to rely on similar strategies when they can, each product or service requires 

its own specifi c strategy because no two are ever exactly the same in terms of the mar-

keting mix. Cost-based, competitor-based, and value-based strategies are discussed 

in this section.

cross-shoppingThe pattern of buying both 
premium and low-priced merchandise or patroniz-ing both expensive, status-

oriented retailers and price-oriented retailers.

Limited-edition cotton totes by British designer Anya Hindmarch sold out in less than an hour at $18 each at Holt Renfrew stores.
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Canadian stock car racing aficionados cheered the news that their favourite brand 

of sports entertainment—NASCAR racing—would be available in Canada rather 

than only in the U.S. A multi-year sponsorship deal launched the NASCAR Cana-

dian Tire Series in the spring of 2007. Canadian Tire is the title sponsor of the 

series, which replaces the CASCAR Super Series.

For Canadian Tire, the country’s leading automotive retailer, the sponsorship deal was 

the perfect promotional opportunity. NASCAR races are the number one motorsport series 

on television in Canada. There are currently 5.8 million fans in Canada, or about one-quarter 

of the adult population, with the average Canadian NASCAR fan having followed the sport 

for approximately 10 years.1 TSN, which broadcasts the series in Canada, recorded record rat-

ings for its coverage of the 2006 NASCAR series with average Canadian audiences of 332,000 

viewers, up 15 percent from the previous year.

The sponsorship deal establishes Canadian Tire as the official automotive retailer of NAS-

CAR in Canada. Canadian Tire shoppers will benefit from exclusive customer promotions, sea-

sonal marketing programs, national advertising, and in-store programs with NASCAR. Contests 

generate excitement, too. Shoppers who bought a quart of Mobil 1 oil could enter to win a 

Corvette. Another contest offered the chance to win a trip for two to the NASCAR Nextel Cup 

Series Dickies 500 Race at the Texas Motor Speedway to shoppers who bought a case of Coke. 

The agreement also provides Canadian Tire with the opportunity to increase its in-store 

product assortment. In the United States, the average NASCAR fan spends $500 a year on 

memorabilia. Fans will buy just about anything with a NASCAR logo, even blenders and toast-

ers. In contrast, the average Canadian fan spends only $30 a year on NASCAR branded products. 

Canadian Tire is hoping to change that by developing a new line of NASCAR products for the 

automotive aftermarket such as windshield washer fluid, batteries, and shock absorbers.

Advertising, 

Sales Promotions, and 

Personal Selling

tional advertising, and in-store programs 
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Section Seven Value Communication

The NASCAR Canadian Tire Series is being touted as a way to build growing popularity of 

stock car racing and attract new Canadian fans and competitors to the excitement of NAS-

CAR racing. Most fans will likely have a longstanding interest in racing. However, the series 

has already attracted attention from an unconventional source—federal politicians. Appar-

ently the Conservative Party of Canada realized the advertising potential in the sponsorship 

deal and recently paid to place its logo on the hood and front side panels of car number 29, 

driven by Pierre Bourque, in the Canadian Tire NASCAR Series.2

The NASCAR Canadian Tire Series, a multi-year sponsorship agreement, provides 

many advertising and sales promotion opportunities.

In the previous chapter we discussed the tools of integrated marketing communica-

tions (IMC) and the steps involved in planning a campaign. While we briefl y touched 

on all of these tools in Chapter 15, we now focus our attention on three elements in 

particular: advertising, sales promotions, and personal selling, as shown in our chapter 

roadmap. We begin by introducing the AIDA model, which is the process, or mental 

stages, marketers try to move consumers through as they are making purchase deci-

sions. As a consumer, you are exposed only to the end product, for example, a fi nished 

advertisement, yet many decisions must take place before you actually get to see an ad. 

We discuss some of these decisions starting with determining the advertising objectives 

and the focus of advertisements. We consider some of the legal and ethical issues in 

advertising and those arising from the use of new forms of marketing communications. 

Then we move on to examine sales promotions and how they add value both in the 

trade channel and as consumer promotions. The chapter concludes with an examina-

tion of how companies use personal selling to infl uence the buyer’s purchase.

Opening vignette

Each chapter begins with an Opening Vignette 
that helps to introduce and illustrate some of 
the main content that follows. These vignettes 
have been carefully selected to pique student 
interest and are designed to provide real world 
examples of how the theory has been applied 
by a variety of companies. 

Chapter roadmap

Each chapter consists of a Chapter Roadmap 
representing the main steps that describe 
a chapter. Then in the chapter, each step is 
explained in detail, allowing students to eas-
ily absorb/understand the information. The 
Chapter Roadmap serves as a useful study tool 
for students.
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why will students
 enjoy using this book? 
•	 a Compelling read.  Marketing, First Canadian Edition, was written with the 

student in mind.  The examples are current and appealing, and feature a wide range of 
products and services that will be recognizable to a diverse group of readers. A draft version 
of the text was used at Wilfrid Laurier University in the fall of 2007 and received extremely 
favourable reviews from students.

•	 unique End-of-Chapter applications and Exercises 

•	 Marketing applications. Student-tested at Wilfrid Laurier and University of Ottawa, 
these Marketing Application questions encourage students to become more critical in 
their thinking of how marketing theory relates to practice.

•  Ethical dilemma. At least one of the Marketing Applications in each chapter poses an 
ethical dilemma based on material covered in the chapter.  For instance, in Chapter 17 
on global marketing, we pose the issue of offshore tax preparation work being done at 
a local accounting firm that communicates a personal commitment to each customer.  
Students can apply the ethical decision-making framework introduced in Chapter 3 to 
these marketing situations.  

•  Net Savvy. Each chapter contains two exercises that drive students to the Internet to 
apply material covered in the text.  For example, in Chapter 16 on advertising we 
direct students to the Concerned Children’s Advertisers website, one of the major self-
regulatory bodies for children’s advertising at www.cca-kids.ca/.  We ask students to 
choose a PSA and discuss how these ads are used to deliver CCA’s message.

•  End-of-Chapter Cases. Each chapter ends with a two or three page case covering a current 
marketing idea, concept, or company.

•	 Online learning Centre (www.mcgrawhill.ca/olc/grewal) 

 The Online Learning Centre (OLC) will help students use Marketing, First Canadian 
Edition, effectively, and reinforce what they’ve learned in the text. Some of the features 
on the OLC include:

•	 Interactive Student Toolkit.          Sophisticated, fun, and instructive, the Tool Kit is a 
set of interactive exercises that are working models of the concepts presented in the text. 
An icon in the chapters shows the student where the Tool Kit content can be used and 
students can go to the OLC for these resources. 

•	 Videos. Compelling videos feature firms in the text book such as M&M Meat Shops, 
Holiday Inn Express, and Netflix. The bottled water industry is also covered in a long 
segment which integrates several key concepts discussed in the text. 

•	 Supplemental textbook material
  •	 Glossary
  •	 Chapter Summaries
  •	 Multiple-Choice questions with feedback

xxvi
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Marketer’s Showdown  is an 
online, interactive video case program 
that puts you in the middle of dynamic 
marketing strategy decision-making 
with real marketers. Nine cases take you 
through up-to-the-minute issues in the 
music industry, the automotive industry, 
and the soft drink industry. 

You get to analyze the marketing prob-
lem, choose a proposed solution, and then 
watch your proposal debated by market-
ing professionals. After the debate, you 
can change your mind or stick to your 
guns. Then see what the outcome is. Just 
like real life, not every good decision leads 
to a good outcome! Are you ready to tackle a complex marketing problem? Find out, 
with Marketer’s Showdown.

iStudyMarketing 
www.istudymarketing.ca

Available 24/7: Instant feedback so you 
can study when you want, how you 

want, and where you want: www.istudymarketing.ca. This online iStudy space was 
developed to help you master the concepts and achieve better grades with all of the 
learning tools you’ve come to expect (e.g., multiple-choice and true/false quizzes) 
plus learning objects, marketing plan resources, flashcards, videos, and added quiz-
zes, including chapter-by-chapter diagnostic assessments that point you to the con-
cepts you need to focus on to improve your grades. Pick and choose from all of these 
features to develop your own personalized study plan. iStudy offers the best, most 
convenient way to interact, learn, and succeed.

iStudyMarketing can be purchased through the Online Learning Centre 
(www.mcgrawhill.ca/olc/grewal) or through the iStudyMarketing web-site.

Instructors: Please contact your iLearning Sales Specialist for more information on 
how to make iStudyMarketing part of your students’ success.

 we’ve created this book and support package to give you the best possible 
learning experience. we truly hope that you fully enjoy this book and the 
tools that accompany it.

xxvii
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why will instructors
 enjoy using this book? 
•	 assessment.        The Interactive Student Tool kit (see page xxvi) contains up to 
three gradable assignments on each of the following concepts: 

xxviii

•	 Instructor Supplements. A broad spectrum of high-quality supplements 
compliment this text, and are available on the Online Learning Centre  
(www.mcgrawhill.ca/olc/grewal):

•	 PowerPoint presentations for each chapter contain photos, screen captures, key terms, 
exhibits, and commentaries, to provide visuals in your lectures.

•	 Instructor’s Manual. This manual includes lecture notes as well as end-of-chapter solutions, 
but you will also find additional assignments, examples, and in-class activities that you can 
use to enhance your lectures.

•	 videos of more than 15 segments in a variety of lengths will provide flexibility for your class. 
Firms featured in the videos include M&M Meat Shops, Holiday Inn Express, and Netflix, as 
well as a long segment on the bottled water industry.

• SWOT Analysis (Chapter 2)
• Compensatory versus Non-compensatory 

Consumer Decision Making (Chapter 6)
•	 Vendor Evaluation Analysis (Chapter 7)
• Market Positioning Map (Chapter 8)

• Service Quality (Chapter 11)
• Break-even Analysis (Chapter 12)
• Developing an Advertisement  

(Chapter 16)

•	 Test Bank.  One of the most important aspects of the teaching package is the test bank. 
Marketing, First Canadian Edition, addresses this important resource with a test bank which 
was designed by a focus group of instructors. It provides more than 100 questions per chapter, 
each keyed to chapter Learning Objectives and noted for level of difficulty. A mix of true/false, 
multiple-choice, short answer, and essay questions are included, and labelled as Conceptual, 
Applied, or Application driven.

•	 Integrator.  Keyed to the chapters and Learning Objectives, 
the Integrator ties together all the elements in your resource 
package, guiding you to where you’ll find corresponding coverage 
in the supplemental material. Link to the Integrator from the Online 
Learning Centre, at www.mcgrawhill.ca/olc/grewal.

•	 ilearning Services  McGraw-Hill Ryerson offers a unique 
iServices package designed for Canadian faculty. Our mission is to 
equip higher education providers with superior tools and resources 
required for excellence in teaching. For additional information, visit 
www.mcgrawhilll.ca/highereducation/iservices.
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