SAMUEL’S FURNITURE: A Family Affair

This case was prepared by Lindsay Meredith, Professor of Marketing, Faculty of Business, Simon Fraser Universty, Vancouver, British Columbia, as a basis far class discussion. Reprinted with permission.

In the late 1980s, approximately 10 million trips were made by British Columbians into the United States. Most of these trips were made via one of the three border crossings that served the Vancouver lower mainland. By 1991, those cross-border trips had risen to around 15.4 million. The majority of the crossings were made through the Peace Arch entry point to Washington State cities such as Bellingham and Seattle.

What caused this marked increase in cross-border travel activity by Canadians? Moe Samuel, his son-in-law Dave Cherry, and his son Elie knew the pretty obvious answer. Canadians were going south in record numbers to buy everything from gas and milk to big- ticket durables like appliances and furniture.

Some mid-market Vancouver furniture retailers were badly hurt by this exodus of shoppers to US stores. This was because much of the cross-border purchasing activity was done by consumers who had become extremely price and quality-conscious. Experts felt this was caused as a result of the protracted recession and high taxes that were putting a lot of pressure on consumer budgets. In addition, some retail analysts suggested that Canadian consumers were also attracted to US outlets because they perceived that American stores offered a larger assortment of product choices. The ability of American stores to attract Canadian shoppers was not to be taken lightly. The Whatcom County Chamber of Commerce (located in northern Washington State) estimated that 46% of the county’s total business activity originated in the retail sector and of that 46%—Canadian shoppers generated 40%.

In 1991, Moe, Dave, and Elie decided to open a large retail outlet called Samuel’s Furniture. It was located approximately 17 kilometers (ten miles) south of the Canadian border, just off the US Interstate route 5 (1-5), on exit 262 at a small town called Ferndale. The location was well chosen, especially to intercept Canadians moving south to shop at the Bellis Fair mall in Bellingham. In fact, for many consumers living in the largest suburbs south of Vancouver (e.g., White Rock, Delta, Richmond, Surrey, and Langley) access to American stores was sometimes more convenient than it was to outlets in the Vancouver city core.

In addition to Canadian trade, Samuel’s was, of course, intended to also draw American shoppers from surrounding Whatcom County. Based on their many years of experience in the Vancouver furniture business, the owners established a positioning strategy for the product, price, and distribution components of the Samuel’s marketing mix. In addition, part of the promotional mix was also determined. (The positioning strategy of the mix is shown below).

THE POSITIONING STRATEGY

Product

This element of the marketing mix was centred around two key attributes—quality and assortment. The owners realized that consumers had in recent years become sensitized to the issue of good product quality, especially when it came to big-ticket durables. As a result, they concentrated their product line selection on brand names that were well known for their quality construction and fabrics Brands like Henredon, Century, Bernhardt, and Mastercraft, which consumers would recognize as having a good reputation, were given priority in the product mix.

The owners’ concern with also offering a wide product assortment was reflected in the full range of home furnishings displayed on their 50 000 sq. ft. (4645 sq. metre) showroom floor. A display area of this size was considered to be very large in the furniture business, but the consumer drawing power in terms of the product assortment it could hold was felt to be worth the investment. Samuel’s carried bedroom, dining-room, and living-room suites, as well as smaller decorating items such as lamps, occasional tables, and art work. In addition, for those customers who wanted even greater selection, they could custom order direct from manufacturers

Price

Price ranges reflected the broad spectrum of selection and quality choices that the company felt were necessary to attract consumers in the competitive furniture business. For example, Samuel’s carried complete living-room suites that varied from a low-end price of $1165 to a high-end value in the $12 000 range (all dollar values shown here have been converted to Canadian funds). For perspective, a medium-priced suite would sell for somewhere in the $3000 to $5000 range. In the furniture market, this pricing pattern would place the store in the mid to very high end of the competitive pricing spectrum.

Distribution

Samuel’s delivered to both the US and Canadian markets. Delivery charges were established at a flat rate of $65. The company also cleared all customs, tax, and import requirements for Canadian buyers at the border. For in-stock items, the average delivery time was three days.
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Promotion

Since personal selling, as well as quality service, was considered by the owners to be important in the sale of mid- to high-end furniture products, a total of eight sales staff and five ware house employees were used in the Samuel’s operation. A high level of product knowledge was required of the staff so that they could clearly explain and demonstrate product quality and features to customers.

A very important part of the promotional mix was incomplete however. The owners had not decided on what media to use in their introductory advertising campaign. Nor had they decided what media schedule or message content to use in positioning their new store in the minds of Canadian and American shoppers. To complicate matters even more, the Canadian exchange rate was beginning to weaken against the American dollar, and Elie, who was to manage Samuel’s, was worried that this would drive away the price-sensitive Canadian shopper.

Samuel’s had a $200 000 maximum advertising budget for their first year of operation. The owners knew from experience how quickly that could disappear. One weekend of heavy advertising on just BCTV, for example, could cost $4000. The budget would be spent very quickly if they chose a concentrated campaign. On the other hand, it could be spread out over the entire year with an intermittent campaign. Pulsating or flighting techniques could make the money last longer so that seasonal purchasing patterns could be exploited. Not enough advertising, however, and the whole campaign could fail and jeopardize the store’s launch— not to mention the colossal waste of money that would be incurred.

Some preliminary information had been collected on possible media sources that might be used in the ad campaign. A number of the media vehicles under consideration along with comments regarding some of their strengths and weaknesses corresponded to the following:

Television

Canadian stations covering all of British Columbia with some spillover of TV signal to the US:
BCTV 72*

CBUT 66 
CKVU
68

American station in Bellingham covering Whatcom County and Vancouver markets

*% of Vancouver market reached
KVOS 53 
Radio

CHQM-AM — older audience/easy listening format

CKNW-AM — older audience/news & talk show format

CKLG-AM — teenage and early 20s audience/rock station

All above are Canadian stations with limited spillover signal to the US.

KGMI-AM — older audience/news & talk show format, US station with limited spillover to

Vancouver market.

KISM-FM — adults aged 35+/soft rock & easy listening format, US station with extensive spillover signal to Vancouver market.

Newspapers

Vancouver Sun 

Vancouver Province 

These are daily papers covering all of British Columbia. Some limited regional edition media buys possible. No contract rates available for large buys because Samuel’s is an American-registered company.

The following are Community papers covering specific suburbs, all south of the Vancouver core. All of these are published one or two times per week (Mon—Thurs).

Delta Optimist

Surrey Leader

White Rock I 
Peace Arch News 
Langley Times

Richmond Review

Bellingham Herald — American community paper serving Whatcom County.

Case Questions:

1.
Congratulations! You have just been hired by Samuel Furniture to put together their media strategy.  Your job is to evaluate the different types of media available to the firm and suggest a strategic direction given their positioning strategy (do not be too concerned with going over budget a bit).  They would also like you to consider the appropriate type of communication schedule to adopt.  In addition to the promotional alternatives given in the case, would you suggest additional media alternatives.  Why or why not?  Explain.  

2.
There are four (4) broad types of message strategies an organization may select from.  Using case data to support your response, explain which specific message strategy(s) is most appropriate for Samuel’s Furniture.  Justify your response. 
