
more than $100 million in the
U.S.—back to incumbent Carat. It
called the review in part because the
simplicity effort did not translate
well outside of the U.S. but came
back to Carat because Philips liked
the agency’s renewed commitment
to global media “with high-quality
outreach geographically.” 

In the U.S., “Philips is in a unique
situation,” said Eric Plaskonos, direc-
tor-brand communications at Philips
North America. “We’re kind of rein-
troducing the Philips brand in a micro
way to see if it would have an effect.”
The plan is to study and dissect the re-

sults from the test markets, both cre-
ative and media, to determine the best
and most effective elements to build
into a broader U.S. push.

The campaign builds on the 2004
“Sense and Simplicity” push that
raised U.S. awareness from “nowhere
to double digits,” Mr. Plaskonos said.
According to Interbrand, Philips
climbed from No. 65 in its 2004 top-
100 ranking to No. 48 in 2006 and
gained more than $1 billion in brand
value in the past year.

The corporate push, however, is
somewhat counterintuitive, as it
comes at a time when many mar-
keters have abandoned umbrella ad-
vertising under the theory that con-
sumers aren’t interested in families of
brands. That is, will consumers really

care that Philips makes shavers, tooth-
brushes, baby products, defibrillators
and hospital imaging equipment?

HALO EFFECT
Mr. Plaskonos thinks they will. Once
consumers recognize the parent
Philips brand and its involvement in
the wide variety of health-care, med-
ical and technology fields, their pur-
chase intent, product interest and
quality perceptions increase across
the board by double digits, he said.

“As they see all these touch
points and connect them to Philips,
[consumers begin to think], ‘If they
make a great piece of $2.5 million
medical equipment, then I can pretty
much trust in them for a $39 shaver,’
” Mr. Plaskonos said. 

“If you’re just interested in mov-
ing product, [corporate branding] is
not important,” said Rob Enderle,
analyst with the Enderle Group.
“But if it’s a corporate objective to
raise the perceived value of the com-
pany, it’s certainly a worthwhile ef-
fort. … You could argue that GE and
other traditional parent brands get a
certain amount of cachet from the
brands that exist below them.”

Then there’s the halo effect of con-
sumers connecting the concept of
simplicity across all Philips products.
Analyst Mr. Magrani cited a personal
example of buying two stand-alone
CD writers, one from Philips that he
said was easy to use with a “beautiful
interface; built like it was from Ap-
ple.” The other was a Sony CD writer

that had too many buttons and was
“very difficult to use,” he said.

Ted Morris, senior VP of global
alliances at BrandIntel, said while
umbrella branding may not work for
everyone, it makes sense for compa-
nies that are already known for a col-
lection of brands. In the case of
Philips, which has a legacy of a
branded portfolio of products as well
as a reputation of quality, plus cut-
ting-edge and easy-to-use products,
it’s a good strategy.

“What Philips stands for can only
benefit the Sonicare and Norelco
brands. … there’s a clear synergy
there,” he said. “Smart marketers will
use the leverage points of their brands.
… If they don’t, they’re leaving value
on the table.”

Philips
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pany is “shipping 80% more product
today than we did a year ago.” And
that’s without any formal marketing.

Thanks to not only a preference for
customization but increasing audio
sophistication and the search for per-
sonal-listening comfort, the $417 mil-
lion headphone market today is ex-
ploding, particularly on the high end.

“Over the years, audio gear lost its
luster with consumers. Then the iPod
came along, and suddenly there was a
sanctuary for that thing in your life
called music,” said Tyll Hertsens,
CEO of Headroom, which reviews
and sells a wide range of headphone
brands. “People bought iPods based
on the cool factor or the convenience
factor, but now they’re discovering
well-reproduced music in their lives.
… There’s a trigger point that makes
them want better [headphones] than
they got out of the box.”

Suddenly, consumers were using
their ear gear more often and for
longer periods of time. They began to
realize the prepackaged headphones
were uncomfortable, low-quality
and, quite frankly, ugly.

“You see someone with an inter-
esting-looking headset, so you look

around, buy your own, and suddenly
you discover sound you weren’t
hearing. And you tell your friends,”
said Rob Enderle, analyst with Ender-
le Group.

According to NPD analyst Ross
Rubin, the portable-audio category,
made up primarily of headphones, is
the “only audio category seeing sig-
nificant growth in consumer elec-
tronics right now.” According to
NPD, stereo-headphones sales in the
U.S. last year jumped 30% over 2005
sales of $322 million; that’s on top of
an increase of 67% over 2004 sales of
$249 million. The average price of
headphones is also on the rise, accord-
ing to NPD, hitting a high average of
$23.22 for 2006, up from $21.30 and
$19.37 in 2005 and 2004, respectively.

Glance around any plane today
and you’ll see heads sporting familiar
audio-electronics names such as
Sony, Koss and Bose, but there are
also volumes more “new” brands.
Grado, Sennheiser, Shure and Ety-
motic Research have been around for
decades but were involved in corol-
lary fields, such as making micro-
phones and audio electronics for mu-
sicians and sound engineers
(Sennheiser and Shure); phono car-
tridges for studio and professional
sound systems (Grado); and even
technologies for hearing instrumen-

tation and the hearing-impaired (Et-
ymotic).

“If it wasn’t for the iPod and MP3
makers, none of us would be in this
business today,” said Katherine Ri-
ley, global advertising manager at
Shure. “This category of iPod acces-
sories didn’t exist 10 years ago.”

Shure began to notice something
was happening five or six years ago
when the company saw an increase
in sales of professional in-ear head-
phones. After talking to customers,
it discovered musicians were buying
them for their iPods. Shure decided
to jump on the opportunity and cre-
ated a modified set of its profession-
al earphones for iPod and MP3 buy-
ers. Marketed with only a modest
PR effort five years ago, sales still
“took off like wildfire,” Ms. Riley
said. 

“Old” brands such as Sony saw
what was happening and began up-
grading. Sony remains the overall
No. 1 unit and volume seller of head-
phones, with a product line that runs
the gamut of quality and price from
$6 to $700. 

“Truly there’s a headphone for
every customer—or the reverse, ac-
tually: There’s a customer for every
headphone,” said Andrew Bubala,
director-marketing for Sony’s per-
sonal-audio-accessories group. 

Sony began running its first cam-
paign focused on headphones last
year with a marketing push for its
noise-canceling variety; new execu-
tions are due this month. The Sony
work was done by Bagby and Co.,
Chicago, though the marketer has
since changed agencies to 180 and
BBDO. The effort helped Sony take
the top spot at retail for noise-cancel-
ing headphones for the first time in
2006, Mr. Bubala said. 

While he agreed that all seg-
ments of the headphone market are
growing, the $100-plus category and
noise-canceling segments are seeing
the greatest activity right now, he
said.  “If you think back to when mu-
sic players cost $40 or so, it was more
appropriate to spend $10 or $20 on
headphones,” he said. “But now
people spend $300 or $400 on a play-
er, and they’re stepping up head-
phone spending.” So while shoppers
can pick up Grado’s retro-look iGra-
do over-the-head cans—which use
the same high-end technology as its
more expensive models—for $49,
the bigger interest seems to be in the
more expensive sets. 

So why didn’t Apple leap on that?
One reason is cost. It requires exten-
sive audio expertise to create high-
quality headphones—hence the
proliferation of sound engineers in

the manufacturing business. It’s ex-
pensive to build from scratch or hire
the right people to do it—and doing
so could have added $50 to $100 to
the base iPod price. 

And while some consumers get
the value in better headphones, the
majority, at least until recently,
have willingly accepted the ear buds
that come with the iPod (which, by
the way, are far better then the ear
gear shipped with other portable
electronics, according to industry
insiders).

The other option for Apple to get
into the higher-end headphone mar-
ket would be to partner with an ex-
isting headgear maker, but as Mr.
Enderle said, “Apple doesn’t partner
well.”

That’s probably OK with the
headphone makers who continue on
their own to add more products and
technologies to headphones. What’s
emerging as the next big thing?
Wireless-enabled headphones that
can work as both music and phone
receivers. 

“What will be interesting is seeing
this carry over to the iPhone space,”
said Michael Gartenberg, Jupiter
Research analyst. “Those who have
or are replacing basic headphones
with ones with phone capability will
likely be a step ahead.”

Headphones
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GRADO
Undisclosed. Shipments 
up 80% from last year.

SENNHEISER BOSE ETYMOTIC RESEARCH
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BROOKLYN, N.Y.

1955

MARKETING
EXECUTIVE 

John Lazart, 
national sales director

Grado was founded by Joseph
Grado, who invented the stereo
moving-coil cartridge, and
originally sold speakers, turntables
and wooden tonearms. His nephew
John Grado took over in 1990, and
built on his uncle’s headphone
designs to create an entire line of
high-end consumer headphones. 

HISTORY

$402 MILLION 
(fiscal year 2005)

WEDEMARK, GERMANY

1945

Stephanie Reichert, VP-marketing
(of U.S. wholly-owned subsidiary)

The company was founded by Dr.
Fritz Sennheiser as an audio-
electronics shop in the late ’40s. Its
first consumer headphones
appeared in 1968. Sennheiser’s
professional microphones and
wireless transmission systems,
used mostly by musical artists, still
make up the bulk of its sales.

$1.8 BILLION
(2005)

FRAMINGHAM, MASS.

1964

Bob Maresca, 
president

Bose was founded by MIT
professor Amar Gopal Bose.
Bose’s first commercial speaker
bowed in 1968.  The company
builds professional audio
equipment,  although headphones,
along with other consumer
accessories, are now a major part
of its business.

$350 MILLION 
(2005)

NILES, ILL.

1925

Terri Hartman, director-global
brand communications

Sidney Shure and his brother began
creating microphones in the ’30s.
The company became a favorite
among musicians, journalists and
politicians (every president since
Lyndon B. Johnson has used a
Shure microphone at the lectern). It
established a personal-audio division
for consumer headphones in 2004.

Undisclosed

ELK GROVE VILLAGE, ILL.

1983

Gail Gudmundsen, 
director-sales and marketing

Founded by former hearing-aid-
microphone designer Mead Killion,
the company holds patents for
audiometry instrumentation,
infant-hearing screening, auditory
brainstem response and, of
course,hearing-aid amplifiers. It
has been selling in-the-ear
headphones since 1984.

SHURE

AD AGE MAIN 06-25-07 A 49 ADAGE  7/6/2007  12:23 PM  Page 1


