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PREFACE

viii

INTRODUCTION

No doubt about it, the field of marketing is really changing. The changes in the
practice of marketing management are dramatic and important, and call attention
to a number of organizational issues in today’s business milieu that differ from the
past. In general, marketing management today is:

« Very strategic—customer centricity is now a core organizational value.

+ Heavily enabled by technology and data.

- Focused on facilitating value for the customer.

« Concerned with internal alignment of people, processes, systems, and
strategies to effectively compete through a customer focus.

+ Accountable to top management through diligent attention to metrics and
measurement.

« Oriented toward service as the driver of product.

- Focused on a long-term customer relationship—centered understanding of
the need to develop deep commitments from current profitable customers
while also cultivating new ones.

« “Owned”by everybody in the firm, to one degree or another.
+ Critically committed to exhibiting the utmost ethical behavior in all dealings.

In contrast, marketing management in the past has been:

« Much less strategic in nature.

« Very 4Ps oriented—more tactical.

+ Less relationship-centered, thus focused on shorter time horizon decision
making.

+ Less focused on the ability to consistently deliver value for the customer.

« Oriented toward product as the core deliverable.

« Done by marketing departments.

« Much less accountable to upper management in terms of measurement of
marketing success.

WHY WE WROTE THIS BOOK

Given the dramatic changes in the field of marketing, it is a sure bet that the job
of leading and managing marketing’s contributions to the organization and its
customers, clients, partners, and society at large has changed at a concurrent level.
Yet, the typical marketing management book on the market today does not effec-
tively capture and communicate to students how marketing management is really
practiced in the 21st century world of business. Clearly, it is time for an updated
approach to teaching and learning within the field. This book is designed to fulfill
that need.

We hear it from colleagues all the time—the complaint that the book they are
using in their marketing management course “doesn’t say what I believe the stu-
dents need to hear” or that it “is too simplistic—like a marketing principles book”
or that it “doesn’t match what my MBAs actually do on the job” or that it “reads
like an encyclopedia of marketing” or that it “has too much about everything and
not enough focus on anything.” During the development process for this book,



we heard comments like these and others from hundreds of colleagues in focus
groups, in written reviewer comments, and in numerous conversations around
the world about the course. As a result, we became convinced that such com-
ments truly are pervasive among instructors who teach marketing management,
whether as the introductory MBA course, capstone undergraduate course, or first
focal course after the undergraduate marketing principles course. Many market-
ing management instructors are looking for a book that is:

«  Written for today’s students in an up-to-date, user-friendly, yet professional
and thorough style.

« Able to strike an effective balance between presenting the new world order of
marketing at the strategic, operational, and tactical levels.

« A step up from the previous norm in terms of support materials for the
classroom.

Marshall/Johnston’s Marketing Management, 2e has taken great effort to repre-
sent marketing management the way it is actually practiced in successful organiza-
tions today. In our view, leading and managing the aspects of marketing to improve
individual, unit, and organizational performance—marketing management—is a
core business activity. Its relevance is not limited to just marketing departments or
marketing majors. And business students of all backgrounds should appreciate
the impact of effective marketing management on their own professional careers
as well on as the overall success of their organizations. Bottom line, the ability to
do great marketing management is relevant to everyone in a firm.

The content of the book reflects the major trends in the managerial practice of
marketing, and the pedagogy is crafted around learning and teaching preferences in
today’s classroom. Above all, it is written in a style that is appealing for both stu-
dents and instructors so that students will actually enjoy reading the material and
instructors will be proud to teach from it and confident about presenting its up-to-
date, professional, and thorough approach to their courses.

STRUCTURE OF THE BOOK

Marshall/Johnston’s Marketing Management, 2e has six major parts, reflective of
the logical sequence of building blocks for the course.

- Part One: Discover Marketing Management. In this part, students gain
an understanding of the dynamics of the field. Significant attention is paid
to framing the importance of studying marketing to future success as a
manager. To kick off the marketing planning theme early in the course,
Part One includes comprehensive coverage of this aspect along with an
example marketing plan.

- Part Two: Use Information to Drive Marketing Decisions. It has often
been said that information is the fuel that fires the engine of marketing
management decision making. With this in mind, Part Two focuses on
effective management of information to better understand customers, both
in the consumer and business marketplaces. Effective segmentation, target
marketing, and positioning are at the core of successful marketing and
this part provides a modern managerial treatment of these critical topics,
including connecting CRM capabilities with other relevant competencies and
capabilities of successful marketers.

« Part Three: Develop the Value Offering—The Product Experience. This
“product suite” of chapters presents a coherent and comprehensive
drill-down into today’s world of product strategy, branding, and
new-product development. Reflective of the notion that service is a key
driver of product success, we devote a separate chapter to making
important links between service and the overall offering.



« Part Four: Price and Deliver the Value Offering. Part Four begins with a
fresh, managerially relevant treatment of pricing decision making followed
by an integrative approach to the multitude of modes at a manager’s
disposal today by which an offering can be made available to customers
through channels and points of interface.

- Part Five: Communicate the Value Offering through the Elements
of Integrated Marketing Communications. With the rise of social media
and the dramatic changes in the deployment of marketing communications,
this new “marketing communications suite” of chapters has been created
for Marketing Management, 2e to best feature the array of new-age and
traditional marketing communication vehicles available to managers.

- Part Six: Bring It All Together—Global and Performance Dimensions.
Global marketplace issues are presented based on the idea that today,
truly all marketing is global. The final chapter in the book is unique in
marketing management books, in that it is the first of its kind to focus on
comprehensive approaches to selecting and executing marketing metrics
for decision making. As such, it is useful as a resource chapter for numerous
other topics in the course including the development of a marketing plan.



EY FEATURES OF THE BOOK

10 ETHICAL DIMENSION 3

The Source of the Click

Internet ad spending is currently $100 billion and is pro-
jected to reach more than $160 billion by 2016. The pay
structure has evolved along two distinct lines. About half
of all Internet ads are priced based on the number of peo-
ple viewing the ad, similar to traditional television adver
tising. The other model for Interet advertising charges
by the click. If someone views an ad and then chooses o
click on the ad through to the advertiser, the advertiser
pays a fee ranging from a few pennies to $20. A critical

that generate false clcks. The process works lke this. First,
ABC Company contracts with Google or Yahoo to adver-
tise on the Internet and negotiates the fee ABC will pay
for each click from an ABC ad to the company website.
Second, Google or Yahoo displays the ad on legitimate
websites but also sends the ad to domain parking web-
sites. Third, these sites distribute the ads to parked web-
sites that are often just lists of ads. Fourth, the owner of
the parked website sends out a lst of sites to individu-
als known collectively as “paid-to-read groups” These
individuals role is to click on ads for which they receive
a small payment. Finally, Google or Yahoo charges ABC
Company for the click, then shares part of the revenue
with the domain parking website, which shares it with

ETHICAL
DIMENSION

Reflective of the centrality of ethical
practices to marketing management,

assumption i the click’s
resent someone actively seeking information from the
advertisers site.

Two companies control the vast majority of Internet

he
Adding to the|

At the broadest conceptual level, members of society at large can be viewed as
a stakeholder for marketing, a concept called societal marketing. As one exam-

each chapter includes a real-world

ad placements—Yahoo and Google. While Google and any Wrongdoing

Vahoo generate most of their revenue on legitimate  However, both hl

websites, they also send ads to affiiated sites, known s With advertisers

“domain parking websites? which are basically adverts. _ thelr business md

ing sites with very ltle content. Publicly they state these.

sites provide a useful service by directing Internet surfers
H

ple, the concept of environmentally friendly marketing, or green marketing, has
been a growing trend in socially i jes. Today the has
evolved into a part of the philosophical and strategic core of many firms under
the label sustainability, which refers to business practices that meet humanity’s
needs without harming future generations." Sustainability practices have helped
socially responsible organizations incorporate doing well by doing good into their
overarching business models so that both the success of the firm and the success
of society at large are sustained over the long term. Ethical Dimension 1 takes a
look at environmentally friendly marketing at several firms.

Ethical Persp
10 express concern that some of these sites may actually 1. Advertisers]
be generating ilegitimate clicks, clicks by individuals advertising
(or other computers) who are not legitimate potential number of
customers. not accurate
Click fraud, estimated at more than $1 billion, has 3 Google and
become a big issue for many Internet advertisers.
Websites with names such as “insurance1472.com" are
dummy and Eastern Europe

:::.E!;:{rr “Purpose Marketing, or"Pro-Social Marketing,'is growing as a marketing strategy.
This growing popularity can be attributed to an increasing number of consum-
ers who say what a company stands for influences their purchasing decisions.
Companies, such as Panera Bread, must communicate their core values through
their use of the marketing mix. Panera is known for its quick serve restaurants, but
it's also charitable, actively working with other organizations including Feeding
America. In order to create awareness of its social consciousness, Panera launched
its “Live consciously. Eat deliciously” campaign. The initiative will have a signifi-
cant presence on social media sites, including Facebook and Twitter, exposing this
new positioning to millions of fans. Purpose marketing with this type of sincerity
has the potential to appeal to consumers on an emotional level and further drive
customer loyalty. This trend moves marketing beyond push brand messaging and
instead engages consumers in a much more meaningful way."

growth in a community. In Mexico City, dri
days during the week

for agricultural irrigation, cal

nfluence marketers as they
anufactured. For example, e
investing billions to identify and develop m|

Political/Legal Environment Politcal
environment significantly affect company)
industry. In 2003, the National Do Not C:
inrusive elemarketing call, by regiseing
telemarketing calls. Telemarketing compar i
gl s o Value and Exchange Are Core Marketing Concepts
companies were forced T
Local, state, and federal legisiatures p
than ever before. In addition, government
ing business activity. During the 1990 the
actively pursued several antitrust actions,

the various topics within this book, the idea of value as
a core concept in marketing will be a central theme. From a customer’s perspec-
tive, we define value as a ratio of the bundle of benefits a customer receives from
an offering compared to the costs incurred by the customer in acquiring that bun-
dle of benefits.'* Another central tenet of marketing is the concept of exchange, in
which a person gives up something of value to them for something else they desire
to have.” Usually an exchange is facilitated by money, but not always. Sometimes
people trade or barter nonmonetary resources such as time, skill, expertise, intel-
lectual capital, and other things of value for something else they want. For any

72 PARTTWO  Uselinformation to Drives Marketing Decision

example of business ethics related to
chapter material. These lively boxed
features highlight how ethical issues
permeate every marketing decision.

POP-OUT
EXAMPLES

Each chapter contains numerous pop-
out examples so that students can
immediately connect chapter content

to real-world application.

MANAGEMENT
DECISION CASE

At the end of each chapter is a case drawn from the busi-
ness headlines. Students are engaged by the currency of
the problem and asked to develop solutions using chap-
ter material. The cases are just the right size for today’s
classroom use—not too short but not too long!

MANAGEMENT DECISION CASE:
Using Information to Target Customers Who Do Not Know

They Are Being Targeted

In late 2013, Target Corporation, one of the biggest
retail organizations in America, announced one of the
largest data security breaches in history, with tens of
millions of credit cards compromised by system hack-
ers. This case focuses on another interesting but less
publicized event from the same time frame.

“If we wanted to figure out if a customer is pregnant,
even if she didn't want us to know, can you do that?"
This question is emblematic of similar questions that
are asked in companies all over the world in an effort
to more specifically identify customers for increased
sales opportunities. In this case, the Target brass were
hoping to identify buying patterns of their female cus-
tomers that would allow for effective promotion of
specific products such as maternity and baby items. As
Target has learned, customer buying patterns are rep-
resentative of their ife stage and to the extent that an
organization can identify those lfe stages through data

ini i ion analysis, greater -

nities are possible.

Target is one of many companies that have discov-
ered the benefits of “big data” and *business analyt-
ics? As individuals buy items, whether it is online or

if Target was encouraging his daughter to get pregnant,
the store manager apologized profusely for Target’s
home office’s action. A few days later the store manager
phoned the customer to apologize again and leamed
the customer's daughter was actually pregnant, a fact
that was revealed after the father returned from the
store and spoke with her.

As enhanced computer processing power
becomes more prevalent and more people are
trained in the science and art of business analytics,
there is no question that companies will utilize these
data to increase company performance. In fact, Tar-
get Corporation’s total revenues rose from $44 bil-
lion in 2002 to over $70 billion in 2013, an increase
attributed to Target's heightened focus on items and
categories that appeal to specific segments such as
mom and baby? However, the ability for companies.
to analyze big data with sophisticated techniques is
not without some risk, and given Target's highly pub-
licized security breach in late 2013 Target must be
highly sensitive to the issue. The key is to balance the
need ensure security and at the same time use data
to enhance organizational success.

MARKETING PLAN EXERCISE

ACTIVITY 3: Identify Critical Information

This exercise asks you to identify the critical information needed to create the mar-
keting plan. In that regard it is important to evaluate existing information (internal
inside and secondary data) as well as new information gathered through primary
research. This assignment includes:

1. Catalog internal sources of information available to you inside the organization
and what information you will receive from each source.

2. Identify secondary data sources and the specific information you need from
each source.
a. List sources.
b. Date.
c. Assess the relevance of the data to the project.

3. List primary data needs to create the marketing plan. Then develop the specific
instruments (focus group questions, surveys) that you will use later in the mar-
keting plan.

MARKETING PLAN EXERCISE

Each chapter connects that chapter’s key content to a
semester-long marketing plan project activity. Marshall /
Johnston’s Marketing Management, 2e is the only market-
ing management book to effectively thread a marketing
planning focus throughout the textbook itself. Whether
or not a semester marketing plan project is used by the
instructor, the marketing plan exercise feature does a
great job of tying together important planning concepts
for students in a methodical, stepwise manner.
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GLOSSARY OF TERMS

A complete glossary of key terms and definitions is provided at the end of the
book. The glossary serves as an important reference as well as a handy study aid
for students preparing for exams.

OTHER FEATURES IN EACH CHAPTER

« Learning objectives: These set the stage at the beginning of the chapter
for what students will achieve by reading and studying the chapter. Each
objective reappears in the margin at the relevant point in the chapter so
students can track their progress.

« Summary: At the end of each chapter, a summary reminds students of the
highlighted topics.

« Key terms: Terms are bolded throughout the chapter and connected with
definitions in the Glossary.

« Application questions: These engaging questions at the end of each chapter
are designed to direct students’ thinking about the topics to the next level of
application. Throughout the book all of these questions have been specially
designed to simulate managerial decision making.

SUPPLEMENT PACKAGE

Marshall/Johnston’s Marketing Management, 2e is committed to having the best
supplement package in the marketing management textbook arena.

Connect

Connect is an all-digital teaching and learning environment designed from the
ground up to work with the way instructors and students think, teach, and learn.
As a digital teaching, assignment, and assessment platform, Connect strengthens
the link among faculty, students, and coursework, helping everyone accomplish
more in less time.

LearnSmart

The smartest way to get from Bto A

LearnSmart is the most widely used and intelligent adaptive learning resource.
It is proven to strengthen memory recall, improve course retention, and boost
grades by distinguishing between what students know and what they don’t know,
and honing in on the concepts that they are most likely to forget. LearnSmart con-
tinuously adapts to each student’s needs by building an individual learning path.
As a result, students study smarter and retain more knowledge.

SmartBook

A revolution in learning

Fueled by LearnSmart, SmartBook is the first and only adaptive reading experi-
ence available today. SmartBook personalizes content for each student in a con-
tinuously adapting reading experience. Reading is no longer a passive and linear
experience, but an engaging and dynamic one where students are more likely to
master and retain important concepts, coming to class better prepared.



Practice Marketing

McGraw-Hill’s Practice Marketing is a 3D, online, multiplayer game that enables
students to gain practical experience by applying the skills they learn in a highly
interactive and engaging environment. Using the knowledge built on their course,
students become the marketing manager for a company entering the backpack
market. By making decisions and seeing the results, players get feedback on their
actions and learn by doing. Practice Marketing is the first in this series of new dig-
ital products from McGraw-Hill. Contact your local rep for more details.

Create

Instructors can now tailor their teaching resources to match the way they teach!
With McGraw-Hill Create, www.mcgrawhillcreate.com, instructors can easily
rearrange chapters, combine material from other content sources, and quickly
upload and integrate their own content-like course syllabi or teaching notes. Find
the right content in Create by searching through thousands of leading McGraw-
Hill textbooks. Arrange the material to fit your teaching style. Order a Create book
and receive a complimentary print review copy in 3-5 business days or a compli-
mentary electronic review copy (echo) via e-mail within one hour. Go to www.
mcgrawhillcreate.com today and register.

Tegrity Campus

Tegrity makes class time available 24/7 by automatically capturing every lec-
ture in a searchable format for students to review when they study and complete
assignments. With a simple one-click start-and-stop process, you capture all com-
puter screens and corresponding audio. Students can replay any part of any class
with easy-to-use browser-based viewing on a PC or Mac. Educators know that
the more students can see, hear, and experience class resources, the better they
learn. In fact, studies prove it. With patented Tegrity “search anything” technol-
ogy, students instantly recall key class moments for replay online or on iPods
and mobile devices. Instructors can help turn all their students’ study time into
learning moments immediately supported by their lecture. To learn more about
Tegrity, watch a two-minute Flash demo at http://tegritycampus.mhhe.com.

Blackboard® Partnership

McGraw-Hill Education and Blackboard have teamed up to simplify your life.
Now you and your students can access Connect and Create right from within
your Blackboard course—all with one single sign-on. The grade books are seam-
less, so when a student completes an integrated Connect assignment, the grade for
that assignment automatically (and instantly) feeds your Blackboard grade center.
Learn more at www.domorenow.com.

McGraw-Hill Campus™

McGraw-Hill Campus is a new one-stop teaching and learning experience avail-
able to users of any learning management system. This institutional service
allows faculty and students to enjoy single sign-on (SSO) access to all McGraw-
Hill Higher Education materials, including the award-winning McGraw-Hill
Connect platform, from directly within the institution’s website. With McGraw-
Hill Campus, faculty receive instant access to teaching materials (e.g., ebooks, test
banks, PowerPoint slides, animations, learning objects, etc.), allowing them to
browse, search, and use any instructor ancillary content in our vast library at no
additional cost to instructor or students. In addition, students enjoy SSO access
to a variety of free content (e.g., quizzes, flash cards, narrated presentations, etc.)
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and subscription-based products (e.g., McGraw-Hill Connect). With McGraw-
Hill Campus enabled, faculty and students will never need to create another
account to access McGraw-Hill products and services. Learn more at www
.mhcampus.com.

LEARNING OBJECTIVES

[XoJ: 24l Describe the difference between market information systems

and market research systems.

[XeJ: 24 Identify how critical internal (inside the firm) information is collected

and used in making marketing decisions.

Assurance of Learning Ready

Assurance of learning is an important element of many accredita-
tion standards. Marshall/Johnston’s Marketing Management, 2e is
designed specifically to support your assurance of learning initia-
tives. As mentioned earlier, each chapter in the book begins with

IEEEY xplain essential external (outside the firm) information colection a list of learning objectives, which are then addressed through-

methods.

(o) 353 Recognize the value of market research and its role in marketing.

[LeJ- 53 Define the market research process.

out the chapter as well as in the end-of-chapter problems and
exercises. Every test bank question is also linked to one of these

ITE Hustrate current research technologies and how they are used in objectives and indicates level of difficulty, topic area, Bloom’s

market research.

Taxonomy level, and AACSB skill area. EZ Test, McGraw-Hill’s

easy-to-use test bank software, can search the test bank by these

and other categories, providing an engine for targeted Assurance
of Learning analysis and assessment.

AACSB Statement

The McGraw-Hill Companies is a proud corporate member of AACSB Inter-
national. Understanding the importance and value of AACSB accreditation,
Marshall/Johnston’s Marketing Management, 2e has recognized the curricula
guidelines detailed in the AACSB standards for business accreditation by connect-
ing selected questions in the test bank to the general knowledge and skill guide-
lines found in the AACSB standards.

The statements contained in Marshall/Johnston’s Marketing Management, 2e are
provided only as a guide for the users of this text. The AACSB leaves content cov-
erage and assessment within the purview of individual schools, the mission of the
school, and the faculty. While Marshall/Johnston’s Marketing Management, 2e and
the teaching package make no claim of any specific AACSB qualification or evalu-
ation, we have labeled selected questions according to the six general knowledge
and skills areas.

McGraw-Hill Customer Experience Group
Contact Information

At McGraw-Hill, we understand that getting the most from new technology can
be challenging. That’s why our services don’t stop after you purchase our prod-
ucts. You can e-mail our Product Specialists 24 hours a day to get product training
online. Or you can search our knowledge bank of Frequently Asked Questions
on our support website. For Customer Support, call 800-331-5094, e-mail
mhsupport@mcgraw-hill.com, or visit www.mhhe.com/support. One of our
Technical Support Analysts will be able to assist you in a timely fashion.

ONLINE LEARNING

CENTER

Students using Marshall/Johnston’s
Marketing Management, 2e will have

s access to resources located on the

R AT A T A T Online Learning Center, including

Chapter Quizzes.

Xiv



CONCLUSION

Our overarching goal is to provide a marketing management book that truly cap-
tures the managerial practice of marketing in a way that is fully relevant to today’s
business students, professors, and managers. As stated earlier, we strongly believe
that leading and managing the aspects of marketing to improve individual, unit,
and organizational performance—marketing management—is a core business
activity that is relevant to any MBA or undergraduate business student, regard-
less of his or her functional area of focus. At the end of the course, we want this
book to allow marketing management instructors to have accomplished these key
objectives:

« Clearly bring knowledge leadership in managerial aspects of marketing
into the classroom, especially focusing on marketing management decision
making in this new era of marketing.

« At the same time, cover the core areas of day-to-day management of
marketing functions, but with a focus always on application and managerial
decision making—not just basic “principles.”

+ Integrate the following themes as systematic focal areas of the course
experience: marketing planning, leadership, metrics, value, customer
centricity, globalization, ethics, technology and data-driven marketing, and
marketing’s interface with other business functions.

« Speak to today’s students in an up-to-date, user-friendly, yet professional and
thorough writing style with vivid examples of actual marketing managers and
leaders doing their jobs and making decisions about marketing problems and
opportunities.

- Offer a state-of-the-art supplement package that enhances instructional
effectiveness and the student’s learning experience.
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CHAPTER 01

Marketing
in Today’s
Business Milieu

LEARNING OBJECTIVES

(Mo R BV |dentify typical misconceptions about marketing, why they persist,
and the resulting challenges for marketing management.

(Mo R EVE Define what marketing and marketing management really are and
how they contribute to a firm'’s success.

(Mol B Appreciate how marketing has evolved from its early roots to be
practiced as it is today.

(Mo R B3 Recognize the impact of key change drivers on the future of
marketing.




WELCOME TO MARKETING MANAGEMENT

Welcome to the world of marketing management! Now is a great time to be
studying about marketing. In fact, marketing as a field of study has much to offer
everyone, regardless of whether or not the word “marketing” appears in their job
title. Whether your interest and training are in engineering, accounting, finance,
information technology, or fields outside business, marketing is relevant to you.
You can be confident that, when finished with this course about marketing man-
agement, you will emerge with a set of knowledge and skills that will not only
enhance your personal effectiveness as a leader and manager regardless of area of
responsibility or job title, but will also positively impact the performance of your
work group and firm. Mastering great marketing is useful for anyone!

Despite the strong case for the value of learning about marketing, market-
ing is often misunderstood for a variety of reasons. So before we go any further,
let’s start by clearing the air. Before you learn about great marketing and how to
successfully manage it, it is important to address some misconceptions and ste-
reotypes about marketing. Getting these out in the open will give you the oppor-
tunity to challenge your own perceptions of the field. After this section, attention
will quickly turn from marketing misconceptions to marketing realities in today’s
business milieu.

MARKETING MISCONCEPTIONS

When you think of marketing, what sorts of ideas and images initially come to
mind? Close your eyes and think about the essence of the word. What images flow
in? The images will vary depending on your age, your professional background,
and whether you have worked in some aspect of the marketing field. Here is a
short list of perceptions commonly conjured up about marketing;:

+ Catchy and entertaining advertisements—or perhaps the opposite, incessant
and boring advertisements.

+ Pushy salespeople trying to persuade someone to buy it right now.

+ Incessant SPAM in your e-mail inbox and unwelcome solicitations on your
smartphone.

- Famous brands and their celebrity spokespeople, such as Nike's athlete
endorsers.

« Product claims that turn out to be overstated or just plain false, causing doubt
about the trustworthiness of a company.

« Marketing departments “own” an organization’s marketing initiative.

Exhibit 1.1 expands on the common stereotypes and misconceptions about
marketing.

Behind the Misconceptions

Several important factors have contributed to the development of these miscon-
ceptions: marketing’s inherent visibility and its tendency toward buzzwords and
Ilspin'll

Marketing Is Highly Visible by Nature Unlike most other key areas of busi-
ness, marketing as a field is highly public and readily visible outside the confines
of the internal business operation. Think of it this way: Most aspects of financial
management, accounting, information technology, production, operations man-
agement, and human resource management take place behind the curtain of an
organization, out of the general public’s sight. But marketing is very different. A
good portion of marketing is very public. Marketing is seen through the web page

Identify typical misconcep-
tions about marketing, why
they persist, and the result-
ing challenges for marketing
management.
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EXHIBIT 1.1 | Marketing Misconceptions: What Marketing Is Not

MISCONCEPTION NO. 1: Marketing is all about
advertising.

THE REALITY: Advertising is just one way that
marketing is communicated to potential customers.
Advertising is highly visible to the general public, so
many people naturally think of advertising when they
think of marketing. A famous axiom: Good advertising
makes a bad product fail faster.

MISCONCEPTION NO. 2: Marketing is all about
selling.

THE REALITY: The general public also experiences
a lot of selling. Much of this day-to-day selling is in
retail store environments. Selling, or more correctly
“personal selling,” is simply another method of
marketing communication. Marketers have to decide
on a mix of marketing communication approaches
that (in addition to advertising and personal selling)
might also include public relations/publicity, sales
promotion, and direct marketing. Later chapters
discuss how and when each might be most effective in
communicating the message.

MISCONCEPTION NO. 3: Marketing is all about the
sizzle.

THE REALITY: Yes, some aspects of marketing are
inherently fun and glitzy. Hiring Tiger Woods as a
celebrity spokesperson had to be a real thrill for
everybody at Nike, not to mention the pleasure and
fun it gave Nike fans. But marketing also has aspects
that involve sophisticated research, detailed analysis,
careful decision making, and thoughtful development
of strategies and plans. For many organizations,
marketing represents a major investment and firms are
naturally reluctant to invest major resources without a
reasonable level of assurance of a satisfactory payback.

MISCONCEPTION NO. 4: Marketing is inherently
unethical and harmful to society.

THE REALITY: Marketing is no more inherently
unethical than other business areas. The accounting
scandals at Enron, WorldCom, and other firms in the
early 2000s show that to be true. However, when some
element of marketing proves to be unethical (or even
illegal), it tends to be visible to the general public.
Untrue advertising claims, arm-twisting sales tactics,
and nonenvironmentally friendly product packaging
are a few very visible examples of marketing not
behaving at its best.

MISCONCEPTION NO. 5: Only marketers market.

THE REALITY: Everybody does marketing. Everybody
has a stake in the success of marketing. Regardless
of your position in a firm or job title, learning how to
do great marketing is a key professional asset. People
with strong marketing skills achieve greater success—
both on the job and off. If you've never thought of
yourself in the context of being a“personal brand” that
needs to be effectively communicated, just consider
how useful such an approach could be in job seeking
or positioning yourself for a promotion.

MISCONCEPTION NO. 6: Marketing is just another
cost center in a firm.

THE REALITY: The mind-set that marketing is a cost,
rather than an investment, is deadly in a firm because
costs are inherently to be reduced or avoided. When
management doesn’t view marketing as earning
its keep—that is, marketing being able to pay back
its investment over the long term—it becomes
very easy for firms to suboptimize their success in
the long run by avoiding investment in brand and
product development in favor of cutting costs. This
is the classic argument that successful firms must
simultaneously monitor costs to ensure short-
term financial performance while also investing in
marketing to ensure long-term competitive strength.

4
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that stimulates interest in seeking more product information, the (hopefully) good
service received from the salesperson representing a firm’s products, the enjoy-
ment and interest generated from a clever advertisement on Super Bowl Sunday,
or the well-stocked shelves at the neighborhood Target Store.

Of all the business fields, marketing is almost certainly the most visible to peo-
ple outside the organization. While other fields also have negative stereotypical
images (think accountants with green eyeshades or IT computer geeks), you'd be
hard pressed to identify another business field about which nearly everyone has
formed a deeply held set of images and opinions or about which nearly everybody
thinks they know enough to confidently offer advice! Think about how many
times casual conversation in a social setting turns to something marketing related.
Have you ever had similar social exchanges about the ins and outs of financial
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management or the complexities of computerized production systems? Of course
not, but it seems almost anybody is comfortable talking (and tweeting!) about ele-
ments of marketing—from the week’s advertised specials at the supermarket to
this year’s fashion for kids heading back to school to the service received at a
favorite vacation hotel—marketing is a topic everyone can discuss!

Marketing strategies, including pricing strategies, are not easily changed once
established with the consumer. Penney (JCP) has faced difficulties since February
2012 when CEO Ron Johnson steered the retailer away from deep discounts, cou-
pons, and super sale advertisements, instead offering everyday low pricing (EDLP).
Johnson’s ultimate goal was to transition the department store into a specialty
store featuring in-store boutiques. However, customers did not respond favor-
ably. The company reported four consecutive quarters of net losses. By February
2013, JCP announced it would be adding sales to select merchandise again and by
late spring the same year Johnson was out as CEO, quickly followed by other top-
management changes. JCP has since shifted to displaying manufacturer sug-
gested retail pricing alongside its EDLP on select merchandise in order to educate
the customer on the value of its EDLP approach. JCP may have recognized that
its core customers were not ready for such a big change, and as a result it had
to evolve (or devolve) its strategy. The company’s challenge going forward is to
regain those customers lost to competitors.'

Why is the notion that marketing is visible and accessible to nearly everyone so
important to students of marketing management? The truth is, despite the fact that
much of marketing is easily observable to just about anyone, marketing as a pro-
fessional field worthy of serious study doesn’t always get the respect it deserves,
maybe in part because of its overexposure. The business functions of financial
management, operations, IT, and the rest seem to be viewed by many MBA and
undergraduate students (and also, unfortunately, by managers in many firms) as
the more “serious” parts of an enterprise—topics that are perceived as more con-
crete, more scientific, and more analytical than marketing, thus implying they are
topics worthy of more substantial investment in time, money, and other resources.
In the past, marketing has had few useful metrics or measures to gauge the perfor-
mance impact of a firm’s marketing investment, while other areas of the firm have
historically been much more driven by measurement of results. The old adage “if
it can’t be measured, it can’t be managed” has plagued marketing for years. This is
changing, and today measurement of marketing’s performance and contribution is
a focal point in many firms.? In fact, so many great marketing metrics are available
that we’ve included a whole chapter on the topic at the end of the book.

Marketing Is More Than Buzzwords Given the inherently transparent
nature of marketing and the prior lack of ways to effectively measure its impact
on a firm’s success, it should be no surprise that some managers consider market-
ing to be little more than a necessary evil—a cost they reluctantly have to incur.*
They’re not sure how marketing works, or even if marketing really does work, but
for competitive reasons—or maybe just because it’s always been done—they con-
tinue to invest large sums of money in its many facets including market research,
brand development, advertising, salespeople, public relations, and so forth. With
so much ambiguity historically surrounding the management and control of mar-
keting, a “flavor of the month” club mentality has developed around the field of
marketing, often promoted by consultants and authors looking to make a quick
buck by selling their latest and greatest ideas complete with their own catchy
buzzwords for the program.

Anyone who doubts the pervasiveness of quick-fix approaches to marketing
should visit a bookstore or online bookseller. Go to the business section and look
at the marketing titles. Among the buzzwords right in the book titles are such
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CHAPTER 01

5



Define what marketing and
marketing management
really are and how they con-
tribute to a firm’s success.
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gems as guerilla marketing, permission marketing, holistic marketing, marketing war-
fare, marketing rainmaking, buzz marketing, integrated marketing . . . the list goes on
and on. Although each of these approaches may provide a germ of usefulness, the
circus-like atmosphere surrounding the field has detracted from its position as a
respectable business function.

Beyond the Misconceptions and Toward the Reality
of Modern Marketing

Of course, buzzwords are just window dressing, and most popular press prescrip-
tion approaches to marketing don’t do much to improve the long-term performance
of an organization. Effective marketing management isn’t about buzzwords or
quick fixes. Nor is the essence of marketing really about the kinds of stereotypical
viewpoints identified earlier in this section. In today’s business milieu, marketing
is a central function and set of processes essential to any enterprise.” Moreover,
leading and managing the facets of marketing to improve individual, unit, and
organizational performance—marketing management—is a core business activity,
worthy of any student’s study and mastery.

Netflix was a leader in subscription streaming video content. New rivals have
been establishing themselves in this market, providing similar service, pricing,
and content. Netflix decided to use its favorable perception among families to
differentiate itself. In 2012, the company made an exclusive deal to be the home
for Disney’s new releases along with offering older content beginning in 2016. In
addition to licensing agreements, Netflix felt the pressure to create original con-
tent like rival streaming video producers, Amazon Prime and Hulu Plus. However,
in its transition to original content, Netflix aimed to own the under-12 viewer seg-
ment. Early in 2013 it announced plans to create a children’s series, Turbo: FA.S.T,
which would be a spin-off of the Dreamworks film Turbo. Netflix recognized its
appeal to parents as a service that provides endless hours of children’s enter-
tainment for an affordable monthly fee. Through its agreements with Disney and
Dreamworks, as well as its new original content, Netflix has the potential to posi-
tion itself as the go-to entertainment service for families with children.®

The chapters that follow lay the groundwork for developing the knowledge
and skills around marketing that will allow you to build a more successful career
as a leader and manager, regardless of department, area of specialization, level in
the organization, or job title. Is marketing relevant to you? You bet it is because
everyone in an organization does marketing in some way and must share owner-
ship of its success or failure.

Learning about marketing management is not just about reading a book or
taking a course, although dedication to these activities is a great starting point.
Instead, great marketing is a lifelong journey that requires dedication to continu-
ous learning and improvement of your knowledge and skills as a leader and man-
ager. It is in this spirit that we enthusiastically invite you to begin your journey
into the field of marketing management!

DEFINING MARKETING

Over 50 years ago, the late management guru Peter Drucker, often referred to as
the father of modern management, set the stage for defining contemporary mar-
keting and conceiving of its potential power. Consider this quote from Drucker,
circa 1954 (emphasis added):

If we want to know what a business is we have to start with its purpose. There is only
one valid definition of business purpose: to create a customer. It is the customer who
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determines what a business is. For it is the customer, and he alone, who through being
willing to pay for a good or service, converts economic resources into wealth, things
into goods. What the business thinks it produces is not of firstimportance—especially
not to the future of the business and its success. What the customer thinks he is buy-
ing, what he considers “value”is decisive. ... Because it is the [purpose of a business] to
create a customer, [the] business enterprise has two—and only two—business func-
tions: marketing and innovation.’

Consider the power of these ideas: a business built around the customer with
resources and processes aligned to maximize customer value. Within this context,
Drucker is not talking just about “marketing departments,” but rather marketing
in much broader terms. More on that distinction later. For now, consider this sub-
sequent quote from Drucker circa 1973:

Marketing is so basic that it cannot be considered a separate function (i.e., a sep-
arate skill or work) within the business . . . it is, first, a central dimension of the
entire business. It is the whole business . . . seen from the customer’s point of view.
Concern and responsibility for marketing must, therefore, permeate all areas of the
enterprise.®

Clearly, Peter Drucker was a man whose business philosophy was way ahead
of his time. Now fast forward to this decade. The American Marketing Association
offers the following as its official definition of marketing:

Marketing is the activity, set of institutions, and processes for creating, communicat-
ing, delivering, and exchanging offerings that have value for customers, clients, part-

ners, and society at large.

This definition is quite good because it

- Focuses on the more strategic aspects of marketing,

which positions marketing as a core contributor
to overall firm success.

« Recognizes marketing as an activity, set of insti-
tutions, and processes—that is, marketing is not
just a“department”in an organization.

- Shifts the areas of central focus of marketing
to value—creating, communicating, delivering,
and exchanging offerings of value to various
stakeholders.

Just who are the relevant stakeholders of marketing?
Marketing’s stakeholders include any person or entity
inside or outside a firm with whom marketing inter-
acts, impacts, and is impacted by. For example, internal
stakeholders—those inside a firm—include other organi-
zational units that marketing interacts with in the course
of business. Strong, productive relationships between
marketing and finance, accounting, production, quality
control, engineering, human resources, and many other
areas in a firm are necessary in order for a firm to do busi-
ness successfully.” The range of external stakeholders—
those outside a firm—is even broader and includes cus-
tomers, vendors, governmental bodies, labor unions,
and many others. One important challenge in marketing
management is deciding how to prioritize these internal
and external stakeholders in terms of their relevance and
importance to the firm."” Most firms place the customer
first, but a key question is: how do you decide which of
the others deserve the most attention?

Our natural
and the Wildliife Rabitat Council
Tew migh say it in our nature o do

ents] pretection,
ste Nanegement.

Think Green.

Green marketing isn't a theme one might expect to see Waste
Management, Inc., conveying, yet they have a powerful environmental

message.
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At the broadest conceptual level, members of society at large can be viewed as
a stakeholder for marketing, a concept called societal marketing. As one exam-
ple, the concept of environmentally friendly marketing, or green marketing, has
been a growing trend in socially responsible companies. Today the movement has
evolved into a part of the philosophical and strategic core of many firms under
the label sustainability, which refers to business practices that meet humanity’s
needs without harming future generations.! Sustainability practices have helped
socially responsible organizations incorporate doing well by doing good into their
overarching business models so that both the success of the firm and the success
of society at large are sustained over the long term. Ethical Dimension 1 takes a
look at environmentally friendly marketing at several firms.

“Purpose marketing,” or “pro-social marketing,”is growing as a marketing strategy.
This growing popularity can be attributed to an increasing number of consum-
ers who say what a company stands for influences their purchasing decisions.
Companies such as Panera Bread must communicate their core values through
their use of the marketing mix. Panera is known for its quick-serve restaurants, but
it's also charitable, actively working with other organizations including Feeding
America. In order to create awareness of its social consciousness, Panera launched
its “Live consciously. Eat deliciously” campaign. The initiative will have a signifi-
cant presence on social media sites, including Facebook and Twitter, exposing this
new positioning to millions of fans. Purpose marketing with this type of sincerity
has the potential to appeal to consumers on an emotional level and further drive
customer loyalty. This trend moves marketing beyond push brand messaging and
instead engages consumers in a much more meaningful way. '

Value and Exchange Are Core Marketing Concepts

Throughout the various topics encompassed within this book, the idea of value as
a core concept in marketing will be a central theme. From a customer’s perspec-
tive, we define value as a ratio of the bundle of benefits a customer receives from
an offering compared to the costs incurred by the customer in acquiring that bun-
dle of benefits."® Another central tenet of marketing is the concept of exchange, in
which a person gives up something of value to them for something else they desire
to have.™ Usually an exchange is facilitated by money, but not always. Sometimes
people trade or barter nonmonetary resources such as time, skill, expertise, intel-
lectual capital, and other things of value for something else they want. For any
exchange to take place, the following five conditions must be present:

. There must be at least two parties.

. Each party has something that might be of value to the other party.

. Each party is capable of communication and delivery.

. Each party is free to accept or reject the exchange offer.

. Each party believes it is appropriate or desirable to deal with the other party.

v h W N =

Just because these conditions exist does not guarantee that an exchange will
take place. The parties must come to an agreement that results in both being better
off, hence the phrase in the AMA definition of marketing “. . . exchanging offer-
ings that have value . . . (emphasis added).” Value implies that both parties win
from the exchange.

Coca-Cola made new investments in its Simply Orange product line in order to
provide a premium product for consumers. There has been an increasing trend
in consumer behavior toward healthier eating (and drinking). In fact, the market
for “still” beverages, including juices, has been outpacing the growth of sparkling
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@ ETHICAL DIMENSION 1

The Green Product Challenge

Environmental awareness coupled with a sense of social
responsibility is leading many companies to assess their
environmental policies and business practices. Some
companies such as General Electric are developing envi-
ronmentally sensitive products while others such as
Starbucks have adopted tough recycling programs that
minimize environmental waste. Companies worldwide
acknowledge a concern for the environment, seek to
minimize environmental damage, and commit resources
to their environmental programs.

One challenge for manufacturers around the world is
to transform environmentally harmful products into envi-
ronmentally friendly products. In some industries, making
products more environmentally safe has been relatively
straightforward. For instance, air conditioner manufac-
turers moved from the refrigerant known by the brand
name Freon to a more environmental friendly product,
Puron, that reduced chlorine emissions and depletion of
the ozone layer.

In other situations, it is more difficult to create environ-
mentally sensitive products. Consider Nike, a company
that built its running shoe business through outstanding
products and creative marketing communications. A key
product feature for Nike has been a small pocket of air
in its Nike Air shoes. The extra cushion was a significant
product innovation when it was introduced and proved
to be a major market differentiator for the company.
However, the pocket of “air” was not just air; it also con-
tained a small amount of sulfur hexafluoride, or SF6, a gas
that damages the ozone layer.

In the early 1990s, questions about Nike's use of SF6
gas became public. While the Nike air cushion was a key
factor in the company’s success, Nike realized that con-
tinued use of SF6 posed an environmental problem.

Unfortunately, replacing SF6 with a solution that mini-
mized environmental damage while providing the same
product benefits (long-lasting cushion and support)
proved challenging.

After millions of dollars and almost two decades, a
team of 60 Nike engineers replaced the old product with
a new, greener solution using sophisticated manufactur-
ing techniques to replace the SR6 with nitrogen. The Air-
Max was the first shoe to incorporate the new technology.
Interestingly, the new shoe actually increases comfort
and weighs less than older models, making the environ-
mentally sensitive solution the best business solution as
well. Nike's focus on product performance and techni-
cal innovation created a better, environmentally friendly
product that is successful in the marketplace.

As part of the product development process, Nike
kept environmental groups informed of the progress.
Although there were tensions as the process took longer
than anyone planned, the communication between Nike
and stakeholders helped minimize long-term negative
publicity. The challenge for marketers is finding the right
balance between consumer demand and environmental
stewardship."”

Ethical Perspective

1. Nike: How would you prioritize what are often
two conflicting demands: consumer product per-
formance expectations and the demand for eco-
friendly products?

2. Consumers: Would you choose a Nike shoe that
provided less comfort but was more environmen-
tally friendly? Would you pay a premium for an
environmentally friendly Nike shoe?

3. Environmental groups: Nike took almost two
decades to create a new sole for its air cushion;
would you allow a company that much time to
deal with an environmentally damaging product?

drinks in recent years. In order to develop its production in a growing beverage
market, Coca-Cola is tackling the external variables that affect making juice. By
using very sophisticated satellite and statistical models applied to securing a con-
stant high-quality inflow of raw materials, Coke is able to provide its customers
a standardized, 100% not-from-concentrate orange juice year-round. Bob Cross,
the architect of Coke’s juice algorithm (called the Black Book), said the program
“...requires analyzing up to 1 quintillion decision variables to consistently deliver
the optimal blend, despite the whims of Mother Nature.” In addition, it includes
information about the 600 flavors that are contained in an orange, as well as con-
sumer preferences. As the juice is being bottled, “blend technicians” follow the
recipe from the Black Book, even adding the natural flavors and fragrances that

were lost in processing.'®
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