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preface

MARKETING IN A CHANGING
ENVIRONMENT

The importance of marketing has continued to increase as dynamic changes in the environ-
ment evolve. As students prepare for careers in a globally competitive digital world, they
will need to gain marketing knowledge that will prepare them to be successful. This new
edition of Pride and Ferrell Marketing has been revised to engage students and provide the
frameworks, concepts, and approaches to decision making that ensure comprehensive under-
standing of marketing. Our perspective goes beyond learning terminology and concepts to
provide decision-making experiences for students through the use of cases, exercises, and
debate issues. As students prepare for the new digital world, they also need practice in devel-
oping communication skills, especially effective teamwork.

Pride and Ferrell Marketing has been developed to make sure that students receive the
most comprehensive overview of marketing available. This means that students using this
book should develop respect for the importance of marketing and understand that learning
marketing requires in-depth knowledge and the mastering of essential concepts. Therefore,
key concepts like digital marketing and social networking, product concepts, integrated mar-
keting communications, and social responsibility and ethics in marketing all are presented
in stand-alone chapters. To make this edition more efficient, we have combined our coverage
of branding and packaging with our discussion of fundamental product concepts in a single
chapter titled “Product Concepts, Branding, and Packaging.”

We also provide numerous ancillary materials to aid in student comprehension of mar-
keting concepts as well as for increasing instructor resources for teaching this important
material. Online materials include quizzes, PowerPoint presentations, videos, and flashcards.
Our marketing video case series enables students to learn how real-world companies address
marketing challenges. Our Interactive Marketing Plan Worksheets and video program provide
students with practical knowledge of the challenges and the planning process of launching a
new product. Together these revisions and additional materials will assist students in gaining
a full understanding of pertinent marketing practices.

Online social networking has become an increasingly powerful tool for marketers. Most
discussions about marketing today bring up issues such as how digital media can lower costs,
improve communications, provide better customer support, and achieve improved marketing
research. All elements of the marketing mix should be considered when using digital media
and social networking. We discuss how digital media and social networking tools can cre-
ate effective digital marketing strategies that can enhance marketing efforts. In addition, the
entire book integrates important digital marketing concepts and examples where appropriate.

We have paid careful attention to enhancing all key concepts in marketing and have built
this revision to be current and to reflect important changes in marketing. Our book is a market
leader because students find it readable and relevant. Our text reflects the real world of mar-
keting and provides the most comprehensive coverage possible of important marketing topics.

Specific details of this extensive revision are available in the transition guide in the
Instructor’s Manual. We have also made efforts to improve all teaching ancillaries and student

© zayats-and-zayats/Shutterstock.com
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XViii Preface

learning tools. PowerPoint presentations continue to be a very popular teaching device, and a
special effort has been made to upgrade the PowerPoint program to enhance classroom teach-
ing. The Instructor’s Manual continues to be a valuable tool, updated with engaging in-class
activities and projects. The authors and publisher have worked together to provide a compre-
hensive teaching package and ancillaries that are unsurpassed in the marketplace.

The authors have maintained a hands-on approach to teaching this material and revising
the text and its ancillaries. This results in an integrated teaching package and approach that is
accurate, sound, and successful in reaching students. The outcome of this involvement fosters
trust and confidence in the teaching package and in student learning outcomes. Student feed-
back regarding this textbook is highly favorable.

MARKETING

Publix Provides the Full Service Experience

Publix Super Markets, established

in Florida over 83 years ago, is a
customer-centered supermarket with
stores in five states. The chain has
grown to be the seventh-largest pri-
vate company and the most profitable
grocery chain in the United States.
How did it achieve such success? It
focused on exceptional customer ser-
vice, high-quality products, and com-
petitive prices. When George Jenkins
founded Publix, he wanted to ensure
his employees felt valued, so he offered
them a stake in the company. Today,
Publix is the largest employee-owned
company in the United States. It has
made Fortune’s “100 Best Companies to
Work For” every year.

Valued employees translate into sat-
isfied customers. Publix checks out two
customers per line to decrease wait

- - . be agan

New Snapshot features. The Snapshot features are new and
engage students by highlighting interesting, up-to-date statis-
tics that link marketing theory to the real world.

New research. Throughout the text we have updated content
with the most recent research that supports the frameworks
and best practices for marketing.

WHAT’S NEW TO THIS EDITION?

Our goal is to provide the most up-to-date content, including concepts, examples, cases, exer-
cises, and data, possible. Therefore, in this revision there are significant changes that make
learning more engaging and interesting to the students. The following highlight the types of
changes that were made in this revision.

¢ Foundational content. Each chapter has been updated with the latest knowledge avail-
able related to frameworks, concepts, and academic research. These additions have been
seamlessly integrated into the text. Many examples are new and a review of footnotes
at the ends of chapters will reveal where new content has been added. Many of the new
examples and content changes have been updated to 2014.

° Opening vignettes: Marketing Insights. All of the
chapter-opening vignettes are new or updated. They are
written to introduce the theme of each chapter by focusing
on actual entrepreneurial companies and how they deal
with real-world situations.

Boxed features. Each chapter includes two new or
updated boxed features that highlight green marketing,
marketing entrepreneurs, emerging trends in marketing,
or controversial issues in marketing. The majority of the
boxed features are new to this edition; a few have been
significantly updated and revised to fit the themes of this

INSIGHTS

and quickly direct customers to the
items they need. This is part of what .
Publix calls its “full service experience
for customers.”

When Walmart opened stores in
Florida, Publix responded with strong
strategic marketing and expansion
plans. Walmart operates on the value
of low prices, while Publix emphasizes
helpful, friendly, and motivated staff

who keep the stores clean, organized, edition.
and stocked. Publix offers weekly Buy

One Get One Free promotions, which

some customers argue beat Walmart 50%

on value. Publix is always looking for
ways to improve the customer experi-

ence. This has allowed it to keep the 40%
majority of its market share in Florida
even as Walmart grows in the state. It 30%
achieves this by listening to customer
feedback. For example, as a response I_'
o AT Rck X n 20% O
10% mI
(a8
0% <
Acquiring  Retaining  Creating  Understanding Managing,
new existing  consistent, social media  collecting, Z
customers  customers  relevant,  andusing  and using (V)

and driving  and positive social media  internal and
loyaltyand  customer effectively  external data
satisfaction  experiences  in marketing

across strategy

channels

Challenges

Base: =512, IBM Global survey of chief marketing officers.

Source: Chris Wright and Derek Franks, Global Summit 2013, May 21-23, 2013,
http://public.dhe.ibm.com/common/ssi/ecm/en/zzI03043usen/ZZ103043USEN.PDF
(accessed October 24, 2013).
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* New illustrations and examples. New advertisements from well-
known firms are employed to illustrate chapter topics. Experiences of
real-world companies are used to exemplify marketing concepts and
strategies throughout the text. Most examples are new or updated to
include digital marketing concepts as well as several new sustainable
marketing illustrations.

* End-of-chapter cases. Each chapter contains two cases, including a
video case, profiling firms to illustrate concrete application of market-
ing strategies and concepts. Many of our video cases are new to this
edition and are supported by current and engaging videos.

FRGID!

ATCHUVE

FEATURES OF THE BOOK

As with previous editions, this edition of the text provides a comprehensive
and practical introduction to marketing that is both easy to teach and to
learn. Marketing continues to be one of the most widely adopted introduc-
tory textbooks in the world. We appreciate the confidence that adopters
have placed in our textbook and continue to work hard to make sure that,
as in previous editions, this edition keeps pace with changes. The entire
text is structured to excite students about the subject and to help them learn
completely and efficiently.

© Procter & Gamble

* An organizational model at the beginning of each part provides a “road
map” of the text and a visual tool for understanding the connections
among various components.

*  Objectives at the start of each chapter present concrete expectations
about what students are to learn as they read the chapter.

* Every chapter begins with an opening vignette. This feature provides an
example of the real world of marketing that relates to the topic covered
in the chapter. After reading the vignette, the student should be moti- CUSTOMER JDISTRIBUTION
vated to want to learn more about concepts and strategies that relate to ),
the varying topics. Students will learn about topics such as international
supply chain issues, content marketing, frequent-flier promotions, and
price wars. Students will also be introduced to such companies as
Shutterfly, H.Bloom, Uniqglo, and Goya Foods.

*  Boxed features—FEmerging Trends in Marketing and Going Green—
capture dynamic changes in marketing. These changes are influenc-
ing marketing strategies and customer behavior. Strong feedback from
adopters indicated the need for coverage in these areas.

EMERGING TRENDS
[ ]

Pinterest Provides New Methods for Marketing Research

ECONOMIC
FORCES

PRODUCT

PROMOTION

TECHNOLOGY
FORCES

© Cengage Learning 2016

The Emerging Trends boxes cover such mar-
keting phenomena as limited-time fast-food

The pinboard photo-sharing site Pinterest offers a less
costly alternative for gathering market research. The
social network has appealed to many marketers since
its debut, but as its user base grows, businesses are
learning how to use Pinterest pages to understand cus-
tomers. Retailers pin images of their products to their
pages and monitor engagement with these images by
tracking follower comments, likes, and the number of
times their images have been “repined.” Pinterest’s
new feature, called “Rich Pins,” encourages consum-
ers themselves to market the product, allowing them to
make more specific comments about products such as
unique features or pricing. Marketers can also develop

different boards of images to target different customer
segments.

Nordstrom uses information gleaned from Pinterest
to manage its inventory. If a product is getting a lot of
attention on Pinterest, Nordstrom makes sure it is in
stock. Lowe’s also monitors its boards for buyer infor-
mation. The use of Pinterest in marketing is different
from other social networking sites because it is focused
primarily around products. One in five Pinterest users
buys products after pinning or liking them. Marketers
should not overlook this opportunity to use the Pinterest
platform as an inexpensive source of collecting primary
data on consumer preferences.?

© iStockphoto.com/CTR design LLC

products, the revival of barber shops, pet-
friendly hotels, and business apps. Featured
companies include Ticketmaster, Pinterest,

Starbucks, and Salesforce.com.
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Marketing for the Car-Sharing Business Model: “Share It” Social Media!

Zipcar, the innovative and environmentally friendly solu-
tion to car ownership and rental cars, has continued to
propel and expand its business model of car sharing.
Zipcar is a U.S. membership-based company that allows
members to reserve vehicles located across the United
States, Spain, Canada, or the United Kingdom. To join,
users register online and receive a Zipcard, or electronic
key, in the mail. Members are then eligible to reserve a
car for an allotted time, by the day or by the hour, and are
provided the flexibility and convenience of using any car.

Although the company has experienced growth and
an increase in memberships over the years (more than
7¢7 "Nsince 2" Aevelopina ~  ~istently e

* The Marketing Debate marginal feature
discusses controversial issues related to

marketing concept for this type of business has proven a
challenge. The car-sharing business model relies heavily
on positive word-of-mouth promotion. In order to leverage
this, Zipcar has taken to social media and encourages
members to share photos and comments about their expe-
riences with car sharing to effectively communicate the
value of the business. This type of marketing also lends a
sense of authenticity to the brand that the company could
not have achieved without the help of its customers.

In 2013, Zipcar was acquired by car rental giant
Avis for $500 million. Now a subsidiary of Avis, Zipcar
remains a popular alternative for business travelers and
er” o studer

© iStockphoto.com/CTR design LLC

marketing, such as the marketing of free
toys in fast food, privacy issues in tracking

product returns, child-free seating areas on
airliners, marketing on Twitter, marketing
of caffeine-enriched foods, the pros and
cons of mobile advertising, and the ethics of

using MFN clauses.

ENE

Founders: Kristin Groose Richmond and Kirsten Saenz
Tobey

Business: Revolution Foods

Founded: 2006

Success: Company grew from a start-up to $70 million in
annual sales in only seven years.

Two entrepreneurial moms started Revolution Foods with
the idea of cooking up nutritious meals that students would
gobble up. Kristin Groose Richmond and Kirsten Saenz
Tobey met at the University of California-Berkeley’s Haas
School of Business, and their shared interest in healthy
foods for children led them to team up at Revolution Foods

product returns?

ISSUE: Is it acceptable to collect data on customer

Retailers have begun compiling return profiles on

The Going Green boxes introduce students to
such topics as plant-based packaging, eco-friendly
initiatives at Mall of America, and the use of the
word “natural” in advertising. Featured companies
include ZipCar, Unilever, Google, SodaStream, and
Rodale.

There are also two types of mini-features found in
the text: Marketing Debate and Entrepreneurship in
Marketing.

MARKETING DEBATE

Privacy Issues in Tracking Product Returns

for a return, the retailer generally asks for the person’s
identification card. Most think their identity is being
confirmed, but some stores use their marketing infor-

customers to reduce product return fraud, estimated
to cost retailers approximately $8.9 billion annually.
Return fraud occurs when customers buy items with
the purpose of returning them. It can also involve
returning stolen items and switching a lower price tag

mation system to create a database on the consumer.
Although only 1 percent of return profiles are suspi-
cious, honest consumers are also getting their return
merchandise history tracked. This could be viewed as a
privacy issue. Consumer privacy related to transactions

for a higher one. When a customer brings in an item

Given growing concerns about childhood obesity and
the drive to instill healthy eating habits from an early age,
they knew parents and school officials would welcome new
options for school breakfasts and lunches if the price was
right. Revolution Foods proved itself by researching what
children like to eat, creating affordable menus featuring
foods from local sources, testing the meals in local schools,
and continually refining the menus and prices over time.

After winning big customers like the San Francisco
Unified School District, the firm now serves more than 1 mil-

is a major marketing ethics issue, especially when this
da* “~uld be - videdtr  *~ide oro>- ationc "

© iStockphoto.com/CTR design LLC

The Entrepreneurship in Marketing feature focuses
on the role of entrepreneurship and the need for
creativity in developing successful marketing strat-
egies by featuring successful entrepreneurial com-
panies like Revolution Foods, Xiaomi, Simple, Van
Leeuwen Artisan Ice Cream, Lonesome Pine Used
Book Store, and B-Reel.

Key term definitions appear in the margins to help
students build their marketing vocabulary.

lion meals every week. Building on its success, Revolution
Foods is branching out into the consumer market with
preprckaged meals sold in supermarkets nationwide.”

© iStockphoto.com/CTR design LLC

Figures, tables, photographs, advertisements, and Snapshot features increase comprehen-
sion and stimulate interest.

A complete chapter summary reviews the major topics discussed, and the list of important
terms provides another end-of-chapter study aid to expand students’ marketing vocabulary.
Developing Your Marketing Plan ties the chapter concepts into an overall marketing
plan that can be created by completing the Interactive Marketing Plan activity found at
www.cengagebrain.com. The Developing Your Marketing Plan feature allows students
to explore each chapter topic in relation to developing and implementing a marketing
campaign.

Discussion and review questions at the end of each chapter encourage further study and
exploration of chapter content.

Two cases at the end of each chapter help students understand the application of chapter
concepts. One of the end-of-chapter cases is related to a video segment. Some examples
of companies highlighted in the cases are Axe, Taza, The Food Network, L’Oréal, and
Wyndham.
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° A strategic case at the end of each part helps students integrate the diverse concepts that
have been discussed within the related chapters. Examples include Eaton, REI, Apple Inc.,
and Chevrolet.

*  Appendixes discuss marketing career opportunities, explore financial analysis in marketing,
and present a sample marketing plan.

* A comprehensive glossary defines more than 625 important marketing terms.

TEXT ORGANIZATION

We have organized the eight parts of Marketing to give students a theoretical and practical
understanding of marketing decision making.

Part 1

Part 2

Part 3

Part 4

Part 5

Part 6
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Marketing Strategy and Customer Relationships

In Chapter 1, we define marketing and explore several key concepts: customers
and target markets, the marketing mix, relationship marketing, the marketing con-
cept, and value-driven marketing. In Chapter 2, we look at an overview of strategic
marketing topics, such as the strategic planning process; corporate, business-unit,
and marketing strategies; the implementation of marketing strategies; performance
evaluation of marketing strategies; and the components of the marketing plan.

Environmental Forces and Social and Ethical Responsibilities

We examine competitive, economic, political, legal and regulatory, technologi-
cal, and sociocultural forces that can have profound effects on marketing strate-
gies in Chapter 3. In Chapter 4, we explore social responsibility and ethical
issues in marketing decisions.

Marketing Research and Target Market Analysis

In Chapter 5, we provide a foundation for analyzing buyers with a look at
marketing information systems and the basic steps in the marketing research
process. We look at elements that affect buying decisions to better analyze cus-
tomers’ needs and evaluate how specific marketing strategies can satisfy those
needs. In Chapter 6, we deal with how to select and analyze target markets—
one of the major steps in marketing strategy development.

Buying Behavior, Global Marketing, and Digital Marketing

We examine consumer buying decision processes and factors that influence
buying decisions in Chapter 7. In Chapter 8, we explore business markets,
business customers, the buying center, and the business buying decision pro-
cess. Chapter 9 focuses on the actions, involvement, and strategies of marketers
that serve international customers. In Chapter 10, we discuss digital marketing,
social media, and social networking.

Product Decisions

In Chapter 11, we introduce basic concepts and relationships that must be
understood to make effective product decisions. Also, we discuss a number of
dimensions associated with branding and packaging. We analyze a variety of
topics regarding product management in Chapter 12, including line extensions
and product modification, new-product development, and product deletions.
Chapter 13 discusses services marketing.

Distribution Decisions

In Chapter 14, we look at supply-chain management, marketing channels, and the
decisions and activities associated with the physical distribution of products, such
as order processing, materials handling, warehousing, inventory management, and
transportation. Chapter 15 explores retailing and wholesaling, including types of
retailers and wholesalers, direct marketing and selling, and strategic retailing issues.
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Part 7 Promotion Decisions

We discuss integrated marketing communications in Chapter 16. The com-
munication process and major promotional methods that can be included in
promotion mixes are described. In Chapter 17, we analyze the major steps in
developing an advertising campaign. We also define public relations and how it
can be used. Chapter 18 deals with personal selling and the role it can play in
a firm’s promotional efforts. We also explore the general characteristics of sales
promotion and describe sales promotion techniques.

Part 8 Pricing Decisions
In Chapter 19, we discuss the importance of price and look at some character-
istics of price and nonprice competition. We explore fundamental concepts like
demand, elasticity, marginal analysis, and break-even analysis. We then exam-
ine the major factors that affect marketers’ pricing decisions. In Chapter 20,
we look at the six major stages of the process marketers use to establish prices.

A COMPREHENSIVE INSTRUCTIONAL
RESOURCE PACKAGE

For instructors, this edition of Marketing includes an exceptionally comprehensive package
of teaching materials.

Instructor’s Manual

The Instructor’s Manual has been revamped to meet the needs of an engaging classroom
environment. It has been updated with diverse and dynamic discussion starters, classroom
activities, and group exercises. It includes such tools as:

*  Quick Reference Guide

*  Purpose Statement

e Integrated Lecture Outline

* Discussion Starter recommendations that encourage active exploration of the in-text
examples

* Class Exercises and Semester Project Activities

* Suggested Answers to end-of-chapter exercises, cases, and strategic cases

*  Guide to teaching Role-Play Team Exercises

Test Bank

The test bank provides more than 4,000 test items, including true/false, multiple-choice, and
essay questions. Each objective test item is accompanied by the correct answer, appropriate
Learning Objective, level of difficulty, Bloom’s level of thinking, Program Interdisciplinary
Learning Outcomes, and Marketing Disciplinary Learning Outcomes. Cengage Learning
Testing powered by Cognero is a flexible, online system that allows you to:

*  Author, edit, and manage test bank content from multiple Cengage Learning solutions
*  Create multiple test versions in an instant
* Deliver tests from your LMS, your classroom, or wherever you want

American Marketing Association Professional
Certified Marketer®

The American Marketing Association has recently started offering marketing graduates the
opportunity of adding the AMA PCM® credentials to their undergraduate or MBA degree,
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which can serve as a symbol of professional excellence that affirms mastery of marketing
knowledge and commitment to quality in the practice of marketing. Certification, which is
voluntary, requires passing a rigorous and comprehensive exam and then maintaining your
certification through continuing education. Earning your AMA PCM certification demon-
strates to employers, peers, and clients that you:

* Have mastered essential marketing knowledge and practices
* Go the extra mile to stay current in the marketing field
*  Follow the highest professional standards

The AMA recommends Pride and Ferrell Marketing as a suggested resource for AMA
PCM students to utilize as they prepare for taking the AMA PCM Certification exam, and
the text was used as a source to design the course and as a source for suitable examination
questions. Now, more than ever, you need to stand out in the marketplace. AMA’s Professional
Certified Marketer (PCM®) program is the perfect way to showcase your expertise and set
yourself apart.

To learn more about the American Marketing
Association and the AMA PCM exam, visit
www.marketingpower.com/Careers/Pages/
ProfessionalCertifiedMarketer.aspx

PowerPoint Slides

PowerPoint continues to be a very popular teach-
ing device, and a special effort has been made to
upgrade the PowerPoint program to enhance class-
room teaching. Premium lecture slides, containing
such content as advertisements, and unique graphs
and data, have been created to provide instructors
with up-to-date, unique content to increase student
application and interest.

Marketing Video Case Series

This series contains videos specifically tied to the video cases found at the end of the book.
The videos include information about exciting companies, such as New Belgium Brewing,
TOMS Shoes, Starbucks, Dale Carnegie, and The Food Network.

MindTap for Marketing, 18e

MindTap is a personalized teaching experience with relevant
assignments that guide students to analyze, apply, and improve
thinking, allowing you to measure skills and outcomes with ease.

::‘ Mind

E Marketi

e Personalized Teaching: Becomes yours with a learning path

that is built with key student objectives. Control what students BN Part 1: Marketing Strategy and Customer Relationships

see and when they see it. Use it as-is or match to your syllabus

Preface

Part 2: Environmental Forces and Social and Ethical Responsibilities

XXiii

exactly—hide, rearrange, add, and create your own content.
* Guide Students: A unique learning path of relevant readings,

Part 3: Marketing Research and Target Market Analysis

multimedia, and activities that move students up the learning

Part 4: Buying Behavior, Global Marketing, and Digital Marketing

taxonomy from basic knowledge and comprehension to analy- oS raduct Pocions
SlS and application, Part 6: Distribution Decisions
*  Promote Better Outcomes: Empower instructors and motivate Part 7: Pramotion Decisions

students with analytics and reports that provide a snapshot of class
progress, time in course, and engagement and completion rates.

Part &: Pricing Decisions
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»'» CENGAGE

** Learning
Al | Step |

Step 2

Interactive Marketing Plan
Siep 7 | Surming Up The Marketing Plan Worksheets have been revamped and

Step3 | Stpd | Stp’ | Step

o Writing Your

Author’s Website

The authors also maintain a website at http://prideferrell.net to provide video resources that
can be used as supplements and class exercises. The videos have been developed as market-
ing labs with worksheets for students to use on observing the videos. Some of the videos are
accessible through links, and there is also information on where some of the videos can be
obtained.

Interactive Marketing Plan

fan_nmdictin 10 Wi Yo Maretin Pan reproduced within an interactive and multimedia environment.

i, dling ating e, abichg ks rohmatn a0dcore e et o A video program has been developed around the worksheets,

The outcome of planning is a writhen docusment that cutlines the activities and cbjectives necessary 1o implement marketing

ey it byl b L Lo s allowing students to follow a company through the trials and

dimction

Follow e FreeRitrs 3 ey araly the e, s ther cisctivs, peant 8 e product pla, e skt e tribulations of launching a new product. This video helps place

segments, walch as thy weather the challenges and obstacks, strengths and successas of crasting

mpetitive murket. In addition to

P gt il e s i g e the conceptual marketing plan into an applicable light and is

All the stages thet fllwwill St yoor compte Mg P, inccing the Escutive Sy, B 5.0 1 59 your supported by a summary of the specific stages of the market-

work...and have

**Important Nobe: When saving your work for the Interactive Marketing Plan, the data will only be saved 10 your computer.
Please remember that you won't be able 1o access your saved work from ancther computer. **

o funt

ing plan as well as a sample plan based on the events of the
video. These elements act as the 1-2-3 punch supporting the
student while completing his or her own plan, the last step of
the Interactive Marketing Plan. The plan is broken into three
functional sections that can either be completed in one simple
project or carried over throughout the semester.

SUPPLEMENTS TO MEET STUDENT NEEDS

The complete package available with Marketing includes support materials that facilitate student
learning. To access additional course materials, please visit www.cengagebrain.com. At the
CengageBrain.com home page, search for the ISBN of your textbook (from the back cover of
your book) using the search box

at the top of the page. This will =~ cencacebrain smassesio | -
take you to the product page, -
where the following resources Marketing 2016, 18th Edition noes "':”:“':_o
can be found: e et -
* Interactive teaching and m S
learning tools, including: “ S ot e s S e
+  Full-color e-book— L PR s
Allows you to high-
light and search for key

=
terms v g dy @ @
Y —
° Quizzes d k —

¢ Flashcards

*  Videos

* An Interactive
Marketing Plan

¢ And more!

YOUR COMMENTS AND SUGGESTIONS
ARE VALUED

As authors, our major focus has been on teaching and preparing learning materials for intro-
ductory marketing students. We have traveled extensively to work with students and to under-
stand the needs of professors of introductory marketing courses. We both teach this marketing
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course on a regular basis and test the materials included in the book, test bank, and other
ancillary materials to make sure they are effective in the classroom.

Through the years, professors and students have sent us many helpful suggestions for
improving the text and ancillary components. We invite your comments, questions, and criti-
cisms. We want to do our best to provide materials that enhance the teaching and learning
of marketing concepts and strategies. Your suggestions will be sincerely appreciated. Please
write us, or e-mail us at w-pride@tamu.edu or OFerrell@unm.edu, or call 979-845-5857
(Bill Pride) or 505-277-3468 (O. C. Ferrell).
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Marketing Strategy and
Customer Relationships

PART 1 introduces the field of marketing and offers a broad
perspective from which to explore and analyze various com-
ponents of the marketing discipline. CHAPTER 1 defines
marketing and explores some key concepts, including cus-
tomers and target markets, the marketing mix, relationship
marketing, the marketing concept, and value. CHAPTER 2
provides an overview of strategic marketing issues, such
as the effect of organizational resources and opportunities
on the planning process; the role of the mission statement;
] corporate, business-unit, and marketing strategies; and the

creation of the marketing plan.
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OBJECTIVES

1-1 Define marketing.

1-2 Explain the different vari- -
- ables of the marketing mix.

1-3 Describe how marketing
creates value.

1-4 Briefly describe the
marketing environment.

1-5 Summarize the marketing
concept.

1-6 Identify the importance
of building customer
- relationships.

1-7 Explain why marketing is ’
‘important to our global
economy.
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MARKETING

INSIGHTS

Publix Provides the Full Service Experience

Publix Super Markets, established

in Florida over 83 years ago, is a
customer-centered supermarket with
stores in five states. The chain has
grown to be the seventh-largest pri-
vate company and the most profitable
grocery chain in the United States.
How did it achieve such success? It
focused on exceptional customer ser-
vice, high-quality products, and com-
petitive prices. When George Jenkins
founded Publix, he wanted to ensure
his employees felt valued, so he offered
them a stake in the company. Today,
Publix is the largest employee-owned
company in the United States. It has
made Fortune’s “100 Best Companies to
Work For” every year.

Valued employees translate into sat-
isfied customers. Publix checks out two
customers per line to decrease wait
times, and baggers carry the custom-
ers’ bags to their vehicles. Employees
are highly trained to answer questions

and quickly direct customers to the
items they need. This is part of what
Publix calls its “full service experience
for customers.”

When Walmart opened stores in
Florida, Publix responded with strong
strategic marketing and expansion
plans. Walmart operates on the value
of low prices, while Publix emphasizes
helpful, friendly, and motivated staff
who keep the stores clean, organized,
and stocked. Publix offers weekly Buy
One Get One Free promotions, which
some customers argue beat Walmart
on value. Publix is always looking for
ways to improve the customer experi-
ence. This has allowed it to keep the
majority of its market share in Florida
even as Walmart grows in the state. It
achieves this by listening to customer
feedback. For example, as a response
to customer feedback, Publix began
offering an online deli ordering service
to shorten wait times at the counter.!
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marketing The process

of creating, distributing,
promoting, and pricing goods,
services, and ideas to facilitate
satisfying exchange relation-
ships with customers and to
develop and maintain favorable
relationships with stakeholders
in a dynamic environment

customers The purchasers of
organizations’ products; the
focal point of all marketing
activities

Part1 | Marketing Strategy and Customer Relationships

Like all organizations, Publix attempts to provide products that customers want, communicate
useful information about them to excite interest, price them appropriately, and make them
available when and where customers want to buy them. Even if an organization does all these
things well, however, competition from marketers of similar products, economic conditions,
and other factors can impact the company’s success. Such factors influence the decisions that
all organizations must make in strategic marketing.

This chapter introduces the strategic marketing concepts and decisions covered
throughout the text. First, we develop a definition of marketing and explore each element
of the definition in detail. Next, we explore the importance of value-driven marketing.
We also introduce the marketing concept and consider several issues associated with its
implementation. Additionally, we take a look at the management of customer relation-
ships and relationship marketing. Finally, we examine the importance of marketing in
global society.

1-1 DEFINING MARKETING

If you ask several people what marketing is, you are likely to hear a variety of descriptions.
Although many people think marketing is advertising or selling, marketing is much more
complex than most people realize. In this book we define marketing as the process of cre-
ating, distributing, promoting, and pricing goods, services, and ideas to facilitate satisfy-
ing exchange relationships with customers and to develop

Appealing to Target Markets

Snickers are highly desired and hunger-satisfying candy bars.

and maintain favorable relationships with stakeholders in
a dynamic environment. Our definition is consistent with
that of the American Marketing Association (AMA), which
defines marketing as “the activity, set of institutions, and
processes for creating, communicating, delivering, and
exchanging offerings that have value for customers, clients,
partners, and society at large.””

1-la Marketing Focuses on
Customers

As the purchasers of the products that organizations develop,
price, distribute, and promote, customers are the focal point
of all marketing activities (see Figure 1.1). Organizations
have to define their products not as what the companies
make or produce but as what they do to satisfy customers.
Snickers creates products that satisfy consumer needs. The
advertisement shows a zebra chasing a lion to demonstrate
that Snickers bars are desirable because of their taste and
ability to eliminate hunger.

The essence of marketing is to develop satisfy-
ing exchanges from which both customers and mar-
keters benefit. The customer expects to gain a reward
or benefit greater than the costs incurred in a market-
ing transaction. The marketer expects to gain some-
thing of value in return, generally the price charged for
the product. Through buyer—seller interaction, a cus-
tomer develops expectations about the seller’s future
behavior. To fulfill these expectations, the marketer

WHEN Y(

© Mars, Inc
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Figure 1.1 Components of Strategic Marketing
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must deliver on promises made. Over time, this interaction results in relationships
between the two parties. Fast-food restaurants such as Taco Bell and Subway depend on
repeat purchases from satisfied customers—many often live or work a few miles from
these restaurants—whereas customer expectations revolve around tasty food, value, and
dependable service.

Organizations generally focus their marketing efforts on a specific group of custom-
ers, called a target market. Marketing managers may define a target market as a vast
number of people or a relatively small group. For instance, marketers are increasingly
interested in Hispanic consumers. Within the last decade, Hispanics made up more than
half of the population gains in the United States. As a result, marketers are developing
new ways to reach this demographic. For instance, magazines including Hearst, Conde
Nast, and Time have begun increasing inserts and content for Hispanic populations.
Although the magazines are still written in English, they contain specific references and
themes that appeal to Hispanics.® Often companies target multiple markets with different
products, promotions, prices, and distribution systems for each one. Vans shoes targets

a fairly narrow market segment, especially compared to more diverse athletic shoe com- target market A specific
panies such as Nike and Reebok. Vans targets skateboarders and snowboarders between group of customers on whom
the ages of 10 and 24, whereas Nike and Reebok target most sports, age ranges, genders, an organization focuses its
and price points.* marketing efforts
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Starbucks: Transforming into a Health-Conscious Brand

With the acquisition of Evolution Fresh, a juice bar brand,
Starbucks is initiating its long-term strategic plan to
transform the Starbucks brand into a healthy snack and
meal alternative. In offering these juices and smoothies
and listing calorie counts on menus, Starbucks is striving
to operate in a responsible manner and is encouraging
consumers to be responsible when making purchases. Its
most recent endeavor is a strategic alliance with Danone,
a French yogurt producer, to create a Greek yogurt for

its Evolution Fresh brand. The extension of the Evolution
Fresh brand is not only a smart business move into the
emerging yogurt market but also communicates that

Starbucks cares about the quality of food that consumers
are eating.

In recent years, Starbucks has become more than
just a quick stop for morning coffee. Consumers are
spending more time in the afternoons and evenings
buying and eating snacks served by the coffee maker.
They have also been purchasing Starbucks products in
grocery stores, and the Evolution Fresh Greek yogurt will
be sold in both locations. CEO Howard Shultz recognizes
that consumers find value in these healthy options and
continues to find new ways to incorporate this value into
the Starbucks brand.?

marketing mix Four marketing
activities—product, pricing,
distribution, and promotion—
that a firm can control to meet
the needs of customers within
its target market

© iStockphoto.com/CTR design LLC

1-2 MARKETING DEALS WITH PRODUCTS,
DISTRIBUTION, PROMOTION, AND PRICE

Marketing is more than simply advertising or selling a product; it involves developing and
managing a product that will satisfy customer needs. It focuses on making the product avail-
able in the right place and at a price acceptable to buyers. It also requires communicating
information that helps customers determine whether the product will satisfy their needs.
These activities are planned, organized, implemented, and controlled to meet the needs of
customers within the target market. Marketers refer to these activities—product, pricing,
distribution, and promotion—as the marketing mix because they decide what type of each
element to use and in what amounts. Marketing creates value through the marketing mix.
A primary goal of a marketing manager is to create and maintain the right mix of these
elements to satisfy customers’ needs for a general product type. Note in Figure 1.1 that the
marketing mix is built around the customer.

Marketing managers strive to develop a marketing mix that matches the needs of custom-
ers in the target market. Zumiez targets teenage girls and boys with snowboarding and skate-
boarding clothes. Products are made available in shopping malls (distribution) at competitive
prices, supported by promotional activities. Marketing managers must constantly monitor the
competition and adapt their product, pricing, promotion, and distribution decisions to create
long-term success.

Before marketers can develop a marketing mix, they must collect in-depth, up-to-
date information about customer needs. Such information might include data about the
age, income, ethnicity, gender, and educational level of people in the target market, their
preferences for product features, their attitudes toward competitors’ products, and the fre-
quency with which they use the product. Zumiez has to closely monitor trends to adjust
its marketing mix to provide constant fashion changes. Armed with market information,
marketing managers are better able to develop a marketing mix that satisfies a specific
target market.

Let’s look more closely at the decisions and activities related to each marketing mix
variable.
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1-2a The Product Variable

Successful marketing efforts result in products that become part of everyday life. Consider
the satisfaction customers have had over the years from Coca-Cola, Levi’s jeans, Visa credit
cards, Tylenol pain relievers, and 3M Post-it Notes. The product variable of the market-
ing mix deals with researching customers’ needs and wants and designing a product that
satisfies them. A product can be a good, a service, or an idea. A good is a physical entity
you can touch. Oakley sunglasses, Seven for All Mankind jeans, and Axe body spray are
all examples of products. A service is the application of human and mechanical efforts to
people or objects to provide intangible benefits to customers. Air travel, education, haircut-
ting, banking, medical care, and day care are examples of services. Ideas include concepts,
philosophies, images, and issues. For instance, a marriage counselor, for a fee, gives spouses
ideas to help improve their relationship. Other marketers of ideas include political parties,
churches, and schools.

The product variable also involves creating or modifying brand names and packaging and
may include decisions regarding warranty and repair services. For example, the lawn care
company TruGreen was originally branded as “Chemlawn.” The company adapted its brand-
ing and products to provide a healthier and “greener” product offering.

Product variable decisions and related activities are important because they are directly
involved with creating products that address customers’ needs and wants. To maintain an
assortment of products that helps an organization achieve its goals, marketers must develop
new products, modify existing ones, and eliminate those that no longer satisfy enough buyers
or that yield unacceptable profits.

1-2b The Distribution Variable

To satisfy customers, products must be available at the right time and in convenient locations.
Subway, for example, locates not only in strip malls but also inside Walmarts, Home Depots,
laundromats, churches, and hospitals, as well as inside Goodwill stores, car dealerships, and
appliance stores. There are more than 40,566 Subways in 103 different countries, surpassing
McDonald’s as the world’s largest chain.’

In dealing with the distribution variable, a marketing manager makes products avail-
able in the quantities desired to as many target market customers as possible, keeping
total inventory, transportation, and storage costs as low as possible. A marketing manager
also may select and motivate intermediaries (wholesalers and retailers), establish and

product A good, a service, or
an idea

© iStockphoto.com/alvarez

Types of Products
Sports events are intangible goods that provide fans with a fun experience. Bicycles represent a tangible good that consumers can use for
recreation.
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Distribution

Netflix uses digital distribution
that allows consumers to
stream movies right off its
website.

maintain inventory control procedures, and develop and manage transportation and stor-
age systems. The advent of the Internet and electronic commerce also has dramatically
influenced the distribution variable. Companies now can make their products available
throughout the world without maintaining facilities in each country. Apple has benefited
from the ability to download songs and apps over the Internet. The company has sup-
ported growth and global success beyond the presence of physical Apple stores by sell-
ing phones, computers, iPads, and accessories online. We examine distribution issues in
Chapters 14 and 15.

1-2c The Promotion Variable

The promotion variable relates to activities used to inform individuals or groups about
the organization and its products. Promotion can aim to increase public awareness of the
organization and of new or existing products. Holiday Inn Express, for example, wants to
increase its appeal for younger travelers among Generation X (born between the early 1960s
and early 1980s) and Generation Y (born between the early 1980s and early 2000s). The
company launched its “Stay Smart” campaign encouraging consumers to offer humorous
advice for any topic using social media channels such as Instagram, Twitter, and YouTube.
The company adopted comedian Jason Jones as its spokesman. Holiday Inn hopes this
interactive experience through digital media will engage younger generations of influential
consumers.®

Promotional activities also can educate customers about product features. lams provides
wholesome dog food. The company’s advertisement seeks to educate dog owners about the
potential health benefits of its dog food versus other competitors. In addition, promotional
activities can urge people to take a particular stance on a political or social issue, such as
smoking or drug abuse. For example, the National Highway Safety Traffic Administration
released an ad campaign to deter drunk driving during the holiday season. The campaign
carried the message that cops “would see you before you see them.” In the advertisement, a
transparent cop watches a drunk couple as they leave a party, only to have them arrested as
they are driving home.”

Promotion can help to sustain interest in established products that have been available for
decades, such as Arm & Hammer baking soda or Ivory soap. Many companies are using the
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Internet to communicate information about themselves and
their products. Campbell’s Kitchen provides a diverse array
of recipes, coupons, and discussion boards online to support
the sales of their soups.®

1-2d The Price Variable

The price variable relates to decisions and actions associated
with establishing pricing objectives and policies and determin-
ing product prices. Price is a critical component of the mar-
keting mix because customers are concerned about the value
obtained in an exchange. Price is often used as a competitive
tool, and intense price competition sometimes leads to price
wars. Higher prices can be used competitively to establish a
product’s premium image. Waterman and Mont Blanc pens,
for example, have an image of high quality and high price that

has given them significant status. Other companies are skilled You 141z be Chea“'ng o him
at providing products at prices lower than competitors (con- without knowing it.
sider Walmart’s tagline “Save Money, Live Better”). Amazon o By
uses its vast network of partnerships and cost efficiencies to TP
provide products at low prices. Brick-and-mortar retailers have = RSl | NewIAMS SO GOOD! has
) . L 100% wholesome ingredients
not been able to offer comparable products with prices that low, g @ _ ¥ | and nothing else.

providing Amazon with a considerable competitive advantage.
The marketing-mix variables are often viewed as control-
lable because they can be modified. However, there are limits
to how much marketing managers can alter them. Economic
conditions, competitive structure, and government regulations
may prevent a manager from adjusting prices frequently or
significantly. Making changes in the size, shape, and design Promotional Activities
of most tangible goods is expensive; therefore, such product  lams compares the wholesomeness of its dog food with the
features cannot be altered very often. In addition, promotional ~ artificial preservatives found in many other leading dog food
campaigns and methods used to distribute products ordinarily ~ Prands.
cannot be rewritten or revamped overnight.

- IAMS®:

Keep love strong

© Procter & Gamble

1-3 MARKETING CREATES VALUE

Value is an important element of managing long-term customer relationships and implement-
ing the marketing concept. We view value as a customer’s subjective assessment of benefits
relative to costs in determining the worth of a product (customer value = customer benefits —
customer costs). Consumers develop a concept of value through the integration of their per-
ceptions of product quality and financial sacrifice.” From a company’s perspective, there is a
trade-off between increasing the value offered to a customer and maximizing the profits from
a transaction.'”

Customer benefits include anything a buyer receives in an exchange. Hotels and motels,
for example, basically provide a room with a bed and bathroom, but each firm provides a dif-
ferent level of service, amenities, and atmosphere to satisfy its guests. Hampton Inn offers the
minimum services necessary to maintain a quality, efficient, low-price overnight accommo-
dation. In contrast, the Ritz-Carlton provides every imaginable service a guest might desire.
The hotel even allows its staff members to spend up to $2,000 to settle customer complaints.!!

Customers judge which type of accommodation offers the best value according to the benefits value A customer’s subjective
they desire and their willingness and ability to pay for the costs associated with the benefits. assessment of benefits relative
Customer costs include anything a buyer must give up to obtain the benefits the product to costs in determining the

provides. The most obvious cost is the monetary price of the product, but nonmonetary costs ~ worth of a product
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