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& Shorter than the standard text of the
day, the first edition is written to the
student, not the professor—setting the
standard for a truly “student-friendly”
text.

5 The first marketing text based on
marketing research, Contemporary
Marketing is written the way instructors
actually teach the class — a break-
through for class preparation.

d Classroom tested for a full year, the first
edition equips instructors with a proven
solution.

= Separate chapters
are devoted to inter-

EUVOLUTION

national and services 5 The first full-color
0 F A B RA N D 5 In the text's forward, consulting editors marketing. introduction to
Paul Green and Philip Kotler state: “... marketing text,
we feel that Contemporary Marketing I~ Supplemental cas- Contemporary
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famous marketers
— including the real
Colonel Sanders —
enabling students
to hear directly from
marketing icons.

books to appear in years.” vibrant field of
marketing to life.
5 Another example of its student-friendly
features, Contemporary Marketing
is the first business text to include

cartoons in each chapter.

L ltis also selected as the
text for the first — and
only — telecourse.

1974 - First Edition
1980 — Third Edition
1986 - Fifth Edition

;5 Boone & Kurtz
adopt a new strategic
orientation.

5 New emphasis on
nonprofit applications
highlight a key — but
often overlooked—
marketing sector.

=) Delivering the first
major supplements
package for a principles
text, Contemporary
Marketing begins its
tradition of unrivaled
teaching and learning
resources.

arketing continues to change at a record pace.
Only one text keeps you well ahead of the
curve — edition after edition. Boone & Kurtz’s
Contemporary Marketing remains synonymous
with innovation, equipping instructors and students
with the very best teaching and learning solutions
on the market. Period.

;5 Contemporary Market-
ing introduces the first
video cases with videos
directly tied to a specific
text — bringing new rel-
evancy to the classroom.

& An innovative new
slide/lecture series
added to the Boone/
Kurtz package is a
first for the basic
marketing course.

5 Itis also the first mar-
keting text to remove
all sexist language
(common to the time)
and is specifically
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Since the very beginning, Boone & Kurtz has set
the market standard for excellence. Continuing

. .. . reviewed for that — equipping instructors
to raise the bar, each new edition has introduced T ot & sl o iendhe
groundbreaking features and coverage, making ing tools and resources.
the text the unrivaled leader in marketing again 5 Available in both printed
and again. Closely in tune with the ever-changing and customized formats,

. . . . the Test Bank reaches
and expanding marketing environment, this 3.000 items.
unparalleled text continues to deliver the most -
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collection of 150.

a hands-on, up-close experience with the
dynamic field of marketing.
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going green. Now 17 editions strong,
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textbooks.
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format is
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1998 — Ninth Edition

4 More than one
million students —
1.2 million to be
exact — have now
used Contemporary
Marketing.

L Lecture Active
Presentation
software is added.

1995 - Eighth Edition

& An all-new set
of video cases is
included.

= Transparencies are
now 250 strong.

4 The New Media
Instructor’s Manual is
introduced.

& The comprehensive
Test Bank now
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questions.
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Boone & Kurtz pack-
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2001 - Tenth Edition

Contemporary
Marketing is the
first text to include
a separate chapter
on quality and
customer satisfac-
tion (now relation-
ship marketing and
customer relation-
ship management).

Ethical contro-
versies are added
to each chapter,
challenging
students with real-
world dilemmas.

New PowerPoint®/
CD-ROM Media
Active Software is
launched.

The Test Bank
reaches 4,000
questions.

is devoted to
e-commerce.

section.

45 An entire chapter

& The Contemporary
Marketing online
course is added.

& Each chapter now
includes a strate-
gic implications

= Contemporary
Marketing receives
the William
Holmes McGuffey
Award for Excel-
lence and Longevity.

& More than 2 million
students have now
used Contemporary
Marketing.

= End-of-part con-
tinuing video cases
are included.

= Category manage-
ment is discussed —
a topic overlooked
by many texts.

& WebTutor™ with
Blackboard® and
WebCT® transform
traditional teaching
tools.

2004 - Eleventh Edition

5 New Etiquette

feature helps

market.

2006 — Twelfth Edition

students fast,
practical, real-
world insight.

Tips for Market-
ing Professionals

students develop
professionalism
before they hit the

5 New end-of-part
Marketer’s Minute
interviews give

2008 - Thirteenth Edition

=3 Marketing concept

checks are added.

& New Evolution of
a Brand Feature
gives readers an
in-depth look at
successful brands
that have stood
the test of time.

L The Certified Test
Bank is introduced,
ensuring the accu-
racy and relevance
of more than
4,000 questions.

= Contemporary
Marketing goes
GREEN!! The new
text emphasizes the
increasingly impor-
tant environmental
issue, as well as
sets an example
of green business
practices. Plus, the
book is printed on
recycled paper.

=) Contemporary
Marketing is
available in an
eBook format
through iChapters
and CourseSmart.
Find out more at
www.iChapters
.com or
WwWw.coursesmart
.com.

2010 - Fourteenth Edition

2012 - Fifteenth Edition
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2014 - Sixteenth Edition

2016 - Seventeenth Edition

Contemporary Marketing
includes extensive coverage
of sustainability and green
marketing through opening
vignettes, boxed features,
cases, and references des-
ignated by an eye-catching
sustainability icon.

Cengage Learning’s Market-
ing CourseMate brings
course concepts to life with
interactive learning, study,
and exam preparation tools
that support Contemporary
Marketing. The CourseMate
platform provides a wealth of
student resources to heighten
the learning experience.

More than 4,000 Test Bank
questions are tagged to meet
AACSB, marketing discipline,
and Rubin/Dierdorff manage-
rial job skill requirements,
each categorized by chapter
objective, difficulty level, and
question type.

=3 Contemporary Marketing includes extensive
new coverage of the impact that social media
is having on marketing—both marketers and
consumers—through opening vignettes, boxed
features, cases, video cases, and a new chapter:
Social Media: Living in the Connected World.
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PREFACE

The Contemporary Marketing Resource
Package

Since the first edition of this book was published, Boone & Kurtz has exceeded the expectations of
instructors, and it quickly became the benchmark for other texts. With its precedent-setting learning
materials, Contemporary Marketing has continued to improve on its signature package features—
equipping students and instructors with the most comprehensive collection of learning tools, teach-
ing materials, and innovative resources available. As expected, the 17th edition continues to serve as
the industry benchmark by delivering the most extensive, technologically advanced, user-friendly
package on the market.

NEW TO THIS EDITION

Expanding on the social media insights added in the previous edition, the 17th edition features an
updated marketing research chapter. Chapter 10, “Marketing Research in the Era of Big Data,” dis-
cusses how advances in technology continue to impact the collection of consumer and business data.
Big data—information that originates in unprecedented volume and speed from the world around
us—is changing the way companies collect and use pertinent information as part of their marketing
research strategies.

In addition, chapter pedagogy, including opening stories, boxed features, and end-of-chapter
cases are new or updated, and business, consumer, and government statistics throughout the text have
been researched and refreshed to reflect current trends in marketing and business in both domestic
and global settings.

MINDTAP

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

* Personalize Teaching: Becomes yours with a Learning Path that is built with key student objec-
tives. Control what students see and when they see it. Use it as is or match to your syllabus
exactly—hide, rearrange, add, and create your own content.

* Guide Students: A unique Learning Path of relevant readings, multimedia, and activities that
move students up the learning taxonomy from basic knowledge and comprehension to analysis
and application.

* Promote Better Outcomes: Empowers instructors and motivate students with analytics and
reports that provide a snapshot of class progress, time in course, engagement, and completion
rates.

By combining readings, multimedia, activities, and assessments into a singular Learning Path,
MindTap guides students through their course with ease and engagement. Instructors personalize
the Learning Path by customizing Cengage Learning resources and adding their own content via
apps that integrate into the MindTap framework seamlessly with Learning Management Systems.
Contemporary Marketing students can also find Basic PowerPoints, videos, quizzes, animated figures,
homework, and more.
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xXXiv Preface

CHAPTER VIDEO CASES AND SCRIPPS NETWORKS INTERACTIVE &
FOOD NETWORK CONTINUING CASE ON DVD (ISBN: 9781305253506)

End-of-chapter video cases for every chapter of the text focus on successful real companies” pro-
cesses, strategies, and procedures. Real employees explain real marketing situations, bringing key
concepts from the chapter to life. The end-of-part videos focus on Scripps Networks Interactive &
Food Network’s marketing strategies and innovative approach to connecting with consumers through
a variety of channels. The written and video cases are divided into seven sections and are tailored to
be used at the end of each part of the text.

CERTIFIED TEST BANK POWERED BY COGNERO

Containing more than 3,800 questions, this Test Bank has been thoroughly verified to ensure
accuracy—with each question and answer read and reviewed. The Test Bank includes true/false,
multiple-choice, essay, and matching questions. Each question in the Test Bank is labeled with text
objective, level of difficulty, and A-heads. Each question is also tagged to Interdisciplinary Learning
Outcomes, Marketing Disciplinary Learning Outcomes, and Bloom’s Taxonomy. The Test Bank is
available via Cognero, can be loaded to your SSO account, or PDFs can found on the product sup-
port website.

Cengage Learning Testing Powered by Cognero is a flexible, online system that allows you to:
e 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
Start Right Away!
Cengage Learning Testing Powered by Cognero works on any operating system or browser.
* No special installs or downloads needed
* Create tests from school, home, the coffee shop—anywhere you have Internet access

What Will You Find?

* Simplicity at every step. A desktop-inspired interface features drop-down menus and familiar,
intuitive tools that take you through content creation and management with ease.

* Full-featured test generator. Create ideal assessments with your choice of 15 question types
(including true/false, multiple choice, opinion scale/likert, and essay). Multi-language support,
an equation editor, and unlimited metadata help ensure your tests are complete and compliant.

* Cross-platform capability. Import and export content into other systems.

CONTEMPORARY MARKETING, 17TH EDITION WEBSITE

Our text website is filled with a whole set of useful tools. Instructors will find all the key instruc-
tor resources in electronic format: Test Bank, PowerPoint collections, and Instructor’s Manual with
Media Guide, and Collaborative Learning Exercises.

To access additional course materials and companion resources, please visit www.cengagebrain.com.
At the CengageBrain.com home page, search for the ISBN of your title (from the back cover of your
book) using the search box at the top of the page. This will take you to the product page where free

companion resources can be found.

Copyright 2016 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.




Preface XXV

CUSTOM SOLUTIONS FOR CONTEMPORARY MARKETING,
17TH EDITION

Cengage Learning Custom Solutions develops personalized solutions to meet your business educa-
tion needs. Match your learning materials to your syllabus, and create the perfect learning solution.
Consider the following when looking at your customization options for Contemporary Marketing,
17th edition:

* Remove chapters you do not cover, or rearrange their order, creating a streamlined and efficient
text students will appreciate.

* Add your own material to cover new topics or information, saving you time and providing
students with a fully integrated course resource.

Cengage Learning Custom Solutions offers the fastest and easiest way to create unique, custom-
ized learning materials delivered the way you want. Our custom solutions also include accessing on-
demand cases from leading business case providers such as Harvard Business School Publishing,
Ivey, Darden, and NACRA, and building a tailored text online with our online custom publishing
system, which allows you to incorporate your original materials. For more information about custom
publishing options, contact your local Cengage Learning representative.
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IN CONCLUSION

I would like to thank my associate Cate Rzasa. Her ability to meet tight deadlines is truly appreciated.
Let me conclude by mentioning that the new edition would never have become a reality with-
out the superior efforts of the Cengage Learning editorial, production, and marketing teams. My
editors—Jason Fremder, Elizabeth Lowry, and John Rich; my long-serving designer Stacy Shirley; my
production editor Megan Guiliani; and my marketing team—Courtney Doyle-Chambers and Chris
Walz—all helped to produce another Contemporary Marketing winner.
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Define marketing and how it creates utility.

Contrast marketing activities during the five eras
in the history of marketing.

Explain the importance of avoiding marketing

myopia.
Describe the characteristics of not-for-profit

marketing.
Explain each of the five types of nontraditional

marketing.
Explain the shift from transaction-based
marketing to relationship and social

marketing.
Identify the eight universal functions of
marketing.
Demonstrate the relationship between ethical
business practices, social responsibility,
sustainability, and marketplace success.

Inspiration came to
brothers Shep and lan
Murray, then in their

20s, when they started
meeting for lunch and complaining about how

they disliked their desk jobs and the business
suits and ties that went with them. They decided to
go into business for themselves and settled on a
product they knew nothing about: neckties. If they
sold enough ties, they reasoned, they could stop
wearing them.
Today, mare than 15 years later, Connecticut-based Vineyard Vines

has grown into a multimillion-dollar business. It sells a full line of high-
quality clothing for men, women, and children in 30 company stores
nationwide, in major retail chains, via catalog and website, and through

ht to remove additional content at any time if subsequent rights restrictions require it.
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licensing partnerships with Major League Baseball, the National
Hockey League, and the NFL.
Those familiar with the firm'’s success credit the Murrays’
understanding of their customers’ needs and their determi-
nation to make customers happy. The brothers say they're
interested in dressing people not merely to go to work
but rather to “take some fun to work.” Their company sells
clothes, but also a carefree lifestyle image many people want
to adopt.

For instance, one of Shep and lan’s first decisions, when
they quit their jobs and began selling ties out of their cars, was
to create whimsical designs that reflected the happy summers
they spent on Martha's Vineyard while growing up. Thus was
born the sporty vacation theme that runs through all their bright
pastel designs, featuring lobster pots, sailboats, whales, crabs,
and sports paraphernalia such as tennis racquets, golf balls, and
hockey sticks. Customers who would rather be sailing, swimming,

EVOLUTION OF A

Shep and lan Murray started their company, Vineyard Vines,
as a way to leave their corporate careers behind. Taking

a big risk, they quit their day jobs, maxed out their credit
cards, and began selling island-inspired ties as a whimsi-

cal way to the good life. More than 15 years later, their
decision to leave corporate life has paid off, with annual
sales topping $100 million in a recent year. Vineyard Vines'
marketing strategy is simple yet effective: Market a lifestyle
experience to people who want to live the good life the
company'’s brand represents.

e The company’s motto is, “Every day should feel this
good.” How can the marketing team at Vineyard

golfing, or fishing are quickly drawn
to the light-hearted images and the
lifestyle they conjure up.
The Murrays recognize that, like themselves,
most men dislike suits and ties and prefer dressing for work to be
as simple as possible. The brothers believe their customers share
their desire not so much to impress but
to live a comfortable, casual, and
enjoyable life. The rapid growth
of their firm, fueled largely by
word-of-mouth, suggests
they are on to something.
And among those who
have sported Vineyard
Vines neckwear are U.S. presi-
dents, New York City mayors, and billionaire
investor Warren Buffet!

Vines continue to keep this branding approach fresh
while attracting new customers and keeping repeat
customers?

e Currently more than half of the company’s sales are
devoted to men’s clothing. What strategies can the
company use to open up new markets? New licensing
partnerships? How can the company use social media to
market its products, expand its brand, and capitalize on
its laidback image?

e According to recent data, e-commerce accounts for
about 30 percent of the company’s annual sales. What
steps should the company take to increase online sales
in both the United States and abroad?
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“I'll only drink Coke.”

“I buy all my clothes at
The Gap.”

“I like to hang out with
my friends at Buffalo
Wild Wings.”

“l go to Orioles games
at Camden Yards.”

These words are music to a marketer’s ears.
They may echo the click of an online pur-
chase, the ping of a cash register, the cheers
of fans at a stadium. Customer loyalty is the
watchword of 21st-century marketing. Individ-
ual consumers and business purchasers have
so many goods and services from which to
choose—and so many different ways to pur-
chase them—that marketers must continually
seek out new and better ways to attract and
keep customers. When the world learned that
Facebook had assigned two dozen engineers
to improve the site’s search engine, users and
investors were abuzz. A more powerful search
engine would mean significantly enhanced
capability for Facebook users—and a direct
assault on Google, the market leader in search
engines and one of Facebook’s chief rivals.?
The technology revolution continues
to change the rules of marketing in the 21st
century and will continue to do so in years
beyond. The combined power of telecom-
munications and computer technology cre-
ates inexpensive global networks that transfer
voice messages, text, graphics, and data within
seconds. These sophisticated technologies
create new types of products and demand
new approaches to marketing existing prod-
ucts. Newspapers are learning this lesson the
hard way, as circulation con-
tinues to decline around the
country, victim in large part to
the rising popularity of social

C C S Briefly

peaking ’ 7
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globalization of today’s marketplace, where
businesses manufacture, buy, and sell across
national borders. You can bid at eBay on a
potential bargain or eat a Big Mac or drink
Coca-Cola almost anywhere in the world.
Your MP3 player was probably manufactured
in China or South Korea; and BMWs are manu-
factured in South Carolina, Hyundai SUVs are
assembled in Alabama, and some Volkswa-
gens are imported from Mexico. Finished
products and components routinely cross
international borders, but successful global
marketing also requires knowledge to tailor
products to regional tastes. A chain restaurant
in the South might offer grits as an alternative
to hash browns on its breakfast menu.

Rapidly changing business landscapes
create new challenges for companies,
whether they are giant multinational firms or
small boutiques, profit-oriented or not-for-
profit. Organizations must react quickly to
shifts in consumer tastes, competitive offer-
ings, and other market dynamics. Fortunately,
information technologies give organizations
fast new ways to interact and develop long-
term relationships with their customers and
suppliers. Such links have become a core ele-
ment of marketing today.

Every company must serve customer
needs—create customer
satisfaction—to succeed.
We call customer satis-
faction an art because it

media and online websites.
On the other hand, e-book
readers such as the Amazon
Kindle and Apple’s iPad are
changing the way people
read books?
Communications tech-
nology also contributes to the

“Alot of companies have chosen to
downsize, and maybe that was the
right thing for them. We chose a dif-
ferent path. Our belief was that if we
kept putting great products in front
of customers, they would continue to

open their wallets.”

—Steve Jobs
Late co-founder, Apple Inc.

requires imagination and
creativity, and a science
because it requires techni-
cal knowledge, skill, and
experience. Marketing
strategies are the tools that
marketers use to identify
and analyze customers’
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Chapter 1 Marketing: The Art and Science of Satisfying Customers

needs, then show that their company’s goods
and services can meet those needs. Tomor-
row’s market leaders will be companies that
can make the most of these strategies to cre-
ate satisfied customers.

This edition of Contemporary Marketing
focuses on the strategies that allow compa-
nies to succeed in today’s interactive mar-
ketplace. This chapter sets the stage for the

ating satisfaction through customer relation-
ships. Initial sections describe the historical
development of marketing and its contribu-
tions to society. Later sections introduce the
universal functions of marketing and the rela-
tionship between ethical business practices
and marketplace success. Throughout the
chapter—and the entire book—we discuss
customer loyalty and the lifetime value of a

entire text, examining the importance of cre-  customer.

WHAT IS MARKETING?

The production and marketing of goods and services, whether it’s a new crop of organically grown
vegetables or digital cable service, are the essence of business in any society. Like most business disci-
plines, marketing had its origins in economics. Later, marketing borrowed concepts from areas such
as psychology and sociology to explain how people made purchase decisions. Mathematics, anthro-
pology, and other disciplines also contributed to the evolution of marketing. These will be discussed
in later chapters.

Economists contributed the concept of utility—the want-satisfying power of a good or service.
Table 1.1 describes the four basic kinds of utility: form, time, place, and ownership.

Form utility is created when the company converts raw materials and component inputs
into finished goods and services. Because of its appearance, gold can serve as a beautiful piece of
jewelry, but because it also conducts electricity well and does not corrode, it has many applica-
tions in the manufacture of electronic devices such as cell phones and global positioning satellite
units. By combining glass, plastic, metals, circuit boards, and other components, Canon makes
a digital camera and Sharp produces flat-screen TVs. With fabric and leather, Coach manufac-
tures its high-fashion line of handbags. With a ship and the ocean, a captain and staff, food and
entertainment, Royal Caribbean creates a cruise. Although the marketing function focuses on

Define marketing 1
and how it creates
utility.

utility Want-satisfying
power of a good or service.

TABLE 1.1 Four Types of Utility
Organizational
Type Description Examples Function Responsible
Form Conversion of raw materials and Dinner at Applebee’s; Samsung Galaxy Production*
components into finished goods phone; Levi jeans
and services
Time Availability of goods and services Dental appointment; digital photo- Marketing
when consumers want them graphs; 1-800-PetMeds guarantee; UPS
Next Day Air delivery
Place Availability of goods and services Technicians available at an auto repair Marketing
at convenient locations facility; onsite day care; banks in grocery
stores
Ownership Ability to transfer title to goods or Retail sales (in exchange for currency, Marketing
(possession) services from marketer to buyer credit, or debit card payment)
*Marketing provides inputs related to consumer preferences, but creating form utility is the responsibility of the production function.
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Part1 Designing Customer-Oriented Marketing Strategies

influencing consumer and audience preferences, the organization’s production
function creates form utility.

Redbox takes advantage of time and place utility, positioning its kiosks for rent-
ing movies and games in high-traffic spots like supermarkets and drug stores around
the country. Marketing creates time, place, and ownership utilities. 77me and place
utility occur when consumers find goods and services available when and where they
want to purchase them. Vending machines and convenience stores focus on provid-
ing place utility for people buying newspapers, snacks, and soft drinks. PepsiCo’s
recently launched “Like” Vending Machine takes touchscreen and wireless technol-
ogy even further. The specialized vending machine gives out free samples, but you
have to “like” it on Facebook before it dispenses a free can of Pepsi. Consumers can
use their smartphones to “like” the Pepsi Facebook page, choose a beverage flavor,
and get a free can of Pepsi right away. Or, if they don’t have a smartphone handy, the
vending machine has a large built-in touchscreen that consumers can use to log into
Facebook and “like” Pepsi.

The transfer of title to goods or services at the time of purchase creates
ownership utility. Signing up for a Sandals tropical vacation or buying a TV cre-
ates ownership utility. All organizations must create utility to survive. Design-
ing and marketing want-satisfying goods, services, and ideas are the foundation
for the creation of utility. But where does the process start? In the toy industry,
manufacturers try to come up with items that children will want to play with—
creating utility. But that’s not as simple as it sounds. At the Toy Fair held each
February in New York, retailers pore through the booths of manufacturers and
suppliers, looking for the next Webkinz toys or Lego building blocks—trends
that turn into classics and generate millions in revenues over the years. Market-
ers also look for ways to revive flagging brands and bring them into the digital
age. Classic board games such as Monopoly and the Game of Life now have electronic versions
that use tablet computers to count money and spin the game wheel—complete with the sound
of the old plastic spinner.’

But how does an organization create a customer? Most take a three-step approach: identify-
ing needs in the marketplace, finding out which needs the organization can profitably serve, and
developing goods and services to convert potential buyers into customers. Marketing specialists are
responsible for most of the activities necessary to create the customers the organization wants. These
activities include the following:

* identifying customer needs;

* designing products that meet those needs;

* communicating information about those goods and services to prospective buyers;
* making the items available at times and places that meet customers’ needs;

* pricing merchandise and services to reflect costs, competition, and customers’ ability to
buy; and

* providing the necessary service and follow-up to ensure customer satisfaction after the
purchase.®

A DEFINITION OF MARKETING

The word marketing encompasses such a broad scope of activities and ideas that settling on one
definition is often difficult. Ask three people to define marketing, and three different definitions
are likely to follow. We are exposed to so much advertising and personal selling that most people
link marketing only to those activities. But marketing begins long before a product hits the shelf.
It involves analyzing customer needs, obtaining the information necessary to design and produce
goods or services that match buyer expectations, satisfying customer preferences, and creating and
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Chapter 1 Marketing: The Art and Science of Satisfying Customers

maintaining relationships with customers and suppliers. Marketing activities apply to profit-oriented
businesses such as Microsoft and Overstock.com as well as to not-for-profit organizations such as the
Juvenile Diabetes Research Foundation and the Red Cross. Even governmentrelated agencies such
as the U.S. Postal Service engage in marketing activities. Today’s definition takes all these factors
into account. Marketing is the activity, set of institutions, and processes for creating, communi-
cating, delivering, and exchanging offerings that have values for customers, clients, partners, and
society at large.”

The expanded concept of marketing activities permeates all functions in businesses and not
for-profit organizations. It assumes that organizations conduct their marketing efforts ethically and
that these efforts serve the best interests of both society and the organization. The concept also
identifies the marketing variables—product, price, promotion, and distribution—that combine to
provide customer satisfaction. In addition, it assumes that the organization begins by identifying and
analyzing who its potential customers are and what they need. At all points, the concept emphasizes
creating and maintaining long-term relationships with customers and suppliers.

TODAY’S GLOBAL MARKETPLACE

Several factors have forced marketers—and entire nations—to extend their economic views to events
outside their own national borders. First, international agreements are negotiated to expand trade
among nations. Second, the growth of electronic business and related computer technologies allows
previously isolated countries to enter the marketplace for buyers and sellers around the globe. Third,
the interdependence of the world’s economies is a reality because no nation produces all of the raw
materials and finished goods its citizens need or consumes all of its output without exporting some
to other countries. Evidence of this interdependence is illustrated by the introduction of the euro as
a common currency to facilitate trade among the nations of the European Union and the creation
of trade agreements such as the North American Free Trade Agreement (NAFTA) and the World
Trade Organization (WTO).

Rising oil prices affect the price that U.S. consumers pay for just about everything—not just
gasoline at the pump. Dow Chemical raised the prices of its products up to 20 percent to adjust to

KARIM SAHIB/Getty Images

marketing Theactivity,
set of institutions, and
processes for creating,
communicating, delivering,
and exchanging offerings
that have value for custom-
ers, clients, partners, and
society at large.
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“The Internet is becoming the
town square for the global
village of tomorrow.”

—Bill Gates
Co-Founder, Microsoft

—

FedEx serves its global mar-
ket by enabling customers
in many countries to access
the FedEx website in their
first language.
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ASSESSMENT CHECK

1.1 Define marketing, and explain how it creates

Part1 Designing Customer-Oriented Marketing Strategies

its rising cost for energy. The largest U.S. chemical company, Dow, supplies companies in industries
from agriculture to health care, all of whom were affected by the price hike. Airlines, too, responded
to a near-doubling of the cost of jet fuel. Most carriers now charge customers for redeeming reward
miles, and nearly all impose fees for checked baggage on domestic flights.®

To remain competitive, companies must continually search for the most efficient manufactur-
ing sites and most lucrative markets for their products. U.S. marketers now find tremendous oppor-
tunities serving customers not only in traditional industrialized nations but also in Latin America
and emerging economies in central Europe, the Middle East, Asia, and Africa, where rising standards
of living create increased customer demand for the latest products. Expanding operations beyond
the U.S. market gives domestic companies access to more than 7 billion international customers.
China is now the second-largest market in the world—only the United States is larger. And industry
observers estimate that Chinese customers purchased 20 million cars in a recent year, so automak-
ers worldwide extended their operations to China.” Interestingly, however, signs are mounting that
China’s increasing prosperity may be reducing its attractiveness as a low-cost labor source. Rising
costs already are driving some U.S. manufacturers out of the country, according to the American
Chamber of Commerce. Mexico has taken the lead as the lowest-cost country for outsourced pro-
duction, with India and Vietnam second and third; China stands in sixth place.”

Service firms also play a major role in today’s global marketplace. Telecommunications firms
such as South Africas MTN, Luxembourg’s Millicom International, and Egypt's Global Telecom
Holding have carved out new global markets for their products by following the lead of Finnish firm
Nokia, among the first high-tech firms to create durable and affordable mobile phones specifically
designed for emerging markets. Nokia’s mobile-phone business was recently acquired by Microsoft."
The opportunities for such telecom innovators will continue to grow as long as electricity-reliant per-
sonal computers remain out of reach for millions in the developing world. The United States is also
an attractive market for foreign competitors because of its size and the high standard of living Ameri-
can consumers enjoy. Companies such as Nissan, Sony, and Sun Life Financial of Canada operate
production, distribution, service, and retail facilities in the United States. Foreign ownership of U.S.
companies has also increased. Ben & Jerry’s is a well-known firm with a foreign parent (Unilever).

Although many global marketing strategies are almost
identical to those used in domestic markets, more and more
companies are tailoring their marketing efforts to the needs
and preferences of consumers in foreign markets. It is often
difficult to standardize a brand name on a global basis. The
Japanese, for example, like the names of flowers or girls for

utility. . ; .
4 their automobiles—names such as Bluebonnet, Violet, and
1.2 What three factors have forced marketers to Gloria. Americans, on the other hand, prefer rugged out-
embrace a global marketplace? doorsy names such as Chevy Tahoe, Jeep Cherokee, and

2 _ Contrast marketing

activities during the

five eras in the history of
marketing.

exchange

process Activity in which
two or more parties give
something of value to each
other to satisfy perceived
needs.

Dodge Challenger.

FIVE ERAS IN THE HISTORY OF
MARKETING

The essence of marketing includes managing customer relationships and the exchange process, in
which two or more parties give something of value to each other to satisfy perceived needs. Often,
people exchange money for tangible goods such as groceries, clothes, a car, or a house. In other situ-
ations, they exchange money for intangible services such as a haircut or a college education. Many
exchanges involve a combination of goods and services, such as dinner in a restaurant, where dinner
represents the good and the wait staff represents the service. People also make exchanges when they
donate money or time to a charitable cause such as Habitat for Humanity. Managing customer rela-
tionships like these are the essence of successful marketing.

Although marketing has always been a part of business, its importance has varied greatly.
Figure 1.1 identifies five eras in the history of marketing: (1) the production era, (2) the sales era,
(3) the marketing era, (4) the relationship era, and (5) the social era.
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ERA Production Marketing
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TIME PERIOD

THE PRODUCTION ERA

Before 1925, most firms—even those operating in highly developed economies in western Europe
and North America—focused narrowly on production. Manufacturers stressed production of qual-
ity products and then looked for people to purchase them. The prevailing attitude of this era held
that a high-quality product would sell itself. This production orientation dominated business phi-
losophy for decades; business success often was defined solely in terms of production success.

The production era reached its peak during the early part of the 20th century. Henry Ford’s
mass-production line exemplifies this orientation. Ford’s slogan, “They [customers] can have any
color they want, as long as it’s black,” reflected the prevalent attitude toward marketing. Production
shortages and intense consumer demand ruled the day. It is easy to understand how production
activities took precedence.

However, building a new product is no guarantee of success, and marketing history is cluttered
with the bones of miserable product failures despite major innovations—more than 80 percent of
new products fail. Inventing an outstanding new product is not enough, because it must also fill a
perceived marketplace need. Otherwise, even the best-engineered, highest-quality product will fail.
Even Henry Ford’s horseless carriage took a while to catch on. People were afraid of motor vehicles:
They spat out exhaust, stirred up dust on dirt roads, got stuck in mud, and tied up horse traffic.
Besides, at the speed of seven miles per hour, they caused all kinds of accidents and disruption. It
took savvy marketing by some early salespeople—and eventually a widespread perceived need—to
change people’s minds about the product. Today, most of us could not imagine life without a car
and have refined that need to preferences for certain types of vehicles, including SUVs, convertibles,
trucks, and hybrids.

THE SALES ERA

As production techniques in the United States and Europe became more sophisticated, output grew
from the 1920s into the early 1950s. As a result, manufacturers began to increase their emphasis
on effective sales forces to find customers for their output. In this era, firms attempted to match
their output to the potential number of customers who would want it. Companies with a sales
orientation assume that customers will resist purchasing nonessential goods and services and that
the task of personal selling and advertising is to persuade them to buy.

Although marketing departments began to emerge from the shadows of production and engi-
neering during the sales era, they tended to remain in subordinate positions. Many chief marketing
executives held the title of sales manager. But selling is only one component of marketing. As mar-
keting scholar Theodore Levitt once pointed out, “Marketing is as different from selling as chemis-
try is from alchemy, astronomy from astrology, chess from checkers.”

FIGURE 1.1
Five Eras of Marketing
History

production
orientation Business
philosophy stressing
efficiency in producing a
quality product, with the
attitude toward marketing
that “a good product will sell
itself.”

sales orientation Belief
that consumers will resist
purchasing nonessential
goods and services, with the
attitude toward marketing
that only creative advertis-
ing and personal selling

can overcome consumers’
resistance and persuade
them to buy.
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