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Preface

MARKETING: A KEY TO SUCCESS

This edition of Marketing has been completely revised and updated to reflect dynamic changes
in marketing and its environment. Marketing knowledge is important to every student’s success,
regardless of their career path. There is significant evidence that marketing is becoming a more
important function in organizations, and students will need to be prepared to understand oppor-
tunities and challenges from a marketing perspective. This new edition provides the concepts,
frameworks, and engagement in decision-making experiences that will prepare students for
their careers. It is not enough to learn terminology and memorize concepts. To support success
we provide a portfolio of learning devices to advance learning and critical thinking skills.

Active learning requires a holistic understanding with examples, exercises, and cases facil-
itated by MindTap, our online teaching experience. MindTap provides relevant assignments
that guide students to analyze, apply, and improve thinking, allowing them to measure skills
and outcomes with ease. This means that students using this book should develop respect for
the importance of marketing and understand that the learning of marketing requires in-depth
knowledge and the mastering of essential concepts. We have made the learning experience as
fresh as possible with available research, new examples and boxes, as well as illustrations.

We address how technology is changing the marketing environment. As students prepare
for the new digital world, they will also need to practice developing communication skills,
especially teamwork, that go beyond their personal interaction with digital devices. Digital
media can lower costs, generate awareness, build better relationships with customers, and
achieve improved marketing research. Apps that connect consumers with products are creating
opportunities for closer relationships. Buyers and sellers are entering zones of interdependency
and co-creation of products. The sharing economy, defined as an economic concept harnessing
peer-to-peer power and sharing underutilized resources such as automobiles, boats, and houses
to earn income, is exploding. For example, Airbnb—a website that links people with renters
of lodging accommodations—now has significantly more bookings each evening than Hilton.

We also provide numerous ancillary materials to aid in student comprehension of market-
ing concepts as well as to increase instructor resources for teaching this important material.
Online materials include quizzes, PowerPoint presentations, videos, and flashcards. Our mar-
keting video case series enables students to learn how real-world companies address market-
ing challenges. Our video series has been expanded to include YouTube videos that can bring
engagement and excitement to the classroom. 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 create
effective digital marketing strategies that can enhance marketing efforts. In addition, the entire
book integrates important digital marketing concepts and examples where appropriate.

XVii
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MARKETING INSIGHTS

Airbnb Facilitates the Sharing Lodging Experience

Airbnb has come far in the eight years it
has been in business. The company started
when founders Brian Chesky and Joe Geb-
bia turned their apartment into a bed and
b “fast “hey- 'daff ‘top-

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 market-
ing 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 stu-
dent 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
teaching. 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 comprehensive 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.

and Airbnb takes 3 percent of the booking
price when the property is rented out.

believes it can create more value for more

WHAT’S NEW TO THIS EDITION?

Our goal is to provide the most up-to-date content—concepts, examples, cases, exercises, 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 available 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 2016.

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

:
:
:
s
4
:
:

Despite its immense success, Airbnb

Top Marketing Challenges

‘ome”  rine  ~litk -~ to-

21% 21% 21%

* 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
edition.

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

SNAPSHOT

Quality Remaining  Customer  Quantifying  Integration
Business of Up-to-Date  Acquisition ~ Marketing's ~ of Marketing
Development Leads  with Marketing ROI Tools/Systems
Technology

n =+5,000 global marketers

Source: Salesforce.com, 2015 State of Marketing Survey, p. 6.
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* New research. Throughout the text we have updated content with the most recent research
that supports the frameworks and best practices for marketing.
*  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 mar-

keting illustrations.

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

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 introductory textbooks in the world. We appreciate the confi-
dence 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.

*  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 topics covered
in the chapter. After reading the vignette, the student should be moti-
vated to want to learn more about concepts and strategies that relate to
the varying topics. Students will be introduced to such companies as
Airbnb, Primark, Farmgirl Flowers, and Dressbarn.

Boxed features—Emerging 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 IN MARKETING

Fair Trade—certified organizations require factories to

meet different conditions. They must pay their workers a
minimum wage in the country in which they are employed,
with the intention of working toward a “livable wage.”

A livable wage allows workers to afford basic necessi-
ties. Additionally, brands must pay a premium to factory
workers. These premiums are placed in a collective bank
account and are used for bonuses or to address commu-
nity needs.

The Fair Trade trend is gaining traction among fashion
and home furnishings. After the Bangladesh factory col-
lapsed in 2013, many apparel and home furnishing brands
made a commitment to improve factory conditions. Twenty
brands have chosen to become Fair Trade certified.

Consumers are embracing Fair Trade apparel and
home goods as well. For instance, Bed Bath & Beyond
quickly sold out of back-to-school supplies labeled as Fair
Trade—certified. This demonstrates consumers’ increased
concern for how goods are manufactured. In particular,
Fair Trade certification focuses on improving the labor
conditions of factory workers.

Although fair trade certification costs brands 1-5
percent of what companies pay to factories, it is clear
that demand is on the rise. Fair trade apparel and home
furnishings have increased fivefold in the past few years,
spurring more factories to work toward achieving certifica-
tion. Marketers monitoring the environment are finding the
costs of Fair Trade well worth the benefits.

© Stockphoto.com/CTR design LLC

The Emerging Trends boxes cover such
marketing phenomena as fair trade, market-
ing analytics, and shopping tourism. Fea-
tured companies include Harley-Davidson,
USAA, Marvel, and Netflix.
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MARKETING DEBATE

ISSUE: Should Drugstores Sell Tobacco Products?

When CVS announced it would stop selling tobacco prod-
ucts in 2014, the company acknowledged that this change
in policy would cost it $2 billion in annual revenues. Still,
CVS wanted to highlight its commitment to helping cus-
tomers stay healthy—and, in fact, it renamed the company
CVS Health to spotlight that mission. Some health advo-
cates and state attorneys general praised the move and
called on CVS’s competitors to follow suit by dropping
cigarettes, cigars, and other tobacco products.

However, Walgreens and other drug retailers have not
followed CVS'’s lead. According to a Walgreen’s statement:
“We believe that if the goal is to truly reduce tobacco use
in America, then the most effective thing retail pharmacies

* The Going Green boxes introduce stu-
dents to such topics as bio-plastics, algae
biofuels, and natural claims on cigarette
packaging. Featured companies include
Campbell’s, Walmart, and 1 Hotel.

€ntreprenecurship in Marketing

The Marketing Debate marginal feature discusses
controversial issues related to drugstores selling
tobacco products, banning trans fat from food

can do is address the root causes and help smokers quit.”
Walgreen’s and other drug stores sell numerous smoking-
cessation products, but they also tend to display packs of

products, facial recognition and privacy, the truth-
fulness of native advertising, and surge pricing.

cigarettes near checkout counters, where they can catch
the eye of shoppers.

Even if CVS’s competitors decide to stop selling
tobacco products, the change in policy might not make
a huge difference in smoking rates because more ciga-
rettes are sold at gas stations and convenience stores
than in drug stores. Still, should stores that specialize
in health-related goods and services continue to mar-
ket tobacco products, which are legal but proven to be
unhealthy??

© Stockphoto.com/CTR design LLC

GOING GREEN

Lego: Building with Bio-Plastics

The Lego Company has announced its most daring move
yet in its sustainability efforts: getting rid of plastic. The
Lego Company makes 60 billion blocks a year using the oil-
based plastic ABS. It is estimated that Lego goes through
6,000 tons of plastic annually. The company has made a
strategic decision toward sustainability in its products.
Lego has set the strategic goal of eliminating ABS plas-
tics by 2030. The company estimates that about 75 percent
of its carbon emissions come from extracting and refining
o' “ar its to-~ Elimina* ~~ this tyr~ of plastic »~ !ld there-

million toward developing the Lego Sustainable Materi-
als Centre in Denmark. In particular, Lego is looking for
a substitute for oil-based plastics and believes bio-based
plastics may be the key.

Unfortunately, not everyone is confident Lego will
succeed. ABS plastic is easily moldable, and it is an
ideal composition for ensuring that each Lego piece fits
together. Early forays into plant-based plastics show that
this type of bio-plastic has difficulty clicking, sticking, and
ma* *aining its - “ape. How- "ar. Lego is ~ ~nfider® that it~

© Stockphoto.com/CTR design LLC

* The Entrepreneurship in Marketing feature focuses

Protein Bar Restaurant: Satisfying Consumers

Founder: Matt Matros
i Protein Bar R
Founded: 2009, in Chicago, IL
Success: The Protein Bar restaurant has been featured in
numerous newspapers and has expanded to four cities.

At 22, entrepreneur Matt Matros decided to drastically
change his life. He lost 50 pounds through a strong regi-
men of exercise and a high-protein diet. Afterward, he
decided to start the Chicago-based restaurant Protein Bar.

To be successful, Matros had to select the right mix
of product, distribution, promotion, and price. Matros
conceived of a casual dining restaurant that would offer
T i ans F are* Tror “farir

© Stockphoto.com/CTR design LLC

on the role of entrepreneurship and the need for

creativity in developing successful marketing

strategies by featuring successful entrepreneurial

companies like Protein Bar, Second City, Instacart,

Honest Company, Counter Culture Coffee, and

Scentsy.

Key term definitions appear in the margins to help

students build their marketing vocabulary.

* Figures, tables, photographs, advertisements, and
Snapshot features increase comprehension and
stimulate interest.

include burritos, salads, breakfast items, raw juices,
and side dishes. Matros chose prices for these products
that would be reasonable for on-the-go consumers who
did not want to spend time making their own protein
shakes.

The company has created publicity by recently team-
ing up with Chicago Bears wide receiver Brandon Marshall
to promote a new Protein Bar drink called Crazy Stigma .
Green. For every drink purchased, $1 is donated to the
Project 375 Foundation. Protein Bar has also received
coverage in newspapers such as Washington Post and
Chicago Tribune. The restaurant has expanded to Wash-
ing*an D.C., Nenver, and Boulder, Golorade Matros h>s
e epr 0 r* are N\

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.
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 Dollar Shave Club, Alibaba, Blue Bell Creameries,
Mattel, Hilton Worldwide, Zappos, Theo Chocolate, and CVS.

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 REI, IKEA, Patagonia,
Sseko Designs, and Eaton. Appendices 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

Marketing Strategy and Customer Relationships

In Chapter I, we define marketing and explore several key concepts: cus-
tomers and target markets, the marketing mix, relationship marketing, the
marketing concept, and value-driven marketing. In Chapter 2, we look at an
overview of strategic marketing topics, such as the strategic planning pro-
cess; 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, techno-
logical, and sociocultural forces that can have profound effects on marketing
strategies 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
customers’ needs and evaluate how specific marketing strategies can satisfy
those needs. In Chapter 6, we deal with how to select and analyze target mar-
kets—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 mar-
keters 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 exten-
sions and product modification, new-product development, and product dele-
tions. 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 prod-
ucts, such as order processing, materials handling, warehousing, inventory
management, and transportation. Chapter 15 explores retailing and wholesal-
ing, including types of retailers and wholesalers, direct marketing and selling,
and strategic retailing issues.

Preface
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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 characteris-
tics of price and nonprice competition. We explore fundamental concepts such as
demand, elasticity, marginal analysis, and break-even analysis. We then examine 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 Guides

*  Purpose Statements

* Integrated Lecture Outlines

* 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

*  Guides 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. In this edition, you will find several new questions for each learning objec-
tive. 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 pow-
ered by Cognero is a flexible, online system that allows you to:

* Author, edit, and manage test bank content from multiple Cengage Learning solutions
e 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,
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 the cer-
tification through continuing education. Earning an AMA PCM certification demonstrates to
employers, peers, and clients that the holer:

* Has mastered essential marketing knowledge and practices
*  Goes the extra mile to stay current in the marketing field
*  Follows the highest professional standards

The AMA recommends Pride and Ferrell’s 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/ Professional CertifiedMarketer.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
classroom teaching. Premium lecture slides,
containing such content as advertisements, and
unique graphs and data, have been created to pro-
vide 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, Theo
Chocolate, Alibaba, Louis Vuitton, and Luxottica. MindTap video exercises provide students
with opportunities to use the videos to test and expand their knowledge. New to this edition are
YouTube videos that have been selected by the authors specifically to be used in the classroom
to engage students and illustrate marketing concepts.

Online Role-Play Exercises

The eight role-play exercises, available online, highlight key chapter concepts. These exercises
involve team participation where students engage in a discussion of a marketing dilemma and
provide a solution. The class breaks into teams and reaches decisions that relate to the short
term, intermediate term, and long term. Each team member is assigned a role and should take
on that role in team decision making. The case dilemmas are disguised but are based on real-
world marketing situations. All information, including a background section and the roles, are
online. See the Instructor’s Manual for more guidance on these exercises.

MindTap for Marketing

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

* Personalized Teaching: Becomes yours with a learning path
that is built with key student objectives. Control what stu-
dents see and when they see it. Use it as-is or match to your
syllabus exactly—hide, rearrange, add, and create your own
content.

Preface
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* QGuide 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: Empower instructors and motivate students with analytics and
reports that provide a snapshot of class progress, time in course, and engagement and
completion rates.

Author’s Website

The authors also maintain a website at http://prideferrell.net to provide additional video
resources that can be used as supplements and class exercises. The videos have been developed
as marketing labs with worksheets for students to use after 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. These videos are in addition to the new set of YouTube videos described earlier.

Building a

Marketing Plan

New in this edition, the market-

Dellars

ing plan has been expanded into
eight parts that walk students
through the steps of building a
marketing plan as they finish rel-
o evant content in the book. Online
worksheets  guide  students
through the steps to build a mar-
keting plan and end with a place
for them to upload their work
on their marketing plan for each

The Four Stages of the Product Life Cycle

Introduction Growth Maturity Decline
stage stage stage stage

T section. Sections of Building a
Marketing Plan can be assigned individually or as an entire ongoing project throughout
the course.

SUPPLEMENTS TO MEET STUDENT NEEDS

The complete package available with Marketing includes support materials that facilitate stu-
dent 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
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An Overview of Strategic Marketing

Planning, Implementing, and Evaluating
Marketing Strategies

introduces the field of marketing and offers a broad
perspective from which to explore and analyze various

components of the marketing discipline.

defines marketing and explores some key
concepts, including customers and target markets, the
marketing mix, relationship marketing, the marketing

concept, and value.

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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cha pter 1 An Overview of Strategic

Marketing

OBJECTIVES

1-2
1-3

1-5
1-6
1-7

Define marketing.

Explain the different variables of the marketing mix.
Describe how marketing creates value.

Briefly explore the marketing environment.

Summarize the marketing concept.

Identify the importance of building customer relationships.
Explain why marketing is important to our global economy.



MARKETING INSIGHTS

Airbnb Facilitates the Sharing Lodging Experience

Airbnb has come far in the eight years it
has been in business. The company started
when founders Brian Chesky and Joe Geb-
bia turned their apartment into a bed and
breakfast so they could afford to pay rent.
The founders had identified an unmet cus-
tomer need: the desire to stay in less expen-
sive but homier lodgings. They launched the
Airbnb website in 2007 to connect travel-
ers to people in the area willing to rent out
their couch or extra room. Like Uber, the car-
sharing service, Airbnb embraces the shar-
ing economy concept that promotes the
renting of underutilized human and physi-
cal resources. It sells more rooms per night
than Hilton.

The target market was initially confer-
ence attendees but soon expanded to all
types of travelers. Today Airbnb connects
travelers to lodgings in 34,000 cities across
190 countries. Those who wish to rent an
extra room or house can set their own prices,

Letuve/Dreamstime.com

and Airbnb takes 3 percent of the booking
price when the property is rented out.

Despite its immense success, Airbnb
believes it can create more value for more
customers. For instance, it began to offer
Business Travel on Airbnb to concentrate
on corporate clients. Airbnb claims it has
signed up 700 businesses including Google
and Salesforce.com. It is especially popular
among new employees who are being put
up by an employer until they find a more
permanent location.

Not all stakeholders are happy about
Airbnb, however. Some cities and regula-
tors believe Airbnb encourages owners
of multiple properties to rent them in the
short-term rather than turning them into
long-term residences—thus causing a dis-
ruption in urban housing. However, Airbnb
contends that it is creating customer value
in the form of less-expensive lodging for
travelers and additional income for renters.’
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marketing The process of
creating, distributing, pro-
moting, 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
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Like all organizations, Airbnb strives to provide products that customers want, communicate
useful information about them to excite interest, make them available when and where cus-
tomers want to buy them, and price them appropriately. Even if an organization does all these
things well, however, competition from marketers of similar products, economic conditions,
and other factors can affect 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. Addition-
ally, we take a look at the management of customer relationships 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 com-
plex than most people realize. In this book we define marketing as the process of creating,
distributing, promoting, and pricing goods, ser-
vices, and ideas to facilitate satisfying exchange

relationships with customers and to develop and
maintain favorable relationships with stakeholders
in a dynamic environment. Our definition is con-
sistent with that of the American Marketing Asso-
ciation (AMA), which defines marketing as “the
activity, set of institutions, and processes for creat-
ing, communicating, delivering, and exchanging
offerings that have value for customers, clients,
partners, and society at large.”>

The essence of marketing is to develop satis-
fying exchanges from which both customers and
marketers benefit. The customer expects to gain a
reward or benefit greater than the costs incurred
in a marketing transaction. The marketer expects
to gain something of value in return, generally the
price charged for the product. Through buyer—seller
interaction, a customer develops expectations about
the seller’s future behavior. To fulfill these expecta-
tions, the marketer must deliver on promises made.
Over time, this interaction results in relationships
between the two parties. Fast-food restaurants
such as Wendy’s 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.

The marketing mix variables—which include
product, distribution, promotion, and price—are
often viewed as controllable because they can be
modified. However, there are limits to how much
marketing managers can alter them. Competitive

Source: Kashi ad

Appealing to Target Markets

forces, economic conditions, political forces, laws
and regulations, technology, and sociocultural

Kashi appeals to consumers who desire a nutritious breakfast. forces shape the decision-making environment for
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controllable variables. While some products are tangible goods, services are also products and
represent a significant part of the economy. Entire industries such as health care, entertainment,
sports, and hospitality and tourism provide services.

1-1a Marketing Focuses on Customers

As the purchasers of the products that organizations develop, distribute, promote, and price,
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. The Kashi brand, for example, creates products that satisfy customer needs,
especially those who are looking for a nutritious alternative to more traditional cereals. The
Kashi advertisement of a surfer emphasizes how the health benefits of Kashi cereal help active
individuals live life to the fullest.

Organizations generally focus their marketing efforts on a specific group of customers,
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, Macy’s has increased bilingual signage in its stores and launched a line of clothing
by Mexican singer Thalia Sodi.> Often companies target multiple markets with different prod-
ucts, distribution systems, promotions, and prices for each one. Others focus on a smaller niche
market. Lehman’s Hardware, for example, originally targeted the Amish community with simple
non-electric products. Today Lehman’s markets “simple products for a simpler life”” not only to
Amish customers, but also to environmental advocates, Peace Corps volunteers, and even movie
producers who have used Lehman’s products in movies such as Pirates of the Caribbean.* Home
Depot, on the other hand, targets a number of markets with thousands of product items. It pro-
vides home improvement products for both household consumers and contractors.

Figure 1.1 Components of Strategic Marketing

ECONOMIC
FORCES

PRODUCT

CUSTOMER [DISTRIBUTION

“a

PROMOTION

TECHNOLOGY
FORCES

customers The purchasers

of organizations’ products;

the focal point of all marketing
activities

target market A specific group
of customers on whom an
organization focuses its
marketing efforts
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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

product A good, a service, or
an idea

12 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 also requires promotion that helps
customers to learn about the product and determine if the product will satisfy their needs. It
focuses on communicating availability in the right place and at the right price. It also requires
communicating information that helps customers determine if 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, distribution,
promotion, and pricing—as the marketing mix because they decide what type of each variable
to use and how to coordinate the variables. Marketing creates value through the marketing mix.
A primary goal of a marketing manager is to create and maintain the right mix of these vari-
ables to satisfy customers’ needs for a general product type. Apple is well-known for its imple-
mentation of the marketing mix. It routinely engages in research and development to create
new or upgraded products. It promotes these products through advertising, social media, and
media events. Apple distributes the products through its own retail stores, AT&T, and other
service providers, as well as through the Internet. It provides these products at a premium price
to convey their quality and effectiveness. 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 customers
in the target market. Clothing retailer Billabong, for example, targets shoppers with an active
lifestyle with snowboarding, surfing, and skateboarding clothing and accessories. The company
distributes these products through stores in shopping malls at competitive prices and supports
them with promotional activities such as advertising and social media. Additionally, market-
ing managers must constantly monitor the competition and adapt their products, distribution
decisions, promotion, and pricing to foster long-term success.

Before marketers can develop an appropriate 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 pref-
erences for product features, their attitudes toward competitors’ products, and the frequency
with which they use the product. Billabong, for example, has to closely monitor fashion trends
and adjust its marketing mix accordingly to continue to satisfy its target market. Armed with
market information, marketing managers are better able to develop a marketing mix that satis-
fies a specific target market.

Let’s look more closely at the decisions and activities related to each marketing mix
variable.

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 professional sports such as baseball, basketball, hockey, and foot-
ball. The product variable of the marketing 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, Ford F-150 trucks, and
iPhones 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,
insurance, banking, health 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
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Types of Products
Sports events are intangible products that provide fans with a fun experience. Furniture represents a tangible good that
consumers use for comfort and relaxation.

ideas to help improve their relationship. Other marketers of ideas include political parties,
churches, and animal protection groups.

The product variable also involves creating or modifying brand names and packaging and
may include decisions regarding warranty and repair services. For example, New Belgium
Brewing introduced aluminum cans because they can be recycled easier than glass bottles and
are safer to use in some environments. The company adapted its product’s packaging to provide
a healthier and “greener” offering.

Product variable decisions and related activities are important because they directly relate
to customers’ needs and wants. Apple continues to upgrade its iPhone using different model
numbers such as 5, 6, and 7 to signal new modifications. 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 unaccept-
able profits.

1-2b The Distribution Variable

To satisfy customers, products must be available at the right time and in appropriate locations.
Subway, for example, locates its restaurants 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 44,489 Subways in 111 different countries, sur-
passing McDonald’s as the world’s largest chain.’

In dealing with the distribution variable, a marketing manager makes products available
in the quantities desired to as many target-market customers as possible, keeping total inven-
tory, transportation, and storage costs as efficient as possible. A marketing manager also may
select and motivate intermediaries (wholesalers and retailers), establish and maintain inventory
control procedures, and develop and manage transportation and storage systems. All compa-
nies must depend on intermediaries to move their final products to the market. The advent of
the Internet and electronic commerce also has dramatically influenced the distribution vari-
able. Consider Amazon’s distribution system that is now integrating its own warehousing and
transportation to deliver products—sometimes the same day they are ordered. Companies now
can make their products available throughout the world without maintaining facilities in each
country. For instance, Pandora and Spotify have benefitted from the ability to stream music
over the Internet. Customers can listen to music for free with commercial interruptions, or they
can pay to upgrade to listen without commercials. Pandora has 80 million active users, while
Spotify has 60 million.

©Photographee.eu/Shutterstock.com
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Distribution

Spotify uses digital distribution
to allow consumers to stream
videos, podcasts, and music.
For paid premiums, users can
view entertainment uninter-
rupted by commercials.

endermasali/Shutterstock.com

1-2c The Promotion Variable

The promotion variable relates to activities used to inform and persuade to create a desired
response. Promotion can increase public awareness of the organization and of new or existing
products. It can help create a direct response by including a link to access a website or order
a product. Consider Geico’s television and radio advertising that encourages people to spend
15 minutes “to save 15% or more on car insurance.” Geico’s tagline is meant to elicit a direct
response from consumers, encouraging them to take 15 minutes to make a sales call to a Geico
representative.

Promotional activities can inform customers about product features. The Purina advertise-
ment, for instance, describes how its ONE® cat food is made from real poultry and fish and
that its veterinarian-recommended formula is nutritious for all ages of cats. In addition, promo-
tional activities can urge people to take a particular stance on a political or social issue, such
as smoking or drug abuse. For example, the U.K. nonprofit Women’s Aid released an experi-
ential marketing campaign to draw attention to victims of domestic violence. The organization
used a pro bono agency to install billboards depicting a bruised woman. The billboards were
equipped with facial recognition software so that when people walked by and looked at the
advertisement, the bruises would “heal” to demonstrate that ordinary people can work toward
stopping domestic violence.”

Promotion can also help to sustain interest in established products that have been avail-
able for decades, such as Jell-O or Tide detergent. Many companies are using the Internet to
communicate information about themselves and their products. Trader Joe’s website provides
a diverse array of recipes using ingredients that can be found in its stores.?

1-2d The Price Variable

The price variable relates to decisions and actions associated with pricing objectives and poli-
cies and actual product prices. Price is a critical component of the marketing 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. Seven 4 All Mankind jeans,
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for example, have an image of high quality
and high price that has given them significant
status. Other companies are skilled at provid-
ing products at prices lower than competitors
(consider Walmart’s tagline “Save Money,
Live Better”’). Amazon uses its vast network
of partnerships and cost efficiencies to pro-
vide products at low prices. Brick-and-mortar
retailers have not been able to offer compa-
rable products with prices that low, provid-
ing Amazon with a considerable competitive
advantage.

The marketing-mix variables are often
viewed as controllable 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 of most tangible goods is
expensive; therefore, such product features
cannot be altered very often. In addition, pro-
motional campaigns and methods used to dis-
tribute products ordinarily cannot be rewritten
or revamped overnight.

Source: Purina advertisement

Trademarks cwned by Société des Produits Nestié S.A Vevey, Switzeriand

ian recommended Purina ONE* formulas

1-3 MARKETING
CREATES VALUE

Value is an important element of managing
long-term customer relationships and imple-
menting the marketing concept. We view
value as a customer’s subjective assessment of
benefits relative to costs in determining the Promotional Activities

om/purinacnecats

ONE Food.
Whole Body Health For Life.

| \ONE

SALMON & TUNA
FLAVOR

= |3

PurinaONE com/WholeBodyHealthCat

worth of a product (customer value = This Purina advertisement informs the audience about how its ONE® formula is full of

customer benefits — customer costs). Consum-  nutritious ingredients for cats.
ers develop a concept of value through the
integration of their perceptions 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 maxi-
mizing 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
different level of service, amenities, and atmosphere to satisfy its guests. Motel 6 offers the
minimum services necessary to maintain a quality, efficient, low-price overnight accom-
modation. 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 they desire and their willingness and ability to pay for the costs associated
with the benefits.

value A customer’s subjective
assessment of benefits relative
to costs in determining the
worth of a product



