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ABOUT THIS EDITION

Your students are going places—not only in the
future, but right now—and Marketing, g9e can take
them wherever they need to go. Its lively pres-
entation of concepts will pique student interest
in a marketing major and provide a memorable
reference point for majors in other business dis-
ciplines. Our book is strong enough to support a
student looking ahead to an MBA or jumping
right into the workplace. Wherever your stu-
dents want to go, Lamb, Hair, McDaniel’s Market-
ing 9e can take them there.

SO WHAT'S NEW?

If you are already familiar with Marketing, you
may be asking, “So what’s new?” The answer is
quite a bit.

New Content

In addition to the dozens of new examples in
each chapter, we have added new topical con-
tent and revised and updated existing material
throughout the book.

PART 1 We have retained the proven format of
Chapter 1 (An Overview of Marketing) and the
Career Appendix that introduces students to
various aspects of a career in marketing, like
types of marketing jobs, pay scales, preparation
for interviewing, and what to expect the first
year on the job. Chapter 2 (Strategic Planning for
Competitive Advantage) reintegreates the BCG
portfolio matrix and culminates with a brand
new Marketing Plan Appendix on E-motion soft-
ware, a real company based in Massachusetts.
The thorough—and real—marketing plan helps
students better understand the level of detail
needed in plotting out a marketing strategy. A
thoroughly revised Chapter 3 (Social Responsi-
bility, Ethics, and the Marketing Environment)
includes new content on ethical values and
norms for marketers, tackles the issue of sus-
tainability, and offers new content on demo-
graphics, including new material on time-

pressed consumers and women as principal eco-
nomic decision makers. We added a section on
Tweens to complement our fully revised sections
on Generation Y, Generation X, baby boomers,
Hispanic Americans, African Americans, and
Asian Americans. The chapter also contains new
information on consumer privacy and related
legislation. Chapter 4 (Developing a Global
Vision) has been greatly revised to reflect con-
stant changes in the global marketplace. There
is new material on the Doha Round of WTO
talks and on the Central American Free Trade
Agreement. Information about the U.S. Commer-
cial Service has been updated, as has the con-
tent related to the effects of purchasing power
across nations, global distribution of wealth, the
World Bank, the International Monetary Fund,
and the effects of exchange rates.

PART 2 Chapter 5 (Consumer Decision Making)
has a new section on how blogging is changing
the concept of opinion leadership. Chapter 6
(Business Marketing) has a completely revised
section on business marketing on the Internet
and a reworked section on strategic alliances
and trust in business relationships. In Chapter 7
(Segmenting and Targeting Markets) we’ve con-
densed the section on one-to-one marketing to
give your students what they need to know and
have updated all the sections on age, gender,
and ethnic segmentation. Chapter 8 (Decision
Support Systems and Marketing Research) has
new sections on the uses of blogging for market-
ing research, marketing research aggregators,
ethnographic research, and online focus groups.

PART 3 Chapter 9 (Product Concepts) has new
statistics on top brands, and Chapter 10 (Devel-
oping and Managing Products) adds new content
on the roles of innovation and the Internet in
product development.

PART 4 Companies everywhere are working to
squeeze inefficiencies out of their supply chains,
so in Chapter 12 (Supply Chain Management) we
discuss how technology is affecting multiple
aspects of the distribution channel. Chapter 13

I0VaINdg



PREFACE

(Retailing) contains an enhanced section on
Internet retailing, a better explanation of inter-
activity, and the most current retailing statistics.

PART 5 Chapter 14 (Integrated Marketing Com-
munications) explores the role and responsibility
of marketing for public health and how blogging
is changing the basic marketing communication
model. Chapter 15 (Advertising and Public Rela-
tions) stays abreast of a wide variety of alterna-
tive media. The impact of digital video recorders
(DVRs) like TiVo are debated, and there is new
information on product placement. We've also
reorganized the discussion of sponsorships to
make it more intuitive for the student.

PART 6 Chapter 17 (Pricing Concepts) includes a
revised section on the role of the Internet in
pricing structures and the related impact on
demand. New content on psychological pric-
ing (which digits in the price matter most to
consumers) is included in Chapter 18 (Setting
the Right Price), where we also cover the

lastest cases in price fixing.

PART 7 You may be wondering what we’ve
done with the Internet chapter. Because the
Internet touches every aspect of marketing,

we have moved the content from that chapter
into relevant chapters throughout the book.
You'll read integrated Internet content in every
chapter. Customer Relationship Management is
now covered in Chapter 19.

New Marketing and
You Surveys

Today’s students
demand their courses be
relevant, and to help you
make that connection,
we have added a short
survey to each chapter
opener. Adapted from
material in the Marketing
Scales Handbook, these

& ". tlng

Please note your opinion on
each of the following questions.

Using the following scale, enter your opinion.

1 2 3 4 5 6

L | | | | |
Strongly Strongly
agree disagree

— | frequently have problems making
ends meet.

— My budgeting is always tight.

— |l often have to spend more money

than | have available.
C (111

YOU ReSults

— | do not consider myself financially
well off.

___ lam generally on a tight budget. A high score indicates that you operate
within budget constraints. Living on a
budget doesn’t necessarily mean that
you change your shopping behavior or
your price comparison behavior, how-
ever. Low scores relate to financial
health and a tendency to be brand loyal.
After reading Chapter 7, you can see
why income and financial situation can
be an important segmentation variable!

— Meeting an unexpected expense
of $1,000 would be a financial
hardship.

Total your score. Now, read the
chapter and find out what your
score means at the end.

xviii

short polls are an engaging way to introduce stu-
dents to a new concept. Even though this is their
first marketing course, Marketing & You polls
show them that they already have experience
with marketing. Scoring instructions are given,
and general results provided. Marketing & You is
not meant to be used in a scientific context; it is
just an interesting and fun way to introduce the
chapter material.

New Videos on Modern Companies

For the Ninth Edition of Marketing, we have cre-
ated a set of entirely new videos on companies
your students and you will recognize. Company
Clips segments average 8 minutes in length,
which is enough time to cover core marketing
issues facing
Method, ReadyMade
Magazine, Sephora,
Vans, Kodak, and
Acid+All. Segments
are rich enough to
allow you to teach
through the video,
integrating lecture
and video to create
a richer learning
experience. Tips on how to do this are included
in the Instructor Manual with Video Guide.

New Integrated Coverage of the Internet

The Internet touches all aspects of marketing.
For this reason, the Ninth Edition contains Inter-
net coverage in almost every chapter. For exam-
ple, different aspects and applications of blog-
ging are covered in 5 chapters! That’s because
blogging is a critical part of the external envi-
ronment, changing who is considered an opin-
ion leader; opening new avenues for marketing
research; altering the basic marketing communi-
cations model; and becoming a hot advertising
medium. Integrated coverage of the Internet
allows students to encounter this revolutionary
aspect of marketing multiple times over the
course of the semester, rather than just once at
the end.

New Design

A new feature worth mentioning is the clean
design of the Ninth Edition. Research has told
us that students were having trouble focusing
on the main material because of the number of
distractions on each page. This edition main-
tains visual interest without overwhelming the
students.



CLASSIC FEATURES HAVE BEEN
UPDATED AND ENHANCED

Looking Forward

Each chapter begins with a new, current, real-
world story about a marketing decision or situa-
tion facing a company. These vignettes have
been carefully prepared to stimulate student
interest in topics to come in the chapter and
can be used to begin class discussion. In the
Ninth Edition, you’ll read about companies like
Kiehl’s, Beacon Street Girls, General Electric,
Wal-Mart, Procter & Gamble, GAP, Porsche, Star-
bucks, Virgin Mobile, XM Satellite Radio, and
others.

Visual Learning Outcome Summaries

Through our years of teaching, we know that
not all students learn the material the same
way. Some can read books and understand the
concepts just from their verbal presentation.
Other students need to rewrite the material in
their own words in order to understand it com-
pletely. Still others learn best from diagrams and
exhibits. Student focus groups have confirmed
this experience in a more quantitative way:.

For this reason, we have retained our visual
Review Learning Outcomes, which are designed
to give students a picture of the content, to help
them recall the material. For example, Learning
Outcome 4 in Chapter 4 discusses the various
ways of entering the global marketing place. The
detailed discussion, of everything from export-
ing to direct investment, ends with the following
review:

International
Trade A {\(\g

These reviews are not meant to repeat every
nuance of the chapter content. Rather, they are
meant to provide visual cues that prompt the
student to recall the salient points in the chapter.

Global Perspectives Boxes

Today most businesses compete not only locally
and nationally, but globally as well. Companies
that may have never given a thought to export-
ing now face competition abroad. Thinking glob-
ally should be a part of every manager’s tactical
and strategic planning. Accordingly, we address
this topic in detail early in Chapter 4. Global
marketing is fully integrated throughout the
book, cases, and videos, as well.

Our Global Perspectives boxes provide
expanded global examples of the marketing
issues facing companies on several continents.
Each box concludes with thought-provoking
questions carefully prepared to stimulate class
discussion. You'll read about consumer behavior
in Poland, how to do business in India, how Car-
refour approaches discounting, pricing for South
American airlines, and more.

GLOBAL Perspectives

Nestlé’s bottled water is among the top five
international brands of bottled water in volume
! of sales and is sold in 35 countries. More than
g 90 percent of Nestlé’s water sales occur in
North America and Europe.

Italians have the highest average annual con-
sumption of bottled water in the world. Although the tap water in
Italy is drinkable, talians prefer bottled water, and about 265 differ-
ent brands of bottled water are available there. Nevertheless, Italians
do not drink their bottled water on the go. Instead, they buy large
bottles of water to serve at meals. Italian mothers tell their children
that eating and drinking while walking can cause indigestion and that
it's bad manners to eat or drink anywhere but at the table. Even if
Italians wanted to drink bottled water on the street, they would have
difficulty finding it. Although bottled water can be purchased in bars
or at kiosks near tourist attractions such as the Colosseum in Rome,
it isn't widely available on the street. Strict licensing laws restrict
sales of food or drinks at places like newsstands.

Now Nestlé is trying to grow its market in Italy by changing
these long-standing traditions. It has developed a marketing strat-
egy designed to get Italian consumers to drink water on the go.

The company started its campaign with Acqua Panna, a brand
aimed at women. Television ads featured a fashionable cartoon
character named Lulu who carries a purse containing Acqua
Panna in a squeezable hourglass-shaped bottle, called Panna 75.
The bottle has a newly designed membrane top created by Nestlé
to prevent water from leaking into a leather handbag, The ads
show the bottle tipped over to demonstrate that it doesn't leak.
Nestlé also hired apparel designer Roberto Cavalli o create a lim-
ited edition label for the water, and a small plastic purse that he
designed to hold Panna 75 was given out at one of his fashion
shows in Milan. Finally, to encourage Italians to drink water out-
doors, Nestlé managers organize pickup soccer games and aero-
bic sessions on Italian beaches. Of course, Nestlé bottled water is
passed around at all these events.

With these efforts, Nestlé increased its share of the $3 billion
Italian water market to 29 percent in 2004, up from 25.8 percent
in 2003. Almost all of the increase was due to sales of water in
smaller, more portable bottles.!

Do you think that Nestlé should try to change deep-seated
Italian habits in order to sell more drinking water? Explain your
answer.

Ethics in Marketing Boxes

In this edition we continue our emphasis on
ethics. The Ethics in Marketing boxes, complete
with questions focusing on ethical decision
making, have all been revised. This feature
offers provocative examples of how ethics
comes into play in many marketing decisions.
Are packaged-food companies responsible for
childhood obesity levels? Should Nestlé charge
for bottled water in developing nations? What
should companies do to ensure that consumers’
personal data is protected? Is tweaking someone
else’s invention an ethical way to develop new
products?

Students will consider these and many other
hotly debated, ethical questions.

Xix

IdDvdiddd



PREFACE

DISTRIBUTION DECISIONS

mcs in Marketing

When Toys “R" Us launched its Web site in

time for the 1999 holiday shopping season, the
company was not ready for the success it was
going to have. The site was an instant hit with
consumers, but the company had terrible prob-

lems filling many orders and was lambasted in
the press for weeks after the holiday results were announced. That
same year, the world's pioneering e-tailer, Amazon.com, also expe-
rienced problems—not with filling orders, but with inventory.
Amazon was often out of stock on popular items and overstocked
on unpopular ones.

The following year, Amazon and Toys “R” Us brokered what
was then considered a landmark deal. Toys “R” Us would sell toys
online exclusively through the Amazon.com site. For its part,
Amazon would make Toys “R" Us the only toy retailer in its online
shopping mall for ten years. After that milestone agreement,
Amazon brokered tons of deals with specialty retailers. More than
a million companies including Circuit City, Office Depot, Borders,
Eddie Bauer, Drugstore.com, Guess?, J&R Music, Ice.com, and
Computer World wanted access to the Internet’s most reliable
order-filling operation. In a single year, the number of online mer-
chants selling through Amazon increased nearly 30 percent.

Then, only two years into its groundbreaking contract with Toys
“R" Us, Amazon signed what would become another milestone
agreement with Target. The addition of Target angered Amazon's
specialty retailers, who saw their exclusive arrangements jeopard-
ized by Target's wide assortment of products. Amazon itself began
selling products that ate into its partners’ business. For example,
Amazon began selling pearl necklaces and diamond earrings, some

of the best-selling items at Ice.com, an Amazon partner. Some retail-

ers, like Circuit City, canceled their agreements, saying that they
weren't making enough money through Amazon to justify the
expense. Toys “R” Us, however, did not go quietly.

Feeling extreme pressure from Wal-Mart and Target off-line,
Toys “R" Us sued Amazon for breach of contract (Toys “R" Us still
had eight years left in its contract with Amazon). Amazon counter-
sued, arguing that Toys “R" Us was in violation of the agreement
because it was not able to supply enough product to Amazon cus-
tomers. The two companies fought out their disagreement in court
until 2006, when a judge formally severed their contract, basically
agreeing with Toys “R” Us.23

Are multiple distribution channels unethical? Are competition
and conflict in the Intemet space different than in the physical
world of retailing?

Some examples are researching the com-
plete supply chain for a specified product; creat-
ing an advertising campaign for a product, using
the rules from the Hasbro game Taboo; role
playing a televised interview after a marketing
crisis; and much more.

PART 4
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Review and Applications

To help students focus their study time, we con-
tinue to group end-of-chapter discussions and
writing questions with their related learning
outcome summary. Questions are numbered
according to the learning outcome to which they
correspond. For example, the summary point for
Chapter 10, Learning Outcome 5 has three
related questions. They are numbered 5.1, 5.2,
and 5.3. This organization helps students iden-
tify questions pertinent to the learning outcome
they are studying, allowing each chapter to
function as a series of content blocks that can
be read over multiple study sessions.

APPLICATION EXERCISE 2

An important concept in promotion is semiotics, or the study of meaning and meaning-

producing events. An understanding of semiotics can help you not only to identify

objects (denotation) but also to grasp the utiity of images and associations (connota-
tion). By manipulating connotations of objects in advertising, you can create, change, or
reinforce images for products. Thus, semiotics is a powerful tool for brand management
and promotion.30

Activities

1. Make a st of ten images and associations that come to mind for each of the following
items: baseball, viny! record aloum, spoon, ubber band.

2. Look through magazines and see if you can find print advertisements that include each
of the items (baseball, vinyl record album, spoon, rubber band) in a supporting role
What seems to be the message of each ad? How does the item help create or rein-
force an image for the product being sold in the ad?

3. Think of an everyday object of your own. What are is likely connotations? For example, a
dog in a car might signal a family vehicle, but a dog also connotes loyalty, “man's best
friend,” and dependabilty. What images and associations are likely with your tem? Make
allst of as many as you can.

4. Now use your object and lst of assaciations to create an image for another product
Think of the likely connotations your bject will have for a certain target market and
How such connotations can support a brand image. For example, i your everyday object
is a candle, you might choose lingerie for your product, based on a candle’s romantic
connotations.
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Explain the diffusion process through which new products are adopted. The
diffusion process is the spread of a new product from its producer to ulti-
mate adopters. Adopters in the diffusion process belong to five categories:
innovators, early adopters, the early majority, the late majority, and laggards.

Product characteristics that affect the rate of adoption include product complexity, com-

patibility with existing social values, relative advantage over existing substitutes,

observability, and “trialability.” The diffusion process is facilitated by word-of-mouth
communication and communication from marketers to consumers.

5.1 Describe some products whose adoption rates have been affected by complexity, com-
patibiity, relative advantage, observability, and/or “trialability.”

5.2 What type of adopter behavior do you typically follow? Explain.

5.3 Review Exhibit 10.3. Analyze each product on the graph according to the characteristics
that influence the rate of adoption. For example, what can you conclude from the data
about the relative advantage of DVD audio? Wiite one to two pages explaining your
analysis.

\ 4

Application Exercises

Application exercises at the end of each chapter
give students the opportunity to work with mar-
keting concepts in various real-world contexts.
We incorporate activities (rather than questions)
to help students appreciate the width and depth
of the marketing industry. These exercises come
from instructors around the country who have
contributed their teaching ideas to our unique
supplement, Great Ideas in Teaching Marketing,
since the First Edition. Each exercise selected
was a winner in the “Best of the Great Ideas in
Teaching Marketing,” as voted by a panel of 35
faculty judges. You can be sure that these appli-
cations will be successful whether used as class-
room activities or team projects assignments.

Ethics Exercise

The business press has reported on numerous
scandals and trials in recent years. Although some
might say that these occurrences are the work of a
few bad apples spoiling the bunch, it is clear that
ethical decision making plays a very important
role in a company’s success and prosperity. An
Ethics Exercise appears at the end of every chap-
ter. A brief scenario presents students with a situ-
ation in which the right thing to do may or may
not be crystal clear. Use these exercises to show
students the limitations to a code of ethics and to
reinforce the importance of not simply consulting
existing rules of conduct, but also of developing an
ethical personality.

ETHICS EXERCISE
A-Z Grocery Company is well known for offering quality grocery products at the lowest
prices in the market. When the company applied for a zoning change to build a new
store in a middle-class neighborhood, several members of the city council objected
because the company has no stores in low-income neighborhoods, where they argue
the low prices are needed most. The company contends that it cannot operate prof-
itably in these neighborhoods because of higher security and operating costs.

@

Questions
1. Should low-cost retailers be required to locate near low-income customers?

= Why or why not?
2. Does the AMA Code of Ethics address this issue? Go to httpy/www
marketingpower.com and review the code. Then, wiite a brief paragraph
’ on how the AMA Code of Ethics relates to retaiing locations:

Entrepreneurship Case

Entrepreneurship, whether in the newest dot
com or in America’s largest corporations, is
what fueled the greatest period of expansion in
American history. Ten chapters have new entre-
preneurship cases, highlighting the challenges
facing entrepreneurs in the 21st century. These
cases focus on a wide variety of companies, like
Ethel’s Chocolate Boutiques, CamelBak (maker of
personal hydration systems for outdoor enthusi-
asts and the military), Wicked (the fantastically
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successful Broadway production), NetFlix, and
American icon Ron Popeil, among others.

But we also recognize that entrepreneurial
activities take place across the Fortune 500, so
we profile industry giants like Apple and its new
Garage Band software, Best Buy, and Cirque du
Soleil. All have used a highly entrepreneurial
approach in various parts of their business. Your
students will find these cases an exciting and
challenging aspect of each chapter.

Entrepreneurship Case

NETFLIX READY FOR PRIMETIME

Shocked at the $40 fee he incurred for a late return of Apollo 13, Netflix founder Reed

Hastings decided that in the age of the Internet, there had to be a better way to rent

videos for home viewing. Thus, in 1997, he started an Internet-based, DVD rental serv- g

ice that offered direct-to-home deliveries with no late fees. A mere decade and 4 mil- €

lion subscribers later, Netflix has taken on established video rental companies such as ©

Blockbuster, Hollywood Video, and Wal-Mart and emerged as the leader in innovation z

and customer service. i3
In addition to betting that the Internet would be the future of the video rental mar-

ket, Hastings made a few other key predictions that helped him develop a company

with almost $700 million in revenue in under ten years. He watched as moviegoers fled

public theaters for the comfort of home theater systems, and he observed those same

consumers embracing the features, capacity, and high-quality format of the DVD. Real-

izing that the Internet could allow those same convenience seekers 24-hour browsing ®

and selection access to an unprecedented volume of movie titles in a single digital

Biz Flix

Biz Flix gives you a captivating modality to
launch your lecture. These 2- to 3-minute clips
from feature films provide
an entertaining and meta-
phoric look at marketing.
Some depict concrete mar-
keting concepts, like the clip
on pricing from the cult
classic Fast Times at Ridge-
mont High, and the clip from The Jerk, showing
Steven Martin embodying the marketing concept
with his portrayal of Navin Johnson. Other clips
provide a quick, engaging way to start the class:
a brand montage from Josie and the Pussycats;
and a money-handling scene from Casino nar-
rated by Robert De Niro, whose description
sounds a lot like a marketing channel. Other
clips are from Family Man, The Bourne Identity, The
Money Pit, Jaws, Man’s Favorite Sport, and more.

Marketing Miscues

Mistakes can have tough consequences, but they
also offer a great lesson. This is especially true in
marketing. At the end of
each part, you will find new
cases that describe good and
bad ideas that couldn’t make
it in the rough-and-tumble
marketplace. Often amusing
and always interesting, these
cases about iPod’s troubles
with the Nano, Burger King’s
troubles with Coq Roq, and
Grand Theft Auto’s trouble

with ratings, will help your students avoid the
same mistakes made by these well-known com-
panies. After all, making smart decisions is at the
heart of successful marketing.

Critical Thinking Cases

In today’s dynamic business environment, man-
agers must constantly make decisions. For that
reason, marketers must be able to quickly evalu-
ate data and craft appropriate response strate-
gies. In the hope of better preparing the next
generation of business
leaders, Marketing,
Ninth Edition,
helps students
develop critical
thinking skills with a
more challenging com-
prehensive case at the
end of each of the seven
major parts—all of them new
for this edition. Critical Think-
ing Cases feature issues con-
fronting well-known brands like Whole Foods
Market, NASCAR, Yahoo, and HGTV, and ask stu-
dents to evaluate the situation, identify key
issues, and make decisions.

OUR PEDAGOGY IS DESIGNED WITH
YOUR STUDENTS IN MIND

All of our new and exciting content is anchored
by the cornerstone of our text, our fully Inte-
grated Learning System (ILS). The text and all
major supplements are organized around the
learning outcomes that appear at the beginning
of each chapter, so Marketing is both easy to
teach from and to learn.

A numbered icon like the one shown here
identifies each objective in each chapter and
appears next to its related material through-

out the text, Instructor’s Manual, Test

Bank, PowerPoint, and Study Guide.

In addition, we consider multiple
learning styles in the organization of our
text pedagogy.

Our Text Pedagogy Excites
and Reinforces Learning

Pedagogical features are meant to reinforce
learning, but that doesn’t mean that they have
to be boring. We have created teaching tools
within the text itself that will excite student
interest as well as teach. Not one of our features
is casually included: each has been designed
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and written to meet a specific learning need,
level, or style.

e Cross-Functional Connections: No marketer
is an island. Marketing professionals work
with every functional area of the company.
The Cross-Functional Connections that open
every part explore the give-and-take
between marketing and all other business
functions. Solutions to the topical questions
are provided in the instructor manual.

e Online: Activities with URLs appear in the
margins throughout each chapter and are

tied either to

organizations

mentioned in the

text or to the con-

cepts being dis-

cussed. Because

each activity calls
for student effort and feedback, you can use
these mini-exercises as additional assign-
ments or quizzing opportunities.

e Quick Check: This quick checklist helps stu-
dents take inventory of their retention. Quick
Check lets students evaluate how confident
they are by scoring themselves on how well
they think they understand the chapter con-
cepts: How well can they describe the concept
of exchange; explain the marketing concept;
outline the creative decisions in advertising?
Based on their scores, students are directed to
move on to the applications, reread the chap-
ter, or visit their instructor during office hours.

e Terms: Key terms appear in boldface in the
text, with definitions in the margins, making
it easy for students to check their under-
standing of key definitions. A complete
alphabetical list of key terms appears at the
end of each chapter as a study checklist,
with page citations for easy reference.

e Review and Applications: The end of each
chapter contains a section titled Review and
Applications, a summary that distills the
main points of the chapter. Chapter sum-
maries are organized around the learning
outcomes so that students can quickly check
their understanding of chapter concepts.
Discussion questions and activities are
under the learning outcome to which they
pertain.

e Writing Questions: To help students improve

1/ their writing skills, we have
BW included writing exercises in the
review section at the end of each

chapter. These exercises are marked with the
icon shown here. The writing questions are

Sweepstakes Online

How do online sweepstakes sites compare with the
kind of sweepstakes entries you receive in the mail?
Visit the popular sweepstakes site
Sweepstakesonline.com. Do any of the contests
interest you? Do you think the online pitches are ethi-
cal? Why or why not?
http://www.sweepstakesonline.com

Online

designed to be brief, so that students
can accomplish writing assignments in a
short time and instructors’ grading time
is minimized.

e Team Activities: The ability to work collabora-

tively is a key to success in today’s
@ business world. End-of-chapter team

activities, identified by the icon
shown here, give students opportunities to
learn to work together by engaging in consen-
sus building and problem solving.

e Application Exercise: These activities are
based on winning teaching ideas from the
“Best of the Great Ideas in Teaching Market-
ing” contest held in conjunction with the
publication of the Eighth Edition. Developed
by professors across the country, these exer-
cises allow students to explore the principles
of marketing in greater detail through
engaging and enjoyable activities.

e Ethics Exercise: Short ethical dilemmas help
students practice doing the right thing.
Questions following each scenario prompt
students to make an ethical decision and
explain the rationale behind it.

e Entrepreneurship Case: All chapters contain
an entrepreneurship case with questions
that help students work through problems
facing real small businesses today.

All components of our comprehensive sup-
port package have been developed to help you
prepare lectures and tests as quickly and easily
as possible. We provide a wealth of information
and activities beyond the text to supplement
your lectures, as well as teaching aids in a vari-
ety of formats to fit your own teaching style.

WE INTEGRATE TECHNOLOGY
IN A MEANINGFUL WAY

From the beginning, we have integrated new
technologies into our Integrated Learning Sys-
tem in a meaningful way. The Ninth Edition
continues this tradition by adding new and
exciting content to our technology materials.
We have also enhanced and refined popular
media supplements to bring concepts alive in
the classroom.

ThomsonNOW

ThomsonNOW for Marketing, ge, is an online
assessment-driven and student-centered tutorial
that provides students with a personalized
learning plan. Based on a diagnostic Pre-Test, a
customized learning path is generated for indi-
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vidual students that targets their study needs
and helps them to visualize, organize, practice,
and master the material in the text. Media
resources enhance problem-solving skills and
improve conceptual understanding. An access
code to ThomsonNOW for Marketing, ge, can be
bundled with new textbooks.

All chapter materials are organized by topic.
The learning path includes animated figures from
the textbook and mini-lectures, both of which are
narrated to help students visually integrate con-
cepts. It also includes an “Ask the Author” video
segment, in which one of the authors responds to
frequently asked questions (FAQs) about the mar-
keting topics discussed in the given chapter.
ThomsonNOW also includes an eBook.

For the instructor, ThomsonNOW contains
several assignments related to content in the
text. Students can complete online homework
tied to the Entrepreneurship Cases and the
Company Clips in each chapter, as well as to the
Marketing Miscues and Critical Thinking cases
that appear at the end of each part. Thomson-
NOW can automatically grade assignments and
feed results into an electronic gradebook, where
students can also see their own grades. AACSB
tags on the Personalized Study Plan, homework,
and Test Bank help instructors evaluate student
performance against accreditation standards.
ThomsonNOW is a full-service course manage-
ment solution.

Who Wants to Be a Marketer?

When we debuted Who Wants to Be a Mar-
keter? with the Sixth Edition, we did not antici-
pate how popular it would become. Developed
by John Drea of Western Illinois University, this
exciting supplement to the Ninth Edition of Mar-
keting by Lamb, Hair, and McDaniel is an in-
class, computer-based game. Who Wants to Be a
Marketer? is a fun and exciting way to review
terminology and concepts with students. We
deliver the game in two different functionalities.

Those with access to JoinIn on Turning Point
can use the version of the game enabled for
clickers, which allow students to electronically
record their answers. With a simple set up,
instructors can let the software tally students’
or team points. Those teaching in a traditional
classroom can use the version of the game for-
matted for Microsoft PowerPoint. The game has
two rounds of fifty original questions per chap-
ter, for a total of 1,500 questions! Both versions
of Who Wants to Be a Marketer? are available
only for adopters of Marketing by Lamb, Hair, and
McDaniel.

We Offer a Companion Web Site

Lamb, Hair, and McDaniel’s Web site at
www.thomsonedu.com/marketing/lamb con-
tains the key supplements that support the text-
book: Instructor’s Manual, Test Bank, and the
PowerPoint presentation without embedded
video. There is also a “Talk to the Author” button
where you can submit your comments and
questions. For studens, the companion Web site
offers crossword puzzles of key terms, interac-
tive quizzes, and career exercises with electronic
resources to help them investigate careers in the
various marketing fields.

INNOVATIVE AND VALUABLE
INSTRUCTOR SUPPLEMENTS

Instructor Resource CD-ROM

Managing your classroom resources is now eas-
ier than ever. The new Instructor Resource CD-
ROM contains all key instructor supplements—
Instructor’s Manual, Certified Test Bank, and
PowerPoint, with embedded videos, Who Wants
to Be a Marketer?, ExamView testing software,
and a ThomsonNOW user manual.

New Video Package

The video package to accompany Marketing, ge,
contiues to provide you multiple options for
your class. Each chapter has both a short movie
clip and a longer segment showcasing the nuts
and bolts of marketing at modern companies.
The rich Company Clip videos will help rein-
force what you've learned by showing people
who are doing marketing every day—and not
according to thematic units.

A Value-Added Instructor Manual Like
No Other

Our Instructor’s Manual is the core of our Inte-
grated Learning System. For the Ninth Edition of
Marketing, we have made our popular Instructor’s
Manual even more valuable for new and experi-
enced instructors alike. Here is a list of the fea-
tures that will reduce class preparation time:

e Suggested syllabi for 12- and 16-week terms.

e A pedagogy grid for each chapter briefly lay-
ing out 1) all the options the professor has in
the chapter, and 2) the key points addressed
by the features in each chapter. The features
included on the grid are Looking Forward,
the boxed features, Application Exercise,
Ethics Exercise, Entrepreneurship Case, and
each video option.

Xxiii
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e Three suggested lesson plans for each chap-
ter: a lecture lesson plan, a small-group work
lesson plan, and a video lesson plan.

We have retained the proven features like
the chapter outline, lists of support material,
additional class activities, and solutions for all
Review and Applications, Entrepreneurship, Mar-
keting Miscues, and Critical Thinking Cases in
the book. There are also teaching tips for setting
up each of the Application Exercises. Our man-
ual is truly “one-stop shopping” for instructors
teaching any size marketing course.

Certified Test Bank and Windows
Testing Software
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Certified Test Bank

Prepared by THOMAS K. and BETTY PRITCHETT

The Test Bank of the Ninth Edition has been
reviewed by a panel of marketing faculty across
the country who helped identify questions that
may cause problems in their implementation. Fac-
ulty reviewers have helped us cull any trouble-
some questions. You can be sure that, no matter
which questions you select for quizzes, tests, and
exams, they are of the best quality. The Test Bank
is organized around the learning outcomes to
help you prepare on a class-by-class basis; and all
questions are tagged with relevant AACSB stan-
dards to help you monitor trends in student per-
formance necessary for accreditation. The Test
Bank is available in print and new Windows soft-
ware formats (ExamView testing software).

XXiv

With ExamView, you can choose to prepare
tests that cover all learning outcomes or that
emphasize only those you feel are most impor-
tant. This updated Test Bank is one of the most
comprehensive on the market, with over 3,500
true/false, multiple-choice, scenario, and essay
questions. Our testing database, combined with
the ease of ExamView, takes the pain out of
exam preparation.

ThomsonNOW for Blackboard™
or Web CT™

In addition to the stand-alone ThomsonNOW
product, we have created an integrated product to
be used with course management software by
Blackboard or WebCT. Through ThomsonNOW, you
can set up your course and make assignments
(set due dates, point values per question, number
of attempts students can have to answer correctly,
and much more). All assignments feed directly
into the gradebook. Multiple homework assign-
ments and the entire Test Bank are integrated into
ThomsonNOW, so course management has never
been easier or as automatic.

WebTutor™ ToolBox

Preloaded with content and available via a free
access code when packaged with this text, Web-
Tutor™ ToolBox pairs a range of supplemental
content with sophisticated course management
functionality. You can assign materials (includ-
ing online quizzes) and have the results flow
automatically to your grade book. WebTutor™
ToolBox is ready to use as soon as you log on—
or you can customize its preloaded content by
uploading images and other resources, adding
Web links, or creating your own practice materi-
als. Students only have access to student
resources on the Web site. Instructors can enter
an access code for password-protected Instruc-
tor Resources.

Other Outstanding Supplements

e Handbook for New Instructors: Getting
Started with Great Ideas: This helpful sup-
plement was specifically designed for instruc-
tors preparing to teach their first course in
principles of marketing. We have bolstered our



helpful hints on everything from developing a
course outline to grading, with winning gen-
eral teachings from our “Best of the Great
Ideas in Teaching Marketing” contest. To give
you a complete resource for teaching ideas,
we have included all of the winning entries,
nearly one hundred in all, at the end of the
Handbook. You'll find great teaching ideas for
every chapter, plus a wealth of general tips. If
you're new, let professors from around the
country help you get started teaching princi-
ples of marketing!

Great Ideas in Teaching Marketing: We have
begun collecting Great Ideas on our instruc-
tor’s resource page on the Lamb, Hair, and
McDaniel Web site. In this way, we can accept
submissions year-round. Great Ideas in Teach-
ing Marketing will still be published with each
new edition of Marketing as part of the Hand-
book for New Instructors. You can also review
all current great ideas by chapter at
www.thomsonedu.com/marketing/lamb.

Wall Street Journal Edition: South-Western and
WSJ have teamed up to offer you the option of
a WSJ package. If you are interested in order-
ing Marketing, 9e with WS], please contact your
local representative. This package includes a
card entitling learners to receive a subscrip-
tion to The Wall Street Journal and WSJ.com, giv-
ing them access to many articles used as
examples in this textbook. This Wall Street
Journal edition makes it easy to relate market-
ing concepts to daily news stories. Instructors
with 10 or more students who redeem their
subscription offers will receive their own free
subscription.

Custom Publishing: Thomson Custom Pub-
lishing now offers the fastest and easiest
way to customize your course materials.
Make your classroom unique—select the
content that best suits your needs and
deliver it the way you want. You can cus-
tomize our print or electronic materials, cre-
ate an e-book, or publish your own material.
For more information about options or to
locate your local Thomson Custom Publish-
ing representative, visit http://www
.thomsoncustom.com. To build a custom text
online, visit Thomson’s digital library at
http://www.textchoice2.com. This site allows
you to preview content and create a custom

project online. You can arrange text chapters
or database selections, or upload your own
material, to create the perfect learning solu-
tion for your course.

INNOVATIVE AND VALUABLE
STUDENT SUPPLEMENTS

Marketing, 9e, provides an excellent vehicle for
learning the fundamentals. For students to gain
a true understanding of marketing, however, it’s
best if they can apply the principles they are
learning in the classroom. And it’s best if they
have study aids that address their particular
learning style. Our student supplements meet
the needs of a variety of learning styles, from
visual to auditory, from hands-on to abstract
conceptualization.

ThomsonNOW

As described above, this dynamic, online learning
tool is assessment-driven and student-

centered. Results from a diagnostic pre-test gener-
ate a customized learning path for each individual
student and contain numerous multimedia review
tools. In addition to the personalized study plan,
ThomsonNOW contains an eBook. Thomson-
NOW’s integrated course materials can help stu-
dents improve their understanding of marketing
concepts and their peformance in the course.

The Business and Company Resource
Center

Now you can give your students FREE access to a
dynamic database of information and resources.
The Business & Company Resource Center sup-
plies online access to a wide variety of global
business information, including competitive
intelligence, career and investment opportuni-
ties, business rankings, company histories, and
much more. Unlike other online resources, this
comprehensive database offers ever-changing
research results, providing accurate and up-to-
date company and industry intelligence for thou-
sands of companies. View a guided tour of the
Business & Company Resource Center at http://
www.gale.com/BusinessRC. For college and univer-
sity adopters only.
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PART

The World
ofMarketing

s a major business function, marketing can-
not be accomplished in isolation. The concept
of a customer orientation has encompassed
the business community, which has made
marketing both a strategic thrust and a func-
tional process. Though ownership of the mar-

WHAT’'S INSIDE

keting function remains with the marketers, the concept of
An Overview of marketing must permeate the entire organization.
Companies are managed vertically but are run horizon-
tally. The vertical management of companies has led to the
creation of functional silos in corporations. Traditionally, the

Marketing 4

need for functional expertise has resulted in workers who

Strategic Planning for are experts in specialized portions of the organization’s

Competitive Advantage 34 tasks. For example, a functional-level marketiry S il
strategist resolves questions concerning - -
what products deliver customer satis- y P ;-‘ .

Social Responsibility, Ethics, faction and value, what price to ;,'.-“' o $ 1

) charge, how to distribute the
and the Marketing products, and what type of
Environment 68 marketing communication

activities will have

THE WORLD OF MARKETING
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the desired impact.
Developing a Global The functional-

o level manufacturing
Vision 708 strategist decides
what products
manufacturing
can make, at
what rate to pro-
duce, and
how to make the
products. Since
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such functional activities require expertise in only one func-
tional area, managers have traditionally been trained to man-
age “vertically.” Furthermore, an employee working in a
functional silo generally does not acknowledge the impor-
tance of other functional processes in providing the final
product or service to the customer.

Companies are increasingly finding that the rigidity of
such functional groupings is unable to meet the demands
of today’s dynamic, market-oriented marketplace. Conse-
quently, a significant trend in modern organizations is an
effort to increase collaboration and integration across func-
tional areas of the business. Successful interactions
between marketing and other functional areas do not occur

Though ownership of the marketing function
remains with the marketers, the concept
of marketing must permeate the entire

organization.

easily, however, and often result in conflict. Reasons for
cross-functional conflict include divergent personalities,
physical separation, data differences, and suboptimal
reward systems.

Marketing people tend to be extroverted and interact
easily with others, whereas research and development and
manufacturing people are frequently introverted and feel
most comfortable working with individual work processes
and output. In addition to having distinct personalities,
marketers and their product management colleagues in
R&D and manufacturing are often housed in different loca-
tions, which is surprising considering the overlapping

effects that all three groups have on a company’s
product.
The marketing department is typically
located in the company’s headquarters,
which may be in the heart of a
major business district, with
sales located strategically
close to customers. The
manufacturing group is
often located in low-
wage areas or low-
rent districts, possi-
bly close to
suppliers. The
manufacturing
group may even
be located in a
different coun-
try. Given this
physical sepa-

ration, it is easy for each department to “do its
own thing,” particularly if the groups are sepa-
rated by language differences as well as
time zones.

Another major source of conflict
between marketing and its R&D and
manufacturing counterparts is the
type of data collected and used in
decision making. Technical special-
ists in R&D and manufacturing have a difficult
time understanding how marketers can work
without “hard” data. It is difficult to mesh
marketing’s attitudinal data with data on
cycle times or
tensile strength. For example,
while marketing’s forecasts are
rarely 100 percent accurate,
manufacturing can determine
the precise costs associated
with production processes.

Not surprisingly, marketing’s
reward system, based on
increased sales, is often in direct conflict with manufacturing
and R&D'’s reward systems that are driven by cost reduc-
tion. Marketing may be able to increase sales by offering
consumers more depth in the product line. Unfortunately,
that increased depth leads to more changeover in production
lines, which, in turn, drives up the cost of production.

A major challenge for marketers has been to develop
mechanisms for reducing conflict between the marketing
department and other business functions. In addition to
cross-functional teams and job rotations, marketers have
begun using the vast information technology infrastructure to
facilitate interactions across functions. For example, retailers
are now able to transmit orders directly to a supplier's com-
puter via the electronic highway. The supplier's computer
automatically sends the order to the shop floor, while simul-
taneously reconciling the order with the retail store’s credit
history. This reduction in the need for human intervention not
only speeds up the transaction process but also lessens the
chance for error and conflict across functional groups.

Recognition of the customer’s role in the organization
and the empowerment of employees are both necessary
for success in today’s business environment. Successful
cross-functional coordination is critical to having a satis-
fied, loyal customer, which in turn is necessary for success
in today’s marketplace.

Questions

1. Why is cross-functional coordination necessary to
have a customer-oriented firm?

2. What roles do teamwork and technology play in
cross-functional coordination?
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CHAPTER

of Marketing

Learning Outcomes

Define the term marketing
Describe four marketing management philosophies
Discuss the differences between sales and market orientations

Describe several reasons for studying marketing
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building

customer

relationships at Kiehl's

uxury makeup-counter employ-

ees are the used-car salesmen

of the department-store world.

Stop by for a simple tube of lip-

stick, and a plastic-looking
clerk guilts you into buying ointments
that promise to cure every wrinkle, spot,
or dark circle you never had.

Contrast that with Kiehl's, where
there are no mirrors to magnify your
flaws. The Spartan packaging of its prod-
ucts—dishwashing soap is sexier than
this—seduces rather than screams. And
when one of the 154-year-old brand’s
white-coat-clad sales reps approaches
you, you're urged to take a free sample
and see if it works before you buy.

Any sales techniques taught are
more a lesson on what not to

do: “Don’t send customers away
without free samples. And don’t

use words like fabulous.”

The sample program, under which
Kiehl's gives away more than 12
million packets and tubes a
year, is the “cornerstone of
Kiehl's customer-service phi-
losophy,” taking the pressure
off both reps and customers,
says Cammie Cannella, assistant
VP of global education develop-
ment. “It's very important that

o

Ly

our customers believe in the quality,” she
says. “There is no other way to do that
than have reps who educate customers
about what's in our products and then
let them try them out firsthand.”

When L'Oreal acquired the brand in
2000 and expanded it to 16 stores and
150 department-store counters nation-
wide, it kept Kiehl's sample program—a
winning, if investment-heavy, formula for
building trusting customer relationships.
Such gentle, generous tactics have
proven a potent prescription.

Complementing the free samples is a
highly knowledgeable staff, which Kiehl's
invests in heavily to train. The company
uses nearly 10 percent of its compensa-
tion budget to send new hires to an up
to four-week residency in New York,
Miami, or San Francisco. Any sales tech-
niques taught are more a lesson on what
not to do: “Don’t send customers away
without free samples. And don’t use
words like fabulous.”

That sort of high-touch, low-pressure
service is the beauty of Kiehl's, says
customer Sean Cambern. He'd never had
any interest in skin care until he followed
his wife into a Kiehl's store one after-

noon. “Now I'm always stopping by,” he
says. “You'll never feel like you're

being sold to.” Now there’s a

formula for sales success.!

Explain Kiehl's philosophy of
business. Describe and evaluate
its formula for building trusting cus-
tomer relationships.

Please note your opinion on
each of the following questions.
Think about where you buy cosmetics or

personal care products. Using the following
scale, enter the number that indicates how

likely you are to:

1 2 3 4 5 6
| | | | | |
Not likely Extremely
at all likely

___ Say positive things about the
company to other people.

Recommend the company to
someone who seeks your advice.

Encourage friends and relatives to
do business with the company.

___ Consider the company your first
choice to buy cosmetics or
personal care products.

___ Do more business with the
company in the next few years.

Now, total your score. Read the
chapter to find out what your
score means at the end.
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PART

LOI

What Is Marketing?

marketing

An organizational function
and a set of processes for
creating, communicating,
and delivering value to
customers and for manag-
ing customer relationships
in ways that benefit the
organization and its
stakeholders.

exchange

People giving up some-
thing to receive something
they would rather have.

What does the term marketing mean to you? Many people think it means
the same as personal selling. Others think marketing is the same as personal selling
and advertising. Still others believe marketing has something to do with making prod-
ucts available in stores, arranging displays, and maintaining inventories of products for
future sales. Actually, marketing includes all of these activities and more.

Marketing has two facets. First, it is a philosophy, an attitude, a perspective, or a
management orientation that stresses customer satisfaction. Second, marketing is an
organization function and a set of processes used to implement this philosophy. This is
the marketing process.

The American Marketing Association’s definition encompasses both perspectives:
“Marketing is an organizational function and a set of processes for creating, communi-
cating, and delivering value to customers and for managing customer relationships in
ways that benefit the organization and its stakeholders.”?

Marketing involves more than just activities performed by a group of people in a
defined area or department. In the often-quoted words of David Packard, cofounder of
Hewlett-Packard, “marketing is too important to be left only to the marketing depart-
ment.” Marketing is a process that focuses on delivering value and benefits to cus-
tomers, not just selling goods, services, and/or ideas. It uses communication, distribu-
tion, and pricing strategies to provide customers and other stakeholders with the goods,
services, ideas, values, and benefits they desire when and where they want them. It
involves building long-term, mutually rewarding relationships when these benefit all
parties concerned. Marketing also entails an understanding that organizations have
many connected stakeholder “partners,” including employees, suppliers, stockholders,
distributors, and others.

When an organization creates a high level of employee satisfaction, this leads to
greater effort, which leads to higher-quality goods and services, which lead to more
repeat business, which leads to higher growth and profits, which lead to higher stock-
holder satisfaction, which leads to more investment, and so on.3 The motto of Weg-
mans Food Markets, the Rochester-based grocery chain ranked by Fortune magazine as
the best company to work for in America, states, “Employees first, customers second.”
The rationale is that if employees are happy, customers will be too.4

One desired outcome of marketing is an exchange; people giving up something to
receive something they would rather have. Normally, we think of money as the medium
of exchange. We “give up” money to “get” the goods and services we want. Exchange
does not require money, however. Two persons may barter or trade such items as base-
ball cards or oil paintings.

An exchange can take place only if the following five conditions exist:

1. There must be at least two parties.

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

3. Each party is capable of communication and delivery.

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

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

Exchange will not necessarily take place even if all these conditions exist. They are,
however, necessary for exchange to be possible. For example, you may place an adver-
tisement in your local newspaper stating that your used automobile is for sale at a cer-
tain price. Several people may call you to ask about the car, some may test-drive it, and
one or more may even make you an offer. All five conditions are necessary for an
exchange to exist. But unless you reach an agreement with a buyer and actually sell the
car, an exchange will not take place. Notice that marketing can occur even if an
exchange does not occur. In the example just discussed, you would have engaged in
marketing even if no one bought your used automobile.
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Delivering
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Define the term marketing
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L02
Marketing Management
Philosophies

Four competing philosophies
strongly influence an organization’s
rnarketlng processes. These philosophies
are commonly referred to as production, sales,
market, and societal marketing orientations.

Creating
value

Product

N

Exchange PRODUCTION ORIENTATION

B A production orientation is a philosophy that
focuses on the internal capabilities of the firm
rather than on the desires and needs of the mar-
ketplace. A production orientation means that
management assesses its resources and asks
these questions: “What can we do best?” “What
can our engineers design?” “What is easy to pro-
duce, given our equipment?” In the case of a
service organization, managers ask, “What ser-
vices are most convenient for the firm to offer?” and “Where do our talents lie?” Some
have referred to this orientation as a Field of Dreams orientation, from the movie’s well-
known line, “If we build it, they will come.” The furniture industry is infamous for its
disregard of customers and for its slow cycle times. This has always been a production-
oriented industry.

There is nothing wrong with assessing a firm’s capabilities; in fact, such assess-
ments are major considerations in strategic marketing planning (see Chapter 2). A pro-
duction orientation falls short because it does not consider whether the goods and
services that the firm produces most efficiently also meet the needs of the mar-

ketplace. Sometimes what a firm can best produce is exactly what the mar-
' ket wants. For example, the research and development department of
LGS

Promotion

Communicating

3M’s commercial tape division developed and patented the adhesive

component of Post-It Notes a year before a commercial application
P / was identified. In other situations, as when competition is weak or
@@ﬁﬁg}ﬁp /4 demand exceeds supply, a production-oriented firm can survive and
R RN ~ even prosper. More often, however, firms that succeed in competitive mar-
'%% ~ kets have a clear understanding that they must first determine what cus-
%,% tomers want and then produce it, rather than focusing on what company man-

production orientation
A philosophy that focuses
on the internal capabili-
ties of the firm rather
than on the desires and
needs of the marketplace.

sales orientation

The idea that people will
buy more goods and serv-
ices if aggressive sales
techniques are used and
that high sales result in
high profits

%, " agement thinks should be produced.

SALES ORIENTATION

A sales orientation is based on the ideas that people will buy more goods and services
if aggressive sales techniques are used and that high sales result in high profits. Not
only are sales to the final buyer emphasized but intermediaries are also encouraged to
push manufacturers’ products more aggressively. To sales-oriented firms, marketing
means selling things and collecting money.

The fundamental problem with a sales orientation, as with a production orientation,
is a lack of understanding of the needs and wants of the marketplace. Sales-oriented
companies often find that, despite the quality of their sales force, they cannot convince
people to buy goods or services that are neither wanted nor needed.

Some sales-oriented firms simply fail to understand what is important to their cus-
tomers. Many so-called dot-com businesses that came into existence in the late 1990s are
no longer around because they focused on the technology rather than the customer.

Kimberly Knickle couldn’t have been happier when she signed up with online grocer
Streamline.com. Streamline installed a refrigerator in her garage to make deliveries when
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Satisfying customer needs and wants is the cornerstone of the marketing
concept. Hamid Hashmi understands this marketing fundamental. He is
CEO of the Muvico Theater in Boca Raton, Florida, which boasts 20
theaters ranging from 100 to 450 seats, a full-service bar, a 230+ seat
restaurant, and a day-care center available to customers as well as the
company'’s 350 employees.

marketing concept

The idea that the social
and economic justification
for an organization’s exis-
tence is the satisfaction
of customer wants and
needs while meeting
organizational objectives.

market orientation

A philosophy that
assumes that a sale does
not depend on an aggres-
sive sales force but rather
on a customer’s decision
to purchase a product. It
is synonymous with the
marketing concept.

she wasn’t home, picked up the dry cleaning, delivered stamps, and dropped off parcel
shipments. The best part was the customer service. When something went wrong, Stream-
line instantly credited her account. She could always get someone on the phone. As the
company expanded its customer base, however, the deliveries became inconsistent, tele-
phone customer service put her on hold more often, and the company overcharged her
several times. The big blow came when it revamped its Web site: in the past, she could
place an order for 30 items quickly, but the company switched to a new system that
checked inventory in real time, slowing down the interface tremendously. “The grocery
store is two minutes away,” Knickle says. “In 25 minutes, I could get two-thirds of my shop-
ping done at the store. This was supposed to make my life easier”®

MARKET ORIENTATION

The marketing concept is a simple and intuitively
appealing philosophy that articulates a market ori-
entation. It states that the social and economic jus-
tification for an organization’s existence is the sat-
isfaction of customer wants and needs while
meeting organizational objectives. It is based on an
understanding that a sale does not depend on an
aggressive sales force, but rather on a customer’s
decision to purchase a product. What a business
thinks it produces is not of primary importance to
its success. Instead, what customers think they are
buying—the perceived value—defines a business.
The marketing concept includes the following:

e Focusing on customer wants and needs so that
the organization can distinguish its product(s)
from competitors’ offerings

e Integrating all the organization’s activities,
including production, to satisfy these wants

e Achieving long-term goals for the organization
by satisfying customer wants and needs legally
and responsibly

© STEVE MITCHELL/ASSOCIATED PRESS

Firms that adopt and implement the marketing
concept are said to be market oriented. Achieving
a market orientation involves obtaining informa-
tion about customers, competitors, and markets;
examining the information from a total business
perspective; determining how to deliver superior customer value; and implementing
actions to provide value to customers.

For example, Coach interviews at least 10,000 customers every year to keep track of
perceptions of the brand. It also tests each product in a limited number of stores six
months before the product actually comes out. This helps the company assess the final
design and forecast demand.”/ Coach also works to establish and maintain rewarding
relationships with its customers. You can bring in your Coach bag any time and have it
repaired free for the natural life of the bag. The company fixes 100,000 bags each year.8

Understanding your competitive arena and competitors’ strengths and weaknesses
is a critical component of a market orientation. This includes assessing what existing
or potential competitors might be intending to do tomorrow as well as what they are
doing today. Western Union failed to define its competitive arena as telecommunica-
tions, concentrating instead on telegraph services, and was eventually outflanked by
fax technology. Had Western Union been a market-oriented company, its management
might have better understood the changes taking place, seen the competitive threat,
and developed strategies to counter the threat. (See the Online exercise at the top of
the page to find out more about Western Union’s situation.)
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SOCIETAL MARKETING ORIENTATION

One reason a market-oriented organization may choose not to
deliver the benefits sought by customers is that these benefits
may not be good for individuals or society. This philosophy,
called a societal marketing orientation, states that an
organization exists not only to satisfy customer wants and
needs and to meet organizational objectives but also to pre-
serve or enhance individuals’ and society’s long-term best
interests. Marketing products and containers that are less

Although Yoplait is not founded on a societal marketing toxic than normal, are more durable, contain reusable materi-
orientation in the same way as, say, the Sierra Club, als, or are made of recyclable materials is consistent with a

the company still communicates to its customers its societal marketing orientation. Duracell and Eveready battery
concern about women'’s health. For each pink lid companies have reduced the levels of mercury in their batter-

redeemed by a Yoplait customer, the company donates
10 cents to the Susan G. Komen Breast Cancer

Foundation.

ies and will eventually market mercury-free products. Turtle
Wax car wash products and detergents are biodegradable and
can be “digested” by waste treatment plants. The
company’s plastic containers are made of recyclable

REVIEW LEARNING OUTCOME plastic, and its spray products do not use propel-

Orientation

S
make or do best?
e The differences between sales and mar-
-—’ ket orientations are substantial. The two

lants that damage the ozone layer in the earth’s

Describe four marketing upper atmosphere.
management philosophies

103
Differences between Sales
and Market Orientations

Focus

orientations can be compared in terms of five charac-

teristics: the organization’s focus, the firm’s business,
What do customers : : ) .
want and need? those to whom the product is directed, the firm’s pri-

mary goal, and the tools used to achieve those goals.

What do customers
= T THE ORGANIZATION’S FOCUS

societal marketing
orientation

The idea that an organiza-
tion exists not only to sat-
isfy customer wants and
needs and to meet organi-
zational objectives but also
to preserve or enhance
individuals’ and society’s
long-term best interests.

how can we benefit society?

Personnel in sales-oriented firms tend to be “inward

looking,” focusing on selling what the organization
makes rather than making what the market wants. Many of the historic sources of
competitive advantage—technology, innovation, economies of scale—allowed companies
to focus their efforts internally and prosper. Today, many successful firms derive their
competitive advantage from an external, market-oriented focus. A market orientation
has helped companies such as Dell, Inc., the Royal Bank of Canada, and Southwest Air-
lines outperform their competitors. These companies put customers at the center of
their business in ways most companies do poorly or not at all.

A sales orientation has led to the demise of many firms including Streamline.com,

the Digital Entertainment Network, and Urban Box Office. As one technology industry
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analyst put it, “no one has ever gone to a Web site because they heard there was great
Java running.”9

Customer Value

Customer value is the relationship between benefits and the sacrifice necessary to
obtain those benefits. Customer value is not simply a matter of high quality. A high-
quality product that is available only at a high price will not be perceived as a good
value, nor will bare-bones service or low-quality goods selling for a low price. Instead,
customers value goods and services that are of the quality they expect and that are sold
at prices they are willing to pay. Value can be used to sell a Mercedes-Benz as well as a

$3 Tyson frozen chicken dinner.

e~ S

The automobile industry illustrates the importance of creating customer value.
To penetrate the fiercely competitive luxury automobile market, Lexus adopted
a customer-driven approach, with particular emphasis on service. Lexus
stresses product quality with a standard of zero defects in manufacturing.
The service quality goal is to treat each customer as one would treat a guest
in one’s home, to pursue the perfect person-to-person relationship, and to
strive to improve continually. This pursuit has enabled Lexus to establish a
clear quality image and capture a significant share of the luxury car market.

Marketers interested in customer value

customer value

Offer products that perform: This is the bare minimum requirement. Consumers
have lost patience with shoddy merchandise.

Earn trust. Diane Hessan, CEO of Communispace in Watertown, Massachusetts, says
that “selling is all about the right to do business with someone. Put yourself in
their shoes, and understand what the issues are. In today’s business environment,
the most critical element of any sale is trust. Ultimately, when someone says yes to
you, they are saying, ‘I'm betting on what this person is telling me.”I0

Avoid unrealistic pricing: E-marketers are leveraging Internet technology to redefine
how prices are set and negotiated. With lower costs, e-marketers can often offer
lower prices than their brick-and-mortar counterparts. The enormous popularity
of auction sites such as eBay and Amazon.com and the customer-bid model used
by Priceline illustrates that online customers are interested in bargain prices.
Many are not willing to pay a premium for the convenience of examining the
merchandise and taking it home with them.

Give the buyer facts: Today’s sophisticated consumer wants informative advertising
and knowledgeable salespeople. Web sites that don’t provide enough information
are among the top ten things that “irk” Internet shoppers most.

Offer organization-wide commitment in service and after-sales support: People fly
Southwest Airlines because the airline offers superior value. Although passengers
do not get assigned seats or meals (just peanuts or crackers) when they use the
airline, its service is reliable and friendly and costs less than most major airlines.
All Southwest employees are involved in the effort to satisfy customers. Pilots
tend to the boarding gate when their help is needed, and ticket agents help move
luggage. One reservation agent flew from Dallas to Tulsa with a frail, elderly
woman whose son was afraid she couldn’t handle the change of planes by her-
self on her way to St. Louis.

The relationship between Customer SatiSfaCtion

benefits and the sacrifice

necessary to obtain those ~ CUStomer satisfaction is the customer’s evaluation of a good or service in terms of
benefits. whether that good or service has met the customer’s needs and expectations. Failure to
customer satisfaction meet needs and expectations results in dissatisfaction with the good or service.ll Keeping
Customers’ evaluation of a  current customers satisfied is just as important as attracting new ones and a lot less

good or service in terms of
whether it has met their

expensive. One study showed that reducing customer attrition by just 5 to 10 percent

needs and expectations. could increase annual profits by as much as 75 percent.!? Firms that have a reputation for
delivering high levels of customer satisfaction do things differently from their competitors.

10
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relationship marketing
A strategy that focuses on
keeping and improving
relationships with current
customers.

Top management is obsessed with customer satisfaction, and employees throughout the
organization understand the link between their job and satisfied customers. The culture
of the organization is to focus on delighting customers rather than on selling products.
Nordstrom’s impeccable reputation for customer service comes not from its executives
or its marketing team, but from the customers themselves. The retail giant is willing to
take risks, do unusual and often expensive favors for shoppers, and reportedly even accept
returns on items not purchased there. But big risks often yield big gains. People tell their
friends that a company is doing crazy things for its customers, and the word spreads.
Pretty soon this word of mouth, or viral marketing, lures new people to the store—even
people who have no idea what'’s inside want to experience what it’s like to shop there.3

Building Relationships

Attracting new customers to a business is only the beginning. The best companies view
new-customer attraction as the launching point for developing and enhancing a long-
term relationship. Companies can expand market share in three ways: attracting new
customers, increasing business with existing customers, and retaining current cus-
tomers. Building relationships with existing customers directly addresses two of the
three possibilities and indirectly addresses the other.

Relationship marketing is a strategy that focuses on keeping and improving rela-
tionships with current customers. It assumes that many consumers and business cus-
tomers prefer to have an ongoing relationship with one organization than to switch
continually among providers in their search for value.14 USAA is a good example of a
company focused on building long-term relationships with customers. Customer reten-
tion was a core value of the company long before customer loyalty became a popular
business concept. USAA believes so strongly in the importance of customer retention
that managers and executives’ bonuses are based, in part, on this dimension.!5

Most successful relationship marketing strategies depend on customer-oriented per-
sonnel, effective training programs, employees with authority to make decisions and
solve problems, and teamwork.

Customer-Oriented Personnel For an organization to be focused on building rela-
tionships with customers, employees’ attitudes and actions must be customer oriented.
An employee may be the only contact a particular customer has with the firm. In that
customer’s eyes, the employee is the firm. Any person, department, or division that is
not customer oriented weakens the positive image of the entire organization. For exam-
ple, a potential customer who is greeted discourteously may well assume that the
employee’s attitude represents the whole firm.

Some companies, such as Coca-Cola, Delta Air Lines, Hershey Company, Kellogg, Nau-
tilus, and Sears, have appointed chief customer officers (CCOs). These customer advocates
provide an executive voice for customers and report directly to the CEO.16 Their responsi-
bilities include assuring that the company maintains a customer-centric culture and that
all company employees remain focused on delivering customer value.l”

The Role of Training Leading marketers recognize the role of employee training in
customer service and relationship building. Edward Jones Company, ranked number one
among Fortune’s “100 Best Companies to Work For,” for two straight years, spends 3.8
percent of its payroll on training, with an average of 146 hours for every employee. New
brokers get more than four times that much.I8 It is no coincidence that the public com-
panies on this list such as Southwest Airlines and Cisco Systems perform much better
than other firms in their respective industries. All new employees at Disneyland and
Walt Disney World must attend Disney University, a special training program for Disney
employees. They must first pass Traditions 1, a daylong course focusing on the Disney
philosophy and operational procedures. Then they go on to specialized training. Simi-
larly, McDonald’s has Hamburger University. At American Express’s Quality University,
line employees and managers learn how to treat customers. There is an extra payoff for
companies such as Disney and McDonald’s that train their employees to be customer
oriented. When employees make their customers happy, the employees are more likely
to derive satisfaction from their jobs. Having contented workers who are committed to
their jobs leads to better customer service and greater employee retention.

1
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empowerment
Delegation of authority to
solve customers’ problems
quickly—usually by the
first person that the cus-
tomer notifies regarding a
problem.

teamwork
Collaborative efforts of
people to accomplish
common objectives.

12

Empowerment In addition to training, many market-oriented firms are giving
employees more authority to solve customer problems on the spot. The term used to
describe this delegation of authority is empowerment. Employees develop ownership
attitudes when they are treated like part-owners of the business and are expected to act
the part. These employees manage themselves, are more likely to work hard, account
for their own performance and the company’s, and take prudent risks to build a
stronger business and sustain the company’s success. FedEx customer service represen-
tatives are trained and empowered to resolve customer problems. Although the average
FedEx transaction costs only $16, the customer service representatives are empowered
to spend up to $100 to resolve a customer problem.
: At Wegmans Food Markets, employees are encouraged to do just about
/ anything on the spot, without consulting a higher-up, to satisfy a customer.
That could entail cooking a family’s Thanksgiving turkey at the store
because the one purchased was too big to fit in the family’s oven or going
= to a customer’s home to rescue a meal. Empowering employees goes
beyond having them make house calls, though. It means creating an

e

PR environment where employees can do the right things, unburdened
)
Ml}'ﬂ'{

by hierarchies. According to Heather Pawlowski, a Wegmans vice
- president, “We’re taking customers to a place they've not been
/ before. And once they arrive, shoppers don’t want to leave.”T9
Empowerment gives customers the feeling that their concerns are being

addressed and gives employees the feeling that their expertise matters. The result
is greater satisfaction for both customers and employees.

Teamwork Many organizations, such as Southwest Airlines and Walt Disney World,
that are frequently noted for delivering superior customer value and providing high lev-
els of customer satisfaction assign employees to teams and teach them team-building
skills. Teamwork entails collaborative efforts of people to accomplish common objec-
tives. Job performance, company performance, product value, and customer satisfaction
all improve when people in the same department or work group begin supporting and
assisting each other and emphasize cooperation instead of competition. Performance is
also enhanced when cross-functional teams align their jobs with customer needs. For
example, if a team of telecommunications service representatives is working to improve
interaction with customers, back-office people such as computer technicians or training
personnel can become part of the team with the ultimate goal of delivering superior
customer value and satisfaction.

THE FIRM’S BUSINESS

A sales-oriented firm defines its business (or mission) in terms of goods and services. A
market-oriented firm defines its business in terms of the benefits its customers seek.
People who spend their money, time, and energy expect to receive benefits, not just
goods and services. This distinction has enormous implications.

Because of the limited way it defines its business, a sales-oriented firm often misses
opportunities to serve customers whose wants can be met through a wide range of
product offerings instead of specific products. For example, in 1989, 220-year-old Britan-
nica had estimated revenues of $650 million and a worldwide sales force of 7,500. Just
five years later, after three consecutive years of losses, the sales force had collapsed to
as few as 280 representatives. How did this respected company sink so low? Britannica
managers saw that competitors were beginning to use CD-ROMs to store huge masses
of information but chose to ignore the new computer technology, as well as an offer to
team up with Microsoft.

It’s not hard to see why parents would rather give their children an encyclopedia
on a compact disc instead of a printed one. The CD-ROM versions were either given
away or sold by other publishers for under $400. A full 32-volume set of Encyclopaedia
Britannica weighs about 120 pounds, costs a minimum of $1,500, and takes up four
and one-half feet of shelf space. If Britannica had defined its business as providing
information instead of publishing books, it might not have suffered such a precipi-
tous fall.

© R. ALCORN/THOMSON
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Online

Adopting a “better late than never” philosophy, Britannica has made its com-
plete 32-volume set available free on the Internet. The company no longer sells door-
to-door and hopes to return to profitability by selling advertising on its Web site.

Answering the question “What is this firm’s business?” in terms of the benefits cus-
tomers seek, instead of goods and services, offers at least three important advantages:

e It ensures that the firm keeps focusing on customers and avoids becoming preoc-

cupied with goods, services, or the organization’s internal needs.

e It encourages innovation and creativity by reminding people that there are many
ways to satisfy customer wants.

e It stimulates an awareness of changes in customer desires and preferences so
that product offerings are more likely to remain relevant.

We make bathtime tangle free.

With JOHNSON'S™ BUDDIES™
Easy-comb Shampoo, tangles don't stand a chance.
And it's just one in a line of bath products designed

spedially for toddlers. You'll love the fun shapes, because

they're simple for ittle hands to hold, and kids love
the bright colors. So bathtime's easier for both of you.

gcﬁmmt-'e"* Buddies

Johnson's markets its Easy-Comb Shampoo towards the parents of young
children.

Having a market orientation and focusing on
customer wants do not mean that customers will
always receive everything they want. It is not possi-
ble, for example, to profitably manufacture and mar-
ket automobile tires that will last for 100,000 miles
for $25. Furthermore, customers’ preferences must
be mediated by sound professional judgment as to
how to deliver the benefits they seek. As one adage
suggests, “People don’t know what they want—they
only want what they know.” Consumers have a lim-
ited set of experiences. They are unlikely to request
anything beyond those experiences because they are
not aware of benefits they may gain from other
potential offerings. For example, before the Internet,
many people thought that shopping for some prod-
ucts was boring and time consuming, but could not
express their need for electronic shopping.

THOSE TO WHOM THE PRODUCT
IS DIRECTED

A sales-oriented organization targets its products
at “everybody” or “the average customer.” A mar-
ket-oriented organization aims at specific groups of
people. The fallacy of developing products directed
at the average user is that relatively few average
users actually exist. Typically, populations are char-
acterized by diversity. An average is simply a mid-
point in some set of characteristics. Because most
potential customers are not “average,” they are not
likely to be attracted to an average product mar-
keted to the average customer. Consider the mar-
ket for shampoo as one simple example. There are
shampoos for oily hair, dry hair, and dandruff.
Some shampoos remove the gray or color hair. Spe-
cial shampoos are marketed for infants and elderly
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people. There is even shampoo for people with average or normal hair (whatever that
is), but this is a fairly small portion of the total market for shampoo.

A market-oriented organization recognizes that different customer groups want dif-
ferent features or benefits. It may therefore need to develop different goods, services,
and promotional appeals. A market-oriented organization carefully analyzes the market
and divides it into groups of people who are fairly similar in terms of selected charac-
teristics. Then the organization develops marketing programs that will bring about
mutually satisfying exchanges with one or more of those groups.

Paying attention to the customer isn’t exactly a new concept. Back in the 1920s,
General Motors began designing cars for every lifestyle and pocketbook. This was a
breakthrough for an industry that had been largely driven by production needs ever
since Henry Ford promised any color as long as it was black. Chapter 7 thoroughly
explores the topic of analyzing markets and selecting those that appear to be most
promising to the firm.

This chapter’s “Global Perspectives” box illustrates the challenges facing companies
that think that all customers are the same. Clearly, what works in the United States will
not always work in developing countries such as India.

THE FIRM’S PRIMARY GOAL

A sales-oriented organization seeks to
achieve profitability through sales volume
and tries to convince potential customers to
buy, even if the seller knows that the cus-
tomer and product are mismatched. Sales-
oriented organizations place a higher pre-
mium on making a sale than on developing a
long-term relationship with a customer. In
contrast, the ultimate goal of most market-
oriented organizations is to make a profit by
creating customer value, providing customer
satisfaction, and building long-term relation-
ships with customers. The exception is so-
called nonprofit organizations that exist to
achieve goals other than profits. Nonprofit
organizations can and should adopt a market
orientation. Nonprofit organization market-
ing is explored further in Chapter 11.

TOOLS THE ORGANIZATION
USES TO ACHIEVE ITS GOALS

Sales-oriented organizations seek to generate
sales volume through intensive promotional
activities, mainly personal selling and advertis-
ing. In contrast, market-oriented organizations
recognize that promotion decisions are only
one of four basic marketing mix decisions that

, paint samples from

ETIronrdlu;IEg . s il o o WG ﬁ have to be made: product decisions, place (or
samples : = distribution) decisions, promotion decisions,

and pricing decisions. A market-oriented
organization recognizes that each of these four
components is important. Furthermore, market-
oriented organizations recognize that market-
ing is not just a responsibility of the marketing
department. Interfunctional coordination
means that skills and resources throughout the
organization are needed to create, communi-

© 2006 THE SHERWIN WILLIAMS COMPANY

A market-oriented organization uses many tools to promote its products.

Sherwin-Williams uses a variety of promotional activities, including X X .
advertising and offering free samples, to market its paints. cate, and deliver superior customer service and

value.
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A WORD OF CAUTION

This comparison of sales and market orientations is not meant to belittle the role of
promotion, especially personal selling, in the marketing mix. Promotion is the means by
which organizations communicate with present and prospective customers about the
merits and characteristics of their organization and products. Effective promotion is an
essential part of effective marketing. Salespeople who work for market-oriented organi-
zations are generally perceived by their customers to be problem solvers and important
links to supply sources and new products. Chapter 16 examines the nature of personal
selling in more detail.

REVIEW LEARNING OUTCOME

Discuss the differences between sales and market orientations

.04
Why Study Marketing

Now that you understand the meaning of the term marketing, why
it is important to adopt a marketing orientation, how organizations implement this phi-
losophy, and how one-to-one marketing is evolving, you may be asking, “What’s in it for

15
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REVIEW LEARNING OUTCOME

Describe several reasons armed forces, and various government and social
for studying marketing

me?” or “Why should I study marketing?” These are important questions, whether you
are majoring in a business field other than marketing (such as accounting, finance, or
management information systems) or a nonbusiness field (such as journalism, econom-
ics, or agriculture). There are several important reasons to study marketing: Marketing
plays an important role in society, marketing is important to businesses, marketing
offers outstanding career opportunities, and marketing affects your life every day.

MARKETING PLAYS AN IMPORTANT ROLE IN SOCIETY

The total population of the United States exceeds 295 million people.2T Think about
how many transactions are needed each day to feed, clothe, and shelter a population of
this size. The number is huge. And yet it all works quite well, partly because the well-
developed U.S. economic system efficiently distributes the output of farms and facto-
ries. A typical U.S. family, for example, consumes 2.5 tons of food a year. Marketing
makes food available when we want it, in desired quantities, at accessible locations, and
in sanitary and convenient packages and forms (such as instant and frozen foods).

MARKETING IS IMPORTANT TO BUSINESS

The fundamental objectives of most businesses are survival, profits, and growth. Mar-
keting contributes directly to achieving these objectives. Marketing includes the follow-
ing activities, which are vital to business organizations: assessing the wants and satis-
factions of present and potential customers, designing and managing product offerings,
determining prices and pricing policies, developing distribution strategies, and commu-
nicating with present and potential customers.

All businesspeople, regardless of specialization or area of responsibility, need to be
familiar with the terminology and fundamentals of accounting, finance, management,
and marketing. People in all business areas need to be able to communicate with spe-
cialists in other areas. Furthermore, marketing is not just a job done by people in a
marketing department. Marketing is a part of the job of everyone in the organization.
Therefore, a basic understanding of marketing is important to all businesspeople.

MARKETING OFFERS OUTSTANDING
CAREER OPPORTUNITIES

Between a fourth and a third of the entire civilian workforce in the United States performs
marketing activities. Marketing offers great career opportunities in such areas as profes-
sional selling, marketing research, advertising, retail buying, distribution management,
product management, product development, and
wholesaling. Marketing career opportunities also
exist in a variety of nonbusiness organizations,
including hospitals, museums, universities, the

service agencies. (See Chapter 11.)

As the global marketplace becomes more
challenging, companies all over the world and of
all sizes are going to have to become better mar-
keters. For a comprehensive look at career
opportunities in marketing and a variety of other
\ useful information about careers, read the Career

Appendix at the end of this chapter and visit our
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Important Good
to career
society opportunities

+

Marketing affects you every day!

Web site at http://lamb.swlearning.com.

MARKETING AFFECTS YOUR
LIFE EVERY DAY

Marketing plays a major role in your everyday life.
You participate in the marketing process as a con-
sumer of goods and services. About half of every


http://lamb.swlearning.com

dollar you spend pays for marketing costs, such as marketing research, product devel-
opment, packaging, transportation, storage, advertising, and sales expenses. By develop-
ing a better understanding of marketing, you will become a better-informed consumer.
You will better understand the buying process and be able to negotiate more effectively
with sellers. Moreover, you will be better prepared to demand satisfaction when the
goods and services you buy do not meet the standards promised by the manufacturer or

the marketer.

Quick Check ¢

Now that you've read the chapter, do you get it?
Take a moment for a quick check using this scale:
1 Not at all; 2 Not very well; 3 Ok; 4 Well; 5 Very Well

Canyou...

___ recite the definition of marketing?

__ describe the concept of exchange?

___ explain the marketing concept?

___ name the four marketing management orientations?

___ distinguish between the sales and marketing
orientations?

___ list the reasons why studying marketing is a good idea?

___ explain the difference between customer satisfaction
and customer value?

___ identify the elements companies use to develop
long-term relationships with customers?

— TOTAL

Score: 35-40, you're ready to maove on to the applications below;
30-34, skim the chapter one more time before moving on to the
applications; 20-29, reread the sections giving you the most trouble
and go to ThomsonNOW for guided tutorials; under 20, you better
reread the chapter to get a grasp of the fundamentals. If you've
reread the chapter and still have a low score, visit your professor or
TA during office hours.

Review and Applications

Define the term marketing. Marketing is an orga-

nizational function and a set of processes for

creating, communicating, and delivering value to

customers and for managing customer relation-
ships in ways that benefit the organization and its stake-
holders.

1.1 What is the AMA? What does it do? How
do its services benefit marketers? http://

www.marketingpower.com

Describe four marketing management philoso-
phies. The role of marketing and the character of
marketing activities within an organization are
strongly influenced by its philosophy and orien-
tation. A production-oriented organization focuses on the
internal capabilities of the firm rather than on the desires
and needs of the marketplace. A sales orientation is based
on the beliefs that people will buy more products if aggres-
sive sales techniques are used and that high sales volumes
produce high profits. A market-oriented organization focuses
on satisfying customer wants and needs while meeting
organizational objectives. A societal marketing orientation
goes beyond a market orientation to include the preservation
or enhancement of individuals” and society’s long-term best

interests.
oriented. She is going to announce the

2.1
changes at an upcoming meeting. She has

asked you to prepare a short speech outlining the general rea-
sons for the new company orientation.

Your company president has decided to
restructure the firm to make it more market

2.2 Donald E. Petersen, former chairman of the board of
Ford Motor Company, remarked, “If we aren't customer
driven, our cars won't be either.” Explain how this state-
ment reflects the marketing concept.

2.3 Give an example of a company that might be successfully
following a production orientation. \Why might a firm in this
industry be successful following such an orientation?
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Key Terms

customer satisfaction
customer value
empowerment
exchange

Discuss the differences between sales and market orientations. First, sales-
oriented firms focus on their own needs; market-oriented firms focus on cus-
tomers’ needs and preferences. Second, sales-oriented companies consider
themselves to be deliverers of goods and services, whereas market-oriented

companies view themselves as satisfiers of customers. Third, sales-oriented firms
direct their products to everyone; market-oriented firms aim at specific segments of
the population. Fourth, although the primary goal of both types of firms is profit, sales-
oriented businesses pursue maximum sales volume through intensive promotion,
whereas market-oriented businesses pursue customer satisfaction through coordinated
activities.

3.1

3.2

3.3

A friend of yours agrees with the adage “People don't know what they want—they
only want what they know.” Write your friend a letter expressing the extent to which
you think marketers shape consumer wants.

Your local supermarket’s slogan is “It's your store.” However, when you asked one of the
stock people to help you find a bag of chips, he told you it was not his job and that you
should look a littler harder. On your way out, you noticed a sign with an address for com-
plaints. Draft a letter explaining why the supermarket’s slogan will never be credible
unless the employees carry it out.

How does Philip Moarris handle the sensitive issues associated with marketing
tobacco? What kind of information does its Web site at http://www.philipmorris
.com/ provide about smoking and its negative effects on health? How do you think
Philip Morris is able to justify such marketing tactics? After checking around the site,
do you think that approach makes the company more or less trustworthy?

Describe several reasons for studying marketing. First, marketing affects the
allocation of goods and services that influence a nation’s economy and stan-
dard of living. Second, an understanding of marketing is crucial to under-
standing most businesses. Third, career opportunities in marketing are

diverse, profitable, and expected to increase significantly during the coming decade.
Fourth, understanding marketing makes consumers more informed.

4.1  \Write a letter to a friend or family member explaining why you think that a course in
marketing will help you in your career in some field other than marketing.
10 market orientation 8 relationship marketing 11
10 marketing 6 sales orientation
12 marketing concept 8 societal marketing orientation 9
6 production orientation 7 teamwork 12
Exercises

APPLICATION EXERCISE

Understanding the differences among the various marketing management philosophies is the
starting point for understanding the fundamentals of marketing.22 From reading the chapter, you
may be convinced that the market orientation is the most appealing philosophy and the one
best suited to creating a competitive advantage. Not all companies, however, use the market
orientation. And even companies that follow it may not execute well in all areas.

Activities

1. Visit your local grocery store and go through the cereal, snack-food, and dental hygiene aisles.
Go up and down each aisle slowly, noticing how many different products are available and
how they are organized on the shelves.


http://www.philipmorris.com/
http://www.philipmorris.com/

©PAUL SAKUMA/ASSOCIATED PRESS

WETELLR

2. Count the varieties of product in each product category. For example, how many differ-
ent kinds of cereal are on the shelves? How many different sizes? Do the same for
snack food and toothpaste.

3. Now try to find a type of product in the grocery store that does not exhibit such variety.
There may not be many. Why do you think there are enough kinds of cereals to fill an
entire aisle (and then some), but only a few different types of, say, peanut butter? Can
this difference be explained in terms of marketing management philosophy (peanut butter
manufacturers do not follow the marketing concept) or by something else entirely?

4. Have you ever wanted to see a particular kind of cereal or snack food on the shelf?
Think of product varietals (like grapefruit-flavored toothpaste or peanut butter-covered
popcorn) that you have never seen on the shelf but would be interested in trying if
someone would make it. Write a letter or send an e-mail to an appropriate company,
suggesting that it add your concept to its current product line.

ETHICS EXERCISE

In today's business environment, ethics are extremely important. In recent years, there
have been numerous scandals and trials that stem from a lack of ethical judgment. For
this reason, we are including an ethical exercise in every chapter. A brief scenario will
present you with a situation in which the right thing to do may or may not be crystal
clear, and you will need to decide the ethical way out of the dilemma. To help you with
these decisions, we will always refer you back to the AMA's Code of Ethics, found online
at http://www.marketingpower.com. This will give you a resource for the exercise and
will also help reinforce the ethical standards that marketers should uphold.

Rani Pharmaceuticals is the maker of several popular drugs used to treat high
blood pressure and arthritis. Over time, the company has developed a positive relation-
ship with many of the patients who use its medications through a quarterly newsletter
that offers all the latest information on new medical research findings and general
health and fitness articles. The company has just been acquired by a group of
investors who also own Soothing Waters Hot Tubs and Spas. The marketing director
for Soothing Waters would like to use Rani’s mailing list for a direct-mail promotion.

Questions
1. What should Rani Pharmaceuticals do?

2. Does the AMA Code of Ethics address the use of customer information by multiple
divisions of the same company? Go to http://www.marketingpower.com and
review the code. Then, write a brief paragraph on how the AMA Code of Ethics relates
to Rani Pharmaceuticals” dilemma.

Entrepreneurship Case

NETFLIX READY FOR PRIMETIME

Shocked at the $40 fee he incurred for a late return of Apollo 13, Netflix founder Reed
Hastings decided that in the age of the Internet, there had to be a better way to rent
videos for home viewing. Thus, in 1997, he started an Internet-based, DVD rental serv-
ice that offered direct-to-home deliveries with no late fees. A mere decade and 4 mil-
lion subscribers later, Netflix has taken on established video rental companies such as
Blockbuster, Hollywood Video, and Wal-Mart and emerged as the leader in innovation
and customer service.

In addition to betting that the Internet would be the future of the video rental mar-
ket, Hastings made a few other key predictions that helped him develop a company
with almost $700 million in revenue in under ten years. He watched as moviegoers fled
public theaters for the comfort of home theater systems, and he observed those same
consumers embracing the features, capacity, and high-quality format of the DVD. Real-
izing that the Internet could allow those same convenience seekers 24-hour browsing
and selection access to an unprecedented volume of movie titles in a single digital
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catalog, Hastings shrewdly designed a service that outperforms traditional, store-based video
rentals.

Netflix allows consumers to choose from a variety of subscription plans. The most popu-
lar plan offers three DVDs for $17.99 per month. Once a subscriber builds a list of favorite
movies and TV shows from a selection of over 60,000 titles, Netflix mails out the three titles
at the top of the list, along with return-addressed prestamped envelopes. After viewing the
DVDs, the customer simply mails them back to Netflix in the supplied packaging. When the
titles are scanned in at one of the distribution warehouses, the customer is simultaneously
sent the next selections on the favorites list.

With 34 strategically placed distribution centers, Netflix can deliver 92 percent of its
movies within one day of being ordered. That outstanding delivery service is just the tip of
the iceberg. Netflix's Web site takes personalization to new levels through its high-powered
recommendation software, called Cinematch. Cinematch uses over a million lines of code and
over half a billion customer-supplied ratings to suggest rental choices upon request.

Amazingly, over 60 percent of the titles added to users’ favorites lists come from Cine-
match recommendations, and over a million ratings are sent to Netflix every day. Just how
effective is Cinematch? Netflix uses fewer than 50 customer service reps to support its entire
customer base! Of those, 10 are authorized to make direct callbacks to customers with com-
plaints to find out how the problem could have been prevented in the first place. It's that kind
of attention to customers that forced retail giant Wal-Mart to give up and turn over its entire
customer list to Netflix.

Netflix even added two key features to its service in response to customer requests. The
first is the ability to generate multiple favorites lists for a single account, allowing families to
build multiple wish lists that can differ as much as Steel Magnolias and Old School. The sec-
ond is the addition of a community feature called “Friends.” Friends enables users to share
the titles, ratings, and preferences for recently viewed shows with those they invite to be
part of their network.

Always looking to the future, Hastings wants to diversify Netflix by adding high-definition
DVD rentals to its current service, selling previously rented DVDs in the rapidly growing used-
DVD market, and developing an on-demand video download service. Though it's impossible
to tell exactly what blockbuster service Netflix will deliver next, it's a safe bet its customers
will applaud. 3

Questions

1. Describe the elements of the exchange process as they occur between Netflix and its
customers.

2. Which marketing management philosophy does Netflix subscribe to?
3. How does Netflix's approach to relationship marketing increase customer satisfaction?

COMPANY CLIPS

Method, the innovative branding concept in household cleaning, was conceived by room-
mates Eric Ryan and Adam Lowry during their drive to a ski lodge. Eric had been thinking of
ways to introduce design to the home care industry (i.e., cleaning products) and began talk-
ing about his vision to Adam. A chemical engineer from Stanford University with a degree in
environmental science, Adam was the perfect sounding board. He soon realized that he could
use his expertise to create naturally-derived, biodegradable formulas for the beautiful prod-
ucts Eric had in mind.

Questions

1. Is method best described as having a market orientation or a societal-marketing
orientation?

2. How does method implement the marketing concept?

© NKP MEDIA, INC./
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THE JERK/CORBIS

BIZ FLIX

The Jerk

As an encore to reviewing and studying the overview of marketing presented in this chapter,
watch the scene from The Jerk. It features Steve Martin in his first starring role as Navin
Johnson, an insecure fellow trying to get a successful start at a St. Louis gas station. The
scene is an edited sequence from The New Phone Book segment that appears in the first
twenty-six minutes of the film. Does Navin quickly identify Stan Fox’s (Bill Macy) customer
needs and desires about his falling eyeglasses? How does Navin get customer information so
he can design a product solution? Does he exceed those needs with his innovative solution?
Does the product appear to offer superior customer value? Why or why not?

The higher your score, the more likely
you are to do business with the com-
pany you thought of and recommend it
to others. That is you have a commit-
ment to the organization and are likely
a loyal customer. As you read in Chap-
ter 1, building relationships is a central
part of the market orientation!
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One of the most important decisions in your life is choosing a career. Not only will your
career choice affect your income and lifestyle, but it also will have a major impact on
your happiness and self-fulfillment.

You can use many of the basic concepts of marketing introduced in this book to get
the career you want by marketing yourself. The purpose of marketing is to create
exchanges that satisfy individual as well as organizational objectives, and a career is
certainly an exchange situation for both you and an organization. The purpose of this
appendix is to help you market yourself to prospective employers by providing some
helpful tools and information.

AVAILABLE CAREERS

Marketing careers have a bright outlook into the next decade. The U.S. Bureau of Labor Sta-
tistics estimates that employment in marketing fields will grow between 21 and 35 percent
through 2012. Many of these increases will be in the areas of sales, public relations, retail-
ing, advertising, marketing research, product management, and marketing management.

® Sales: There are more opportunities in sales than in any other area of marketing.
Sales positions vary greatly among companies. Some selling positions focus more
on providing information; others emphasize locating potential customers, making
presentations to committees, and closing the sale. Because compensation is
often in the form of salary plus commission, there are few limits on the amount of
money a person can make and therefore great potential. Sales positions can be
found in many organizations, including manufacturing, wholesaling, retailing,
insurance, real estate, financial services, and many other service businesses.

e Public relations: Public relations firms help create an image or a message for an
individual or organization and communicate it effectively to a desired audience.
All types of firms, profit and nonprofit organizations, individuals, and even coun-
tries employ public relations specialists. Communication skills, both written
and oral, are critical for success in public relations.

¢ Retailing: Retail careers require many skills. Retail personnel may manage a sales
force or other personnel, select and order merchandise, and be responsible for pro-
motional activities, inventory control, store security, and accounting. Large retail
stores have a variety of positions, including store or department manager, buyer,
display designer, and catalog manager.

® Advertising: Many organizations employ advertising specialists. Advertising agencies
are the largest employers; however, manufacturers, retailers, banks, radio and televi-
sion stations, hospitals, and insurance agencies all have advertising departments.
Creativity, artistic talent, and communication skills are a few of the attributes needed
for a successful career in advertising. Account executives serve as a liaison between
the advertising agency and the client. Account executives must have a good knowl-
edge of business practices and possess excellent sales skills.

® Marketing management: Marketing managers develop the firm’s detailed marketing
strategy. With the help of subordinates, including market research managers and
product development managers, they determine the demand for products and ser-
vices offered by the firm and its competitors. In addition, they identify potential mar-
kets—for example, business firms, wholesalers, retailers, government, or the general
public. Marketing managers develop pricing straegy with an eye toward maximizing



the firm’s share of the market and its profits while ensuring that the firm’s cus-
tomers are satisfied. In collaboration with sales, product development, and other
managers, they monitor trends that indicate the need for new products and ser-
vices and oversee product development. Marketing managers work with advertis-
ing and promotion managers to promote the firm’s products and services and to
attract potential users.

® Marketing research: The most rapid growth in marketing careers is in marketing
research. Marketing research firms, advertising agencies, universities, private
firms, nonprofit organizations, and governments provide growing opportunities in
marketing research. Researchers conduct industry research, advertising research,
pricing and packaging research, new-product testing, and test marketing.
Researchers are involved in one or more stages of the research process, depending
on the size of the organization conducting the research. Marketing research
requires knowledge of statistics, data processing and analysis, psychology, and
communication.

® Product management: Product managers coordinate all or most of the activities
required to market a product. Thus, they need a general knowledge of all aspects
of marketing. Product managers are responsible for the successes and failures of a
product and are compensated well for this responsibility. Most product managers
have previous sales experience and skills in communication. The position of prod-
uct manager is a major step in the career path of top-level marketing executives.

Starting in a marketing job is also one of the best routes to the top of any organization.
More CEOs come from sales and marketing backgrounds than from any other field. As
examples, Lee lacocca (Chrysler), Phil Lippincott (Scott Paper), John Akers (IBM), John
Sparks (Whirlpool), and Bruno Bich (Bic Pen) came up through sales and marketing. Typ-
ically, a college graduate enters the marketing field in a sales position, then moves to
sales supervisor, and next sales manager at the district, regional, and national levels.
Individuals who prefer to advance through the ranks of marketing management can
usually make a career move into product or brand management or another marketing
headquarters job after serving for a couple of years in the initial sales position.

Probably the most difficult part of job hunting is deciding exactly what type of work
you would like. Many students have had no working experience other than summer jobs,
so they are not sure what career to pursue. Too often, college students and their parents
rush toward occupational fields that seem to offer the highest monetary payoff or are cur-
rently “hot,” instead of looking at the long run over a 40- to so-year working life. One
straightforward approach to deciding what type of job to undertake is to do a “self-
analysis.” This involves honestly asking yourself what your skills, abilities, and interests
really are and then identifying occupational fields that match up well with your personal-
ity profile. Some students prefer to take various vocational aptitude tests to help identify
their interests and abilities. Your college’s placement office or psychology department can
inform you about the availability of these tests. You may find it useful to develop a FAB
(feature-advantage-benefit) matrix that shows what your skills are, why they offer an
advantage, and how they would benefit an employer. Exhibit 1 shows an example.

Exhibit 1
The FAB Matrix

Need of Employer
This job requires . . .

* Frequent sales
presentations to

individuals and groups.

* Knowledge of personal
computers, software,
and applications.

* A person with
management potential.

Feature of Job Applicant
| have. ..

* Taken 10 classes that
required presentations.

* Taken a personal computer
course and used Lotus in
most upper-level classes.

* Been president of a
student marketing group
and social fraternity
president for two years.

Advantage of Feature

This feature means that. ..

* | require limited or no
training in making
presentations.

* | can already use Word,
Excel, dBase, SAS, SPSS,
and other software.

* | have experience
leading people.

Benefit to Employer
You will . . .

* Save on the cost of training
and have an employee with
the ability and confidence
to be productive early.

* Save time and money
on training.

e Save time because | am
capable of stepping into
a leadership position
as needed.
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Marketing yourself to a prospective employer will usually be your first big marketing
assignment. With your services (as represented by your qualifications, education, train-
ing, and personal characteristics) as the product, you must convince prospective
employers that they should buy your services over those of many other candidates for
the job. All the steps of the marketing and sales process apply: identifying opportuni-
ties, developing yourself as a product, prospecting for potential employers, planning
your approach to them, approaching with a résumé and cover letter, making your sales
presentation and demonstrating your qualifications in a personal interview, dealing
with objections or giving reasons why the employer should hire you over other candi-
dates, attempting to close the sale by enthusiastically asking for the job and employing
appropriate closing techniques, and following up by thanking the prospective employer
for the interview and reinforcing a positive impression.

Prospecting for a Potential Employer

After you have determined what you're selling (your skills, abilities, interests, and so
forth) and identified the type of job you think you would like, you might begin your
personal selling process by looking at the College Placement Annual at your college
placement office. The College Placement Annual provides a variety of information about
prospective employers and lists the organizations according to the types of jobs they
have available—for example, advertising, banking, marketing research, and sales.
Another very important source is an online search on the Internet. Other sources of
information about prospective employers include directories such as those published
by Dun and Bradstreet, Standard & Poor’s, and trade associations; the annual American
Marketing Association membership directory (company listings); the Yellow Pages of
telephone books in cities where you would like to live and work; and classified sections
of the Wall Street Journal or city newspapers. Before contacting a particular company,
look up its annual report and stock evaluation (from Value Line or various other sources)
in your college library to learn as much as possible about the company and its prospects
for the future. You might also obtain a list of articles on the company from the Business
Periodicals Index (BPI).

College Placement Office

Use your college placement office to find out which companies are going to be inter-
viewing on campus on what dates; then sign up for interviews with those companies
that seem to best match your job skills and requirements. Usually, the college place-
ment office has books, pamphlets, or files that will give you leads on other prospective
employers that may not be interviewing on campus that term.

Job-Hunting Expenses

Although campus interviews are convenient, students seldom get a job without follow-
up interviews with more senior managers—usually at company headquarters. These
additional interviews generally take a full day and may involve long-distance trips. You
should be forewarned that job hunting can be expensive. Printing your résumé, typing
cover letters, buying envelopes and stamps, making long-distance telephone calls,
incurring travel expenses, and buying new clothing will require a sizable outlay of
money. Even though most companies eventually reimburse you for expenses incurred
on a company visit, they seldom pay in advance. Reimbursement can take several
weeks, so you may encounter some cash-flow problems over the short run.

The Internet
The Internet is the fastest-growing medium for job

Exhibit 2 searching today. Many companies are using the Internet
Helpful Internet Addresses for Job Searches/Résumé Writing to assist them in their recruiting efforts. Some companies
The Monster board http://www.monster.com are even conducting initial interviews or}llne via v1deoc9n-
. : : ferencing. Just as some companies post jobs on a bulletin
JobWeb http://www.jobweb.org board, companies can list job opportunities on job posting
Career Mosaic http://www.careermosaic.com Web sites. Some of the more popular job search Web sites
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Proven Resumes.com
WSJ Career Journal

are listed in Exhibit 2. These sites also contain informa-
tion about résumé writing and interviewing, as well as
tips that you can use to secure the job that you want.

http://www.provenresumes.com/
http://www.careerjournal.com
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Employment Agencies

Although many employment agencies receive fees from employers for providing good job
candidates, others charge job seekers huge fees (sometimes thousands of dollars) for
helping them find jobs. Therefore, make sure you fully understand the fee arrangement
before signing up with an employment agency. Some employment agencies may not be
worth your time and/or money because they use a programmed approach to helping you
write your résumé and cover letter and prospect for potential employers. Potential
employers have seen these “canned” formats and approaches so many times that your
personal advertisement (your résumé and cover letter) will be almost indistinguishable
from others.

The Hidden Job Market

It has been estimated that nearly 9o percent of available jobs are never advertised and
never reach employment agency files, so creative resourcefulness often pays off in find-
ing the best jobs. Consider every reasonable source for leads. Sometimes your profes-
sors, deans, or college administrators can give you names and contact persons at com-
panies that have hired recent graduates.

Do not be bashful about letting other people know that you are looking for work.
Classmates, friends, and business associates of your family may be of help not only
directly but also indirectly, acting as extra pairs of eyes and ears alert to job opportuni-
ties for you.

Planning Your Approach (the Preapproach)

After conducting your self-analysis and identifying potential employers looking for people
with your abilities and interests, you need to prepare your résumé (or personal advertise-
ment). Your résumé should focus on your achievements to date, your educational back-
ground, your work experience, and your special abilities and interests. Some students
make the mistake of merely listing their assigned responsibilities on different jobs without
indicating what they accomplished on the job. If you achieved something on the job, say
it—for example, “Helped computerize office files,” “Increased sales in my territory by 10
percent,” “Received a 15 percent raise after three months on the job,” or “Promoted to assis-
tant store manager after four months.” When looking for a job, remember that employers
are looking for a track record of achievement, so you must distinguish yourself from those
who may have had the same assigned job responsibilities as you did but performed poorly.
If your work experience is minimal, consider a “skills” résumé, in which you emphasize
your particular abilities, such as organizing, programming, or leadership skills, and give
supporting evidence whenever you can. Examples of various types of résumés can be
found in the College Placement Annual and in various other job-hunting publications (ask
your college business reference librarian to direct you). Exhibit 2 lists some Web sites
where you can learn about résumé formats.

Remember that there is no one correct format for your résumé. A little tasteful creativ-
ity can help differentiate your résumé from countless look-alike résumés. If you are a
young college graduate, your résumé will usually be only one page long, but do not worry
about going to a second page if you have something important to present. One student so
blindly followed the one-page résumé rule that he left out having served in the military—
service that is usually viewed very positively by prospective employers, especially if it
involved significant leadership responsibilities or work experience.

If you know what job you want, you may want to put your job objective near the top of
your résumeé. If you are not sure what job you want or want to send out the same résumé
for several different jobs, then you can describe your job objective in your cover letter. A
key element in the cover letter is convincing the prospective employer to grant you an
interview. Thus, you must talk in terms of the employer’s interests, not just your own. You
are answering the question: “Why should we hire you?” You may need to send a letter
with your résumé enclosed to a hundred or more companies to obtain five to ten inter-
views, so do not be discouraged if you get replies from only a few companies or are told
by many companies that they have no job opportunities at present. You will probably
need only a few interviews and just one job offer to get your career started.

Review some of the publications and sources mentioned in the previous section on
prospecting (e.g., College Placement Annual, Dun and Bradstreet directories, and annual
reports) to learn as much as you can about your prospective employer so that you can
tailor your cover letter. Remember, the employer is thinking in terms of the company’s
needs, not yours. For one example of a résumé, see Exhibit 3. A cover letter is illustrated
in Exhibit 4.
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RACHEL E. SANFORD
2935 Mountain View Road
Ellington, PA 19401
(216) 567-0000

JOB OBJECTIVE Sales representative for a consumer-products company

EDUCATION

ACTIVITIES
AND HONORS

Graduated cum laude with BS in Marketing Management (June 2006), University

of Southern Pennsylvania. Career-related courses included Selling and Sales
Management, Public Speaking, Business Writing, Public Relations, Marketing
Research, Computer Programming, and Multivariate Data Analysis.

President, Student Marketing Association; Vice president, Chi Omega Sorority;
Captain, women's varsity tennis team; sportswriter for the Campus View stu-
dent newspaper. Named to Who’s Who among American College Students,

2004-2005. On Dean'’s List all four years. Overall grade point average = 3.65.

WORK EXPERIENCE

Summer 2005

Summer 2004

Summer 2003

Summer 2002

INTERESTS

Sales representative, Peabody Manufacturing Company. Sold women’s blouses
to boutiques and small department stores in southeastern Pennsylvania.
Exceeded assigned sales quota by 20%; named “outstanding” summer
employee for 2005.

Buyer, Hamm'’s Department Stores, Inc., Midway, Pa. Developed purchase
plan, initiated purchase orders, monitored and controlled expenditures for
nearly $2 million worth of women's clothing. Made monthly progress reports
(written and oral) to Hamm'’s Executive Committee. Received 15% bonus as
#2 buyer in the six stores of the Hamm'’s chain in special “Back to School”
purchasing competition.

Retail clerk, Hamm’s Department Stores, Inc., Midway, Pa. After 3 months,
received 10% pay raise and promotion to evening salesclerk supervisor over
seven part-time salesclerks. Devised new inventory control system for hand-
bags and accessories that cut costs over $50,000 annually.

Cosmetics salesperson, Heavenly Charm, Inc., Midway, Pa. Sold $63,000 worth
of Heavenly Charm cosmetics door to door. Named #1 salesperson in the sales
region. Offered full-time job as sales supervisor.

Tennis, golf, public speaking, short story writing, and reading biographies.

Making Your
Approach

Prospective employers can
be approached by mail,
telephone, the Internet, or
personal contact. Personal
contact is best, but this
usually requires that you
know someone with influ-
ence who can arrange an
interview for you. Of
course, a few enterprising
students have devised elab-
orate and sometimes suc-
cessful schemes to get job
interviews. For example, we
know of one young man
who simply went to the
headquarters of the com-
pany he wanted to work for
and asked to see the presi-
dent. Told that the presi-
dent of the company could
not see him, the student
said that he was willing to
wait until the president had
time. This audacious indi-
vidual went back three dif-
ferent days until the presi-
dent finally agreed to see
him, perhaps mainly out of
curiosity about what sort of
young man would be so
outrageous in his job
search.

Fortunately for this
young man, he had a lot to
offer and was able to com-
municate this to the presi-
dent, so he was hired. This

unorthodox approach shows how far people have gone to impress potential employers,
and if you feel comfortable doing it, then go ahead. A personal contact within the com-
pany certainly can win you some special attention and enable you to avoid competing
head-on with the large number of other candidates looking for a job. Most students,
however, start their approach in the traditional way by mailing their résumé and cover
letter to the recruiting department of the company. More recently, students have begun
to e-mail their résumés, and some companies are requiring this as a means of screen-
ing out applicants who are not computer literate. Unless your résumé matches a partic-
ular need at that time, it will probably be filed away for possible future reference or
merely discarded. To try to get around the system, some students send their letter by
express mail or mailgram or address it to a key executive, with “Personal” written on
the envelope. These students believe that bypassing the company’s personnel office will
increase the likelihood that their cover letter and résumé will be read by someone with
authority to hire. Other students send their résumé on a CD or DVD, and one student in
Louisiana sent a King Cake to the recipient of the résumé, while another sent a packet
of Louisiana spices. Using gimmicks, no matter how creative, to get a job interview will
offend some executives and thus cause you to be rejected from consideration for a job.
But you can probably also be sure that a few executives will admire your efforts and
grant you an interview.

Only you know how comfortable you feel with different approaches to obtaining a job
interview. We advise you not to use an approach that is out of character for you and thus
will make you feel awkward and embarrassed.



Exhibit 4

Sample Cover Letter

Rachel E. Sanford
2935 Mountain View Road
Ellington, PA 19401

Mr. Samuel Abramson
District Sales Manager
Hixson Appliance Company
Philadelphia, PA 19103

Dear Mr. Abramson:

Hixson has been a familiar name to me ever since | was barely able to see over my mother’s
kitchen counter. Virtually every appliance we had was a Hixson, so | know firsthand what fine
quality products you sell. My career interest is in sales, and there is no company that | would
rather work with than Hixson Appliance.

| will be graduating this June from Southern Pennsylvania University with a BS in marketing
management, and | would like you to consider me for a job as a sales representative with your
company. As you can see in my enclosed résumé, | have successfully worked in sales jobs
during three of the last four summers. My college course electives (e.g., public speaking, busi-
ness writing, and public relations) have been carefully selected with my career objective in
mind. Even my extracurricular activities in sports and campus organizations have helped pre-
pare me for working with a variety of people and competitive challenges.

Will you please grant me an interview so that | can convince you that I'm someone you should
hire for your sales team? I'll call you next Thursday afternoon to arrange an appointment at your

Making Your Sales
Presentation

Your personal sales presen-
tation will come during the
interview with the prospec-
tive employer’s recruiters or
interviewers. Like any pre-
sentation, it requires thor-
ough preparation and an
effective follow-up, as well
as a solid performance dur-
ing the interview itself.

Pre-Interview
Considerations
Preparing for the interview
is crucial. You will already
have gathered information
on the company, as sug-
gested in the preceding sec-
tions; you should review it
now. Exhibit 5 shows a pre-
interview checklist that can
help you prepare. In addi-

convenience.
Look forward to meeting you soon.

Exhibit 5
Before the Interview

* Practice
v Questions you may be asked
v Questions you want to ask about the position and organization
v Role-playing an interview

* Self-assessment
v Goals
v Skills, abilities, accomplishments
v/ Work values (important factors you look for in a job)
v Experiences
v Personality

* Research
v Obtain company literature
v Write or visit the organization
v Talk to people familiar with the organization

 Obtain references

* Plan ahead
v Attire to be worn to the interview
v Directions to the interview site
v Time of arrival (get there with at least 5-10 minutes to spare)

tion, the self-assessment
test in Exhibit 6 can help

Sincerely, you determine if you're
Rachel E. Sanford ready for the interview.
Keep the following in
Enclosure

mind in preparing for your
interview:

® Find out the exact place and time of the interview.

® Be certain you know the interviewer’s name and
how to pronounce it if it looks difficult.

e Do some research on the company with which you
are interviewing—talk to people and read the com-
pany literature to know what its products or services
are, where its offices are located, what its growth has
been, and how its prospects look for the future.

e Think of two or three good questions that you
would like to ask during your interview.

e Plan to arrive at the designated place for your inter-
view a little early so that you will not feel rushed and
worried about being on time.

® Plan to dress in a manner appropriate to the job for
which you are interviewing.

A guide for the interview conversation itself is to pre-
pare nine positive thoughts before you go in for the
interview:

* Three reasons why you selected the employer to
interview

e Three reasons you particularly like the employer

® Three assets you have that should interest the
employer

Try to make a positive impression on everyone you
encounter in the company, even while waiting in the
lobby for your interview. Sometimes managers will
ask their receptionists and secretaries for an opinion
of you, and your friendliness, courtesy, professional
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Self-Assessment Test

How assertive are you (or will you be) as you interview for a position? Listed below are questions that will help you to evaluate yourself:
answer yes or no to the questions, being honest with yourself. If you have five or fewer yes answers, you still have some work to do. A
good score is Seven or more yes answers.

Yes No

_ — Have you made an effort to research the company before the interview?

—— ——  Have you prepared several questions that you want to ask?

_ — If an interviewer asks a personal question unrelated to the job, will you be able to tactfully call this to his attention?

_ — If an interviewer gives you a hypothetical job-related problem, do you have confidence in your ability to respond in a
timely and succinct manner?

_ — If the interviewer seems distracted or uninterested during your interview, will you be able to steer the interview back
on track and gain her attention?

—— ——  When you meet the interviewer, will you be the first to introduce yourself and begin the conversation?

—— —— If the interviewer continually interrupts when you are responding to questions or giving information about yourself,
can you politely handle this?

—— —— i the interviewer never gives you the opportunity to talk about yourself and you have only five minutes remaining in
the interview, have you thought about phrases or ways to redirect the interview and regain control of the process?

—— ——  When the interviewer is beginning to close the interview, are you prepared to ask questions about how you stand,
what the determining factors are for candidate selection, and by what date you will have an answer?

demeanor, personal habits, and the like will all be used to judge you. Even the maga-
zines you choose to read while waiting can be a positive or negative factor. For instance,
it will probably be less impressive if you leaf through a popular magazine like People or
Sports Illustrated than if you read something more professional such as Business Week or
the Wall Street Journal.

During the Interview

During the interview, do not be merely a passive respondent to the interviewer’s ques-
tions. Being graciously assertive by asking reasonable questions of your own will indi-
cate to the interviewer that you are alert, energetic, and sincerely interested in the job.
The personal interview is your opportunity to persuade the prospective employer that
you should be hired. To use a show business analogy, you will be onstage for only a
short time (during the personal interview), so try to present an honest but positive
image of yourself. Perhaps it will help you to be alert and enthusiastic if you imagine
that you are being interviewed on television. Exhibit 7 lists a number of questions that
are frequently asked during interviews.

Sometimes prospective employers will ask you to demonstrate certain abilities by having
you write a timed essay about some part of your life, sell something (such as a desk calcu-
lator) to the interviewer, or respond to hostile questions. Be calm and confident during any
such unorthodox interviewing approaches and you will make a good impression. Remem-
ber, most employers want you to perform well because they are looking for the best peo-
ple they can find in a given time frame for the money they have to offer.

If you are given intelligence, aptitude, or psychological tests, you should try to be hon-
est so that you do not create unrealistic expectations that you will not be able to fulfill. It is
just as important that you do not create a false impression and begin with a company that
is not right for you as it is to secure employment in the first place. Many experts say that it
is not very difficult to “cheat” on aptitude or psychological tests if you are able to “play the
role” and provide the answers that you know the company wants to read. Usually, the so-
called safe approach in most personality and preference (interest) tests is to not take
extreme positions on anything that is not clearly associated with the job you are applying
for. For sales jobs, it is probably safe to come across as highly extroverted and interested in
group activities, but it may not be safe to appear to be overly interested in literature, music,
art, or any solitary activity. In addition, the “right” answers tend to indicate a conservative,
goal-oriented, money-motivated, and gregarious personality.

Sometimes interviewers will bluntly ask, “Why should we hire you?”

This requires that you think in terms of the employer’s needs and present in concise form
all your major “selling points.” Also, sometimes the interviewer may bring up reasons why
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Some Questions Frequently Asked during a Job Interview

Of the jobs you've had to date, which one did you like best? Why?

Why do you want to work for our company?

Tell me what you know about our company.

Do any of your relatives or friends work for our company? If so, in what jobs?

Tell me about yourself, your strengths, weaknesses, career goals, and so forth.

Is any member of your family a professional marketer? If so, what area of marketing?

Why do you want to start your career in marketing?

Persuade me that we should hire you.

What extracurricular activities did you participate in at college? What leadership positions did you have in any of these activities?
What benefits have you derived from participation in extracurricular activities that will help you in your career?
Where do you see yourself within our company in five years? In ten years? Twenty years?
What is your ultimate career goal?

What do you consider your greatest achievement to date?

What is your biggest failure to date?

What is (was) your favorite subject in school? Why?

Are you willing to travel and possibly relocate?

How would the people who know you describe you?

How would you describe yourself?

What do you like most about marketing?

What do you like least about marketing?

If we hire you, how soon could you start work?

What is the minimum we would have to offer you to come with us?

What goals have you set for yourself? How are you planning to achieve them?

Who or what has had the greatest influence on the development of your career interests?
What factors did you consider in choosing your major?

Why are you interested in our organization?

What can you tell me about yourself?

What two or three things are most important to you in a position?

What kind of work do you want to do?

What can you tell me about a project you initiated?

What are your expectations of your future employer?

What is your GPA? How do you feel about it? Does it reflect your ability?

How do you resolve conflicts?

What do you feel are your strengths? Your weaknesses? How do you evaluate yourself?
What work experience has been the most valuable to you and why?

What was the most useful criticism you ever received, and who was it from?

Can you give an example of a problem you have solved and the process you used?

Can you describe the project or situation that best demonstrates your analytical skills?

What has been your greatest challenge?

Can you describe a situation where you had a conflict with another individual and explain how you dealt with it?
What are the biggest problems you encountered in college? How did you handle them? What did you learn from them?
What are your team-player qualities? Give examples.

Can you describe your leadership style?

What interests or concerns you about the position or the company?

In a particular leadership role you had, what was the greatest challenge?

What idea have you developed and implemented that was particularly creative or innovative?

29

ONILIAIYVIN 40 MIIAYIAO NV

d3ILdVHD

I



THE WORLD OF MARKETING

I

PART

Exhibit 7

Some Questions Frequently Asked during a Job Interview (continued)
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What characteristics do you think are important for this position?

How have your educational and work experiences prepared you for this position?

Can you take me through a project where you demonstrated skills?

How do you think you have changed personally since you started college?

Can you tell me about a team project that you are particularly proud of and discuss your contribution?
How do you motivate people?

Why did you choose the extracurricular activities you did? What did you gain? What did you contribute?
What types of situations put you under pressure, and how do you deal with the pressure?

Can you tell me about a difficult decision you have made?

Can you give an example of a situation in which you failed and explain how you handled it?

Can you tell me about a situation when you had to persuade another person of your point of view?
What frustrates you the most?

Knowing what you know now about your college experience, would you make the same decisions?
What can you contribute to this company?

How would you react to having your credibility questioned?

What characteristics are important in a good manager? How have you displayed one of these characteristics?
What challenges are you looking for in a position?

What two or three accomplishments have given you the most satisfaction?

Can you describe a leadership role of yours and tell why you committed your time to it?

How are you conducting your job search, and how will you make your decision?

What is the most important lesson you have learned in or out of school?

Can you describe a situation where you had to work with someone who was difficult? How was the person difficult, and how did you handle it?
We are looking at a lot of great candidates; why are you the best person for this position?

How would your friends describe you? Your professors?

What else should | know about you?

you are not the ideal candidate. For example, he or she may say: (1) “We’re really looking for
someone with a little more experience”; (2) “We'd like to get someone with a more technical
educational background”; or (3) “We need someone to start work within two weeks.” These
kinds of statements are similar to objections or requests for additional information. In
other words, the interviewer is saying, “Convince me that I shouldn’t rule you out for this
reason.” To overcome such objections, you might respond to each, respectively, along the
following lines:

(1) “I've had over a year’s experience working with two different companies during
my summer vacations, and I've worked part-time with a third company all during
college. I'm a fast learner, and I've adapted well to each of the three companies,
so I feel that my working experience is equivalent to that of someone who has
had three or four years’ experience with the same company.”

(2) “Although I didn’t choose to earn a technical undergraduate degree, I've taken
several technical courses in college, including basic engineering courses, chem-
istry, physics, and two years of math. I'm very confident that I can quickly learn
whatever is necessary technically to do the job, and my real strength is that my
education has been a blend of technical and managerial courses.”

(3) “Well, I do have one more term of school, so I couldn’t start full-time work in two
weeks, but perhaps we could work out an arrangement in which I could work
part-time—maybe Friday, Saturday, and Sunday or on weekends until I graduate.”

Good “salespeople” do not allow an objection to block a sale. Providing reasonable solu-
tions or alternative perspectives can often overcome objections or, at least, allow room
for further negotiation toward a compromise solution.



How to Act during the Interview. The following can help you behave appropriately during
the interview:

e Think positive. Be enthusiastic, interested, knowledgeable, and confident.

e Take few notes. It is acceptable to take notes during the interview, but limit them to
things that are essential to remember. You want to focus more on listening and
observing rather than writing.

® Relate to the interviewer. Build positive rapport with the interviewer. Listen and
observe; relate yourself to the employer or position.

e Watch your body language. Be aware of nervousness (fidgeting, shaking leg, tapping,
etc.). Project confidence (eye contact, firm handshake, upright posture).

® Be aware of the questions the employer asks. Answer with information relevant to the
position. Provide a direct answer; avoid being long-winded.

e Think about the questions you ask. They should indicate that you know something
about the job. Avoid questions that could easily be answered elsewhere (through
research). Obtain information you need to know to be satisfied with the job (inter-
viewing is a two-way process). Salary and benefit questions should be asked after
the job is offered.

e Achieve effective closure. Ask when the employer expects to make a decision.
Restate your interest and ability to perform the job. Show confidence and enthusi-
asm (smile, end with a firm handshake). Obtain the employer’s business card, if
possible (it may be useful when writing a thank-you letter).

Interview Questions. Too many employment applicants spend all their time preparing for
the questions employers will ask them. Too often, they fail to ask vital questions that
would help them learn if a job is right for them. Failing to ask important questions during
the interview often leads to jobs that offer neither interest nor challenge. Too often, unin-
formed applicants accept positions hoping that they will develop into something more
meaningful and rewarding later. Exhibit 8 suggests questions that you may want to ask.

Closing the Sale
Although it is not likely that a prospective employer will offer you a job immediately
after the job interview, you should nevertheless let the interviewer know that you defi-
nitely want the job and are confident that you will do an excellent job for the employer.
You will need to use your best judgment on how to best do this.

In each stage of the personal selling process, you should be looking for feedback from
the interviewer’s body language and voice inflections or tone.

Following Up the Interview
Within a few days after any job interview, whether you want the job or not, it is busi-
ness courtesy to write thank-you letters to interviewers. In these letters you can rein-
force the positive impression you made in the interview and again express your keen
interest in working for the company. If you do not hear from the company within a few
weeks, it may be appropriate to write another letter expressing your continuing inter-
est in the job and asking for a decision so that you can consider other options if neces-
sary. As a possible reason for this follow-up letter, you might mention an additional
personal achievement since the interview, give a more detailed answer to one of the
interviewer’s questions, or perhaps send a newspaper or magazine article of interest. A
neat, well-written, courteous follow-up letter gives you a chance not only to make a
stronger impression on the interviewer but also to exhibit positive qualities such as
initiative, energy, sensitivity to others’ feelings, and awareness of business protocol.

Many applicants fail to write a thank-you letter after an interview, yet many employ-
ers say that the deciding factor between several similar job candidates is often the
thank-you note. The thank-you letter should be typewritten. If the interviewer is a very
technology-driven person, a thank-you e-mail may also be appropriate. However, the
personal touch of a typewritten and hand-signed letter leaves a better impression.

Be sure to write a follow-up letter in all of the following situations:

® After two or three weeks of no reply.

® When a job has been refused. Express your regret that no job is available and ask if
you might be considered in the future. Also, ask how you could improve yourself
to better fit what the company is looking for.

® After an interview. Express your thanks for the interviewer’s time and courtesy.
Answer any unanswered questions and clarify any misconceptions.
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Sample Interview Questions to Be Asked by Job Candidates
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Where is the organization going? What plans or projects are being developed to maintain or increase its market share? Have many new
product lines been decided upon recently? Is the sales growth in the new product line sustainable?

Who are the people with whom | will be working? May | speak with some of them?

May | have a copy of the job description?

What might be a typical first assignment?

Do you have a performance appraisal system? How is it structured? How frequently will | be evaluated?

What is the potential for promotion in the organization? In promotions, are employees ever transferred between functional fields? What is
the average timetogetto __ level in the career path? Is your policy to promote from within, or are many senior jobs filled by
experienced people from outside? Do you have a job posting system?

What type of training will | receive? When does the training program begin? Is it possible to move through your program faster? About
how many individuals go through your internship program?

What is the normal routine of a (an) ____like? Can | progress at my own pace, or is it structured? Do employees normally work overtime?
How much travel is normally expected? Is a car provided to traveling personnel?

How much freedom is given to new people? How much discipline is required? How much input does the new person have? How much
decision-making authority is given to new personnel?

How frequently do you relocate employees? Is it possible to transfer from one division to another?
What is the housing market for a single personin ____ (city)? Is public transportation adequate?
How much contact with and exposure to management is there?

How soon should | expect to report to work?

® To accept a job (even if previously done in person or on the phone). State your accep-
tance. Reiterate the agreement, the time for beginning work, and the like. Do not
start asking for favors.

¢ To refuse a job offer. Graciously decline the offer. Be warm and interested and indi-
cate that you appreciate the offer.

Follow-up letters are also appropriate after you have received replies to both solicited
and unsolicited letters of inquiry. Always make certain that your letters possess the atti-
tude, quality, and skill of a professional.

Working Conditions

Advertising, marketing, promotions, public relations, and sales managers work in
offices close to those of top managers. Long hours, including evenings and weekends,
are common. About 44 percent of advertising, marketing, and public relations man-
agers work more than 40 hours per week. Substantial travel may also be involved. For
example, attendance at meetings sponsored by associations or industries is often
mandatory. Sales managers travel to local, regional, and national offices and to vari-
ous dealers and distributors. Advertising and promotions managers may travel to
meet with clients or representatives of communications media. At times, public rela-
tions managers travel to meet with special interest groups or government officials. Job
transfers between headquarters and regional offices are common, particularly among
sales managers.

Moving Up the Ladder
Most advertising, marketing, promotions, public relations, and sales management posi-
tions are filled by promoting experienced staff or related professional personnel. For
example, many managers are former sales representatives, purchasing agents, buyers,
or product, advertising, promotions, or public relations specialists. In small firms, where
the number of positions is limited, advancement to a management position usually
comes slowly. In large firms, promotion may occur more quickly.

Although experience, ability, and leadership are emphasized for promotion, advance-
ment can be accelerated by participation in management training programs conducted



by many large firms. Many firms also provide their employees with continuing educa-
tion opportunities, either in-house or at local colleges and universities, and encourage
employee participation in seminars and conferences, often provided by professional
societies. In collaboration with colleges and universities, numerous marketing and
related associations sponsor national or local management training programs. Staying
abreast of what is happening in your industry and getting involved in related industry
associations can be important for your career advancement.

Even though you want to choose a company that you will stay with throughout your
working life, it is realistic to recognize that you will probably work for three, four, or
more companies during your career. If you are not fully satisfied with your job or com-
pany during the first few years of your full-time working life, remember that you are
building experience and knowledge that will increase your marketability for future job
opportunities. Keep a positive outlook and do the best you can in all job assignments—
and your chance for new opportunities will come. Do not be too discouraged by mis-
takes that you may make in your career; nearly every successful person has made and
continues to make many mistakes. View these mistakes largely as learning experi-
ences, and they will not be too traumatic or damaging to your confidence.

Good luck in your marketing career!
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CHAPTER

for Competitive
Advantage

Learning Outcomes

10O T  Understand the importance of strategic marketing and know a
basic outline for a marketing plan

1002 Develop an appropriate business mission statement
1O3 Describe the criteria for stating good marketing objectives
1O%  Explain the components of a situation analysis

105 Identify sources of competitive advantage

]_,06 Identify strategic alternatives

107 Discuss target market strategies

]_,08 Describe the elements of the marketing mix

LO9 Explain why implementation, evaluation, and control of the
marketing plan are necessary

1O O Identify several techniques that help make strategic planning
effective

© 2004-2006 B*TWEEN PRODUCTIONS, INC. ALL RIGHTS RESERVED.

34



a marketing strategy for
Beacon Street Girls

oncerned about the provoca-

tive images and scantily clad

girls in books and other

media aimed at pre-

teenagers, Addie Schwartz
decided to develop an alternative. She
founded B*tween Productions, which
publishes Beacon Street Girls, a line of
books and accessories aimed at the
“tween” market—the more than 10 mil-
lion girls who are between toys and
boys. These 9- to 13-year-olds represent
a market estimated to be worth more
than $40 billion annually.

Schwartz's goal was to create char-
acters that girls could identify with and
learn from. “l wanted to use the media
to empower girls in a positive way,” she

“I wanted to use the media to

empower girls in a positive way,”

-_../\._.*\

explains. In 2002, Schwartz and her
team created composites of the charac-
ters and decided that the books would
be set in the real-life town of Brookline,
Massachusetts. Schwartz then con-
ducted 30 focus groups with girls from
the target age group. The characters
who emerged reflected the diverse inter-
ests and backgrounds of the focus group
participants. Among the characters are
Avery, a soccer player who was adopted
from Korea; Katani, an African American
who designs her own clothes; and
Maeve, who is dyslexic and loves boys
and old movies.

Beacon Street Girls is modeled after
the American Girl brand—a very suc-

cessful line of dolls, books, and acces-
sories aimed at girls age 7 and older.
Schwartz says her brand is the next step
for American Girl fans who no longer
play with dolls. Like American Girl,
Beacon Street Girls has an extensive
product line that includes accessories;
an interactive Web site with games,
quizzes, and guidelines for healthy living;
and a book club. Schwartz is planning to
add clothing and tech gadgets as well.
Beacon Street’s products are priced
lower than American Girl's, however. An
American Girl doll costs $84, whereas
Beacon Street accessories range from a
$2.99 spiral notebook to a $54 duffel
bag.

The books are distributed through
retail bookstores. Although the big
chains such as Barnes & Noble and
Border’s offered only standard shelf
space, about 70 independent bookstores
nationwide feature Beacon Street mer-
chandising displays that call attention to
the series.

Although Beacon Street Girls" adver-
tising budget is small, it has gained free
publicity via partnerships with organiza-
tions such as Girls, Inc., a nonprofit
organization dedicated to inspiring girls
to be strong, smart, and bold. The part-
nership is planning a nationwide program
to help girls use literature to explore con-
temporary issues that can affect their
self-esteem and development. The char-
acter Maeve, who is dyslexic, recently
appeared on the Web site of the Charles
and Helen Schwab Foundation for chil-
dren with learning disabilities. !

What are the elements of Beacon
Street Girls" marketing strategy? How
would you describe its competitive
advantage? Why do you think the prod-
uct is so successful?

What do you think about planning?
Enter your answers on the lines

provided.
Describes my style

1 2 3 4 5 6 17
1 1 1 1 1 1
Not at all Perfectly

__ | start my work without spending
too much time on planning.*

___ | list the steps necessary for
completing a task before
starting it.

__ | think about strategies | will fall
back on if problems arise.

____ Because so many aspects of my
work are unpredictable, planning
is not useful.*

_ | keep good records of the projects
I'm working on.

_ | set personal goals for myself.

___ Each week | make a plan for what
| need to do.

_ | do not waste time thinking about
what | should do.*

| am careful to work on the
highest-priority tasks first.

___ Planning is a waste of time.*

____ Planning is an excuse for not
working.*

| don't need to develop a strategy
for completing my assignments.*

Now, total your score, reversing
your score for items with asterisks.
That is, if you put a 2, put a 6, and
vice versa. Read the chapter, and
see what your score means at

the end.
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The Nature of Strategic Planning

Strategic planning is critical to business success. Doublemint °
has adapted to its changing market by deciding to sell mints

in addition to chewing gum.

strategic planning

The managerial process of
creating and maintaining a
fit between the organiza-
tion’s objectives and
resources and evolving
market opportunities.

planning

The process of anticipat-
ing future events and
determining strategies to
achieve organizational
objectives in the future.

marketing planning
Designing activities relat-
ing to marketing objec-
tives and the changing
marketing environment.

marketing plan

A written document that
acts as a guidebook of
marketing activities for
the marketing manager.
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Strategic planning is the managerial process of creating and
maintaining a fit between the organization’s objectives and resources and the
evolving market opportunities. The goal of strategic planning is long-run profitability
and growth. Thus, strategic decisions require long-term commitments of resources.

A strategic error can threaten a firm'’s survival. On the
other hand, a good strategic plan can help protect and grow
the firm’s resources. For instance, if the March of Dimes had
decided to focus on fighting polio, the organization would
no longer exist. Most of us view polio as a conquered dis-
ease. The March of Dimes survived by making the strategic
decision to switch to fighting birth defects.

Strategic marketing management addresses two ques-
tions: What is the organization’s main activity at a particu-
lar time? How will it reach its goals? Here are some
examples of strategic decisions:

e The decision of Sears to buy Lands’ End, a successful
clothing catalog and online retail business. The move
could upgrade Sears’ image and increase its presence in
the catalog business and on the Internet. Lands’ End
clothing will enjoy greater retail distribution in Sears
stores.

e Reebok’s decision to stop competing with Nike in the
hard-core sports market. Instead, it plans to become the
top shoe brand for hip-hoppers, hipsters, and other
fashion-forward consumers.?

e McDonald’s decision to offer more healthful foods by
focusing on fresh fruits and vegetables with its new line
of premium salads.3
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S. C. Johnson’s introduction of Shout Color Catchers, a
laundry sheet for the washer that collects loose dyes
and prevents clothes from bleeding color onto other
laundry items.

All these decisions have affected or will affect each organization’s long-run course,
its allocation of resources, and ultimately its financial success. In contrast, an operating
decision, such as changing the package design for Post’s cornflakes or altering the
sweetness of a Kraft salad dressing, probably won’t have a big impact on the long-run
profitability of the company.

How do companies go about strategic marketing planning? How do employees know
how to implement the long-term goals of the firm? The answer is a marketing plan.

WHAT IS A MARKETING PLAN?

Planning is the process of anticipating future events and determining strategies to achieve
organizational objectives in the future. Marketing planning involves designing activi-
ties relating to marketing objectives and the changing marketing environment.
Marketing planning is the basis for all marketing strategies and decisions. Issues such
as product lines, distribution channels, marketing communications, and pricing are all
delineated in the marketing plan. The marketing plan is a written document that acts
as a guidebook of marketing activities for the marketing manager. In this chapter, you
will learn the importance of writing a marketing plan and the types of information con-
tained in a marketing plan.



Exhibit 2.1

Elements of a Marketing Plan

DMusic

Why Write a Marketing Use Exhibit 2.1 to create a sample summary market-
Plan? ing plan for Dmusic.com, an Internet start-up created

by a teenage entrepreneur.
http://www.dmusic.com

Online (1] <] )|

By specifying objectives and defining the
actions required to attain them, a market-
ing plan provides the basis by which
actual and expected performance can be
compared. Marketing can be one of the
most expensive and complicated business
activities, but it is also one of the most important. The written marketing plan provides
clearly stated activities that help employees and managers understand and work toward
common goals.

Writing a marketing plan allows you to examine the marketing environment in con-
junction with the inner workings of the business. Once the marketing plan is written, it
serves as a reference point for the success of future activities. Finally, the marketing
plan allows the marketing manager to enter the marketplace with an awareness of pos-
sibilities and problems.

Marketing Plan Elements

Marketing plans can be presented in many different ways. Most businesses need a writ-
ten marketing plan because a marketing plan is large and can be complex. Details about
tasks and activity assignments may be lost if communicated orally. Regardless of the
way a marketing plan is presented, some elements are common to all marketing plans.
These include defining the business mission and objectives, per-
forming a situation analysis, delineating a target market, and
establishing components of the marketing mix. Exhibit 2.1 shows

Business these elements, which are also described further below. Other ele-

Mission
Statement

Objectives

Implementation e X . .
SEINE T system and a wealth of competitive intelligence (covered in

ments that may be included in a plan are budgets, implementa-
tion timetables, required marketing research efforts, or elements
of advanced strategic planning. An example of a marketing plan
appears in the appendix to this chapter (pp. 58-64).

Selecting which alternative to pursue depends on the overall
company philosophy and culture. The choice also depends on
the tool used to make the decision. Companies generally have
one of two philosophies about when they expect profits. They
either pursue profits right away or first seek to increase market
share and then pursue profits. In the long run, market share and
profitability are compatible goals. Many companies have long fol-
lowed this credo: Build market share, and profits will surely fol-
low. Michelin, the tire producer, consistently sacrifices

Marketing Strategy short-term profits to achieve market share. On the other hand,

IBM stresses profitability and stock valuation over market share,

Target Market quality, and customer service. As you can see, the same strategic
Strategy alternative may be viewed entirely differently by different firms.

A number of tools exist to help managers select a strategic
alternative. The most common of these tools are in matrix form.

Marketing Mix The portfolio matrix is described here in more detail.

WRITING THE MARKETING PLAN
The creation and implementation of a complete marketing plan

will allow the organization to achieve marketing objectives and
succeed. However, the marketing plan is only as good as the
information it contains and the effort, creativity, and thought
that went into its creation. Having a good marketing information

Control Chapter 8) is critical to a thorough and accurate situation analysis.

The role of managerial intuition is also important in the creation
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and selection of marketing strategies. Managers must weigh any information against its
accuracy and their own judgment when making a marketing decision.

Note that the overall structure of the marketing plan (Exhibit 2.1) should not be
viewed as a series of sequential planning steps. Many of the marketing plan elements are
decided on simultaneously and in conjunc-
tion with one another. Further, every mar-
keting plan has a different content,
depending on the organization, its mission,
objectives, targets, and marketing mix com-
ponents. The example of a marketing plan
in the chapter appendix should not be
regarded as the only correct format for a
marketing plan. Many organizations have
their own distinctive format or terminology

REVIEW LEARNING OUTCOME

Understand the importance of

strategic marketing and know a
basic outline for a marketing plan

What Strategic planning for creating a marketing plan. Every market-
ing plan should be unique to the firm for
which it was created. Remember, however,
Why SN Long term profitability that although the format and order of pres-
and growth entation should be flexible, the same types
of questions and topic areas should be cov-
ered in any marketing plan. As you can see
How o Write a marketing plan by the extent of the marketing plan in the

appendix, creating a complete marketing
plan is not a simple or quick effort.

LO2
Defining the Business Mission

The foundation of any marketing plan is the firm’s mission state-
ment, which answers the question, “What business are we in?” The way a firm
defines its business mission profoundly affects the firm’s long-run resource allocation,
profitability, and survival. The mission statement is based on a careful analysis of bene-

mission statement fits sought by present and potential customers and an

THE WORLD OF MARKETING

PART 1

A statement of the firm's
business based on a care-
ful analysis of benefits
sought by present and
potential customers and
an analysis of existing and
anticipated environmental
conditions.

marketing myopia
Defining a business in
terms of goods and serv-
ices rather than in terms
of the benefits that cus-
tomers seek.

Exhibit 2.2

analysis of existing and anticipated environmental condi-
tions. The firm’s mission statement establishes bound-
aries for all subsequent decisions, objectives, and
strategies. The American Marketing Association’s mission
statement is shown in Exhibit 2.2.

A mission statement should focus on the market or
markets the organization is attempting to serve rather than
on the good or service offered. Otherwise, a new technology
may quickly make the good or service obsolete and the mis-
sion statement irrelevant to company functions. Business
mission statements that are stated too narrowly suffer from
marketing myopia—defining a business in terms of goods

American Marketing Association’s Mission Statement

The American Marketing Association is an international professional organization for people involved in the practice, study, and teaching
of marketing. Qur principal roles are:

¢ To always understand and satisfy the needs of marketers so as to provide them with products and services that will help them be better

marketers.

¢ To empower marketers through information, education, relationships, and resources that will enrich their professional development and careers.

¢ To advance the thought, application, and ethical practice of marketing.

SOURCE: http://www.marketingpower.com/about/ama/mission/, November 1, 2006.
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2 Deve|0p an appropriate business mission statement and objectives for a

and services rather than in terms of the benefits that customers seek. In this context,
myopia means narrow, short-term thinking. For example, Frito-Lay defines its mission as
being in the snack-food business rather than in the corn chip business. The mission of
sports teams is not just to play games but to serve the interests of the fans.

Alternatively, business missions may be stated too broadly. “To provide products of
superior quality and value that improve the lives of the world’s consumers” is probably too
broad a mission statement for any firm except Procter & Gamble. Care must be taken
when stating what business a firm is in. For example, the mission of Ben & Jerry’s centers
on three important aspects of its ice cream business: (1) Product: “To make, distribute and
sell the finest quality all natural ice cream and related products in a wide variety of inno-
vative flavors made from Vermont Dairy products;” (2) Economic: “To operate the company
on a sound financial basis of profitable growth, increasing value for our shareholders, and
creating career opportunities and financial rewards for our employees;” and (3) Social: “To
operate the company in a way that actively recognizes the central role that business plays
in the structure of society by initiating innovative ways to improve the quality of life of a
broad community—local, national, and international.”4 By correctly stating the business
mission in terms of the benefits that customers seek, the foundation for the marketing
plan is set. Many companies are focusing on designing more appropriate mission state-
ments because these statements are fre-
quently displayed on the company’s Web sites.

The organization may need to define a

strategic business unit (SBU), which is a

mission statement subgroup of a single business or a collection

of related businesses within the larger organi-

Q: What business are we in? zation. A properly defined SBU should have a

distinct mission and specific target market,

A: Business mission statement control over its resources, its own competi-

Too narrow —> marketing myopia
Too broad —> no direction
Just right —> focus on markets
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tors, and plans independent of the other
SBUs in the organization. Thus, a large firm
such as Kraft Foods may have marketing
served and benefits plans for each of its SBUs, which include
customers seek breakfast foods, desserts, pet foods, and
beverages.

Setting Marketing Plan Objectives

strategic business

unit (SBU)

A subgroup of a single
business or a collection of
related businesses within
the larger organization.

marketing objective

A statement of what is to
be accomplished through
marketing activities.

Before the details of a marketing plan can be developed, objectives
for the plan must be stated. Without objectives, there is no basis for measuring the suc-
cess of marketing plan activities.

A marketing objective is a statement of what is to be accomplished through mar-
keting activities. To be useful, stated objectives should meet several criteria. First, objec-
tives should be realistic, measurable, and time specific. It is tempting to state that the
objective is “to be the best marketer of cat food.” However, what is “best” for one firm
might be sales of one million pounds of cat food per year, whereas to another firm,
“best” might mean dominant market share. It may also be unrealistic for start-up firms
or new products to command dominant market share, given other competitors in the
marketplace. Finally, by what time should the objective be met? A more realistic objec-
tive would be “To achieve 10 percent dollar market share in the cat food market within
12 months of product introduction.”

Second, objectives must also be consistent with and indicate the priorities of the
organization. Specifically, objectives flow from the business mission statement to the
rest of the marketing plan. Exhibit 2.3 shows some well-stated and some poorly stated
objectives. Notice how well they do or do not meet the aforementioned criteria.
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Exhibit 2.3

Examples of Marketing Objectives

Poorly Stated Objectives
Our objective is to be a leader in the industry in terms of
new-product development.

Our objective is to maximize profits.

Our objective is to better serve customers.

Our objective is to be the best that we can be.

REVIEW LEARNING OUTCOME

Describe the criteria for stating

good marketing objectives

Realistic, measurable, and time-specific

objectives consistent with the firm's objectives:

. Communicate marketing
management philosophy

:

2. Provide management direction

. Motivate employees

4. Force executives to think
clearly

v
v/ 5. Allow for better evaluation
j of results

Well-Stated Objectives

Our objective is to spend 12 percent of sales revenue between 2007 and
2008 on research and development in an effort to introduce at least five
new products in 2008.

Our objective is to achieve a 10 percent return on investment during 2007,
with a payback on new investments of no longer than four years.

Our objective is to obtain customer satisfaction ratings of at least
90 percent on the 2007 annual customer satisfaction survey, and to retain
at least 85 percent of our 2007 customers as repeat purchasers in 2008.

Our objective is to increase market share from 30 percent to 40 percent in
2007 by increasing promotional expenditures by 14 percent.

Carefully specified objectives serve sev-
eral functions. First, they communicate
marketing management philosophies and
provide direction for lower-level marketing
managers so that marketing efforts are
integrated and pointed in a consistent
direction. Objectives also serve as motiva-
tors by creating something for employees
to strive for. When objectives are attainable
and challenging, they motivate those
charged with achieving the objectives.
Additionally, the process of writing specific
objectives forces executives to clarify their
thinking. Finally, objectives form a basis for
control; the effectiveness of a plan can be
gauged in light of the stated objectives.

104
Conductinga
Situation Analysis

Before specific marketing activi-
ties can%e defined, marketers
must understand the current
and potential environment that
the product or service will be marketed in.
A situation analysis is sometimes referred

to as a SWOT analysis; that is, the firm

should identify its internal strengths (S) and weaknesses (W) and also examine external
opportunities (O) and threats (T).
When examining internal strengths and weaknesses, the marketing manager

40

should focus on organizational resources such as production costs, marketing skills,
financial resources, company or brand image, employee capabilities, and available tech-
nology. For example, a potential weakness for AirTran Airways (formerly ValuJet) is the
age of its airplane fleet, which could project an image of danger or low quality. Other
weaknesses include high labor turnover rates and limited flights. A potential
strength is the airline’s low operating costs, which translate into lower prices for
consumers. Another issue to consider in this section of the marketing plan is the
historical background of the firm—its sales and profit history.

When examining external opportunities and threats, marketing managers must
analyze aspects of the marketing environment. This process is called environmental



REVIEW LEARNING OUTCOME

Explain the components

of a situation analysis

e technology

scanning—the collection and interpretation of information about forces, events, and
relationships in the external environment that may affect the future of the organization
or the implementation of the marketing
plan. Environmental scanning helps iden-
tify market opportunities and threats and
provides guidelines for the design of mar-
keting strategy. The six most often studied
macroenvironmental forces are social,
demographic, economic, technological,

o el their tax returns prepared by a professional.

Strengths Opportunities political and legal, and competitive. These
I{I « production costs )E( « social forces are examined in detail in Chapter 3.
T e marketing skills T e demographic For example, H&R Block, a tax preparation
E ':é’;?)’l‘ﬁ::""e's E * economic service, benefits from complex changes in
N [l - image N | °technological the tax codes that motivate citizens to have
A A
L L

Weaknesses
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. titi . R
COMPEHTVE Alternatively, tax-simplification or flat-tax

plans would allow people to easily prepare
their own returns.

Threats

Competitive Advantage

SWOT analysis
Identifying internal
strengths (S) and weak-
nesses (W) and also exam-
ining external opportunities
(0) and threats (T).

environmental
scanning

Collection and interpreta-
tion of information about
forces, events, and rela-
tionships in the external
environment that may
affect the future of the
organization or the imple-
mentation of the market-
ing plan.

competitive advantage
The set of unique features
of a company and its prod-
ucts that are perceived by
the target market as signif-
icant and superior to the
competition.

cost competitive
advantage

Being the low-cost com-
petitor in an industry
while maintaining satisfac-
tory profit margins.

experience curves
Curves that show costs
declining at a predictable
rate as experience with a
product increases.

Performing a SWOT analysis allows firms to identify their com-
petitive advantage. A competitive advantage is a set of unique features of a
company and its products that are perceived by the target market as significant and supe-
rior to the competition. It is the factor or factors that cause customers to patronize a firm
and not the competition. There are three types of competitive advantages: cost,
product/service differentiation, and niche strategies.

COST COMPETITIVE
ADVANTAGE

Cost leadership can result from obtaining inexpensive raw materials, creating an effi-
cient scale of plant operations, designing products for ease of manufacture, controlling
overhead costs, and avoiding marginal customers. DuPont, for example, has an excep-
tional cost competitive advantage in the production of titanium dioxide. Technicians
created a production process using low-cost feedstock, giving DuPont a 20 percent cost
advantage over its competitors. The cheaper feedstock technology is complex and can
be duplicated only by investing about $100 million and several years of testing time.
Having a cost competitive advantage means being the low-cost competitor in an
industry while maintaining satisfactory profit margins.

A cost competitive advantage enables a firm to deliver superior customer value. Wal-
Mart, the world’s leading low-cost general merchandise store, offers good value to cus-
tomers because it focuses on providing a large selection of merchandise at low prices and
good customer service. Wal-Mart is able to keep its prices down because it has strong buy-
ing power in its relationships with suppliers.

Costs can be reduced in a variety of ways.

e Experience curves: Experience curves tell us that costs decline at a predictable
rate as experience with a product increases. The experience curve effect encom-
passes a broad range of manufacturing, marketing, and administrative costs.
Experience curves reflect learning by doing, technological advances, and
economies of scale. Firms like Boeing use historical experience curves as a basis
for predicting and setting prices. Experience curves allow management to fore-
cast costs and set prices based on anticipated costs as opposed to current costs.

e Efficient labor: Labor costs can be an important component of total costs in low-skill,
labor-intensive industries such as product assembly and apparel manufacturing.
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Many U.S. manufacturers such as Nike, Levi
Strauss, and Liz Claiborne have gone off-
shore to achieve cheaper manufacturing
costs. Many American companies are also
outsourcing activities such as data entry
and other labor-intensive jobs.

e No-frills goods and services: Marketers can
lower costs by removing frills and options
from a product or service. Southwest
Airlines, for example, offers low fares but
no seat assignments or meals. Low prices
give Southwest a higher load factor and
greater economies of scale, which, in turn,
mean even lower prices such as South-
west’s “Friends Fly Free” promotions.

e Government subsidies: Governments may
provide grants and interest-free loans to
One way companies can create competetive advantage through cost leadership is target industries. Such government assis-

by reducing labor costs. In the bicycle industry, this labor reduction comes from tance enabled Japanese semiconductor

outsourcing mam{factl.mng operations. The Giant B!cyclt_; com{)any u.sed to manu- manufacturers to become global leaders.
facture products in Taiwan but now manufactures in neighboring China because of

lower wages, plentiful land, and lax environmental regulations. e Product design: Cutting-edge design tech-

nology can help offset high labor costs.

BMW is a world leader in designing cars
for ease of manufacture and assembly. Reverse engineering—the process of disas-
sembling a product piece by piece to learn its components and obtain clues as to
the manufacturing process—can also mean savings. Reverse engineering a low-
cost competitor’s product can save research and design costs. Japanese engineers
have reversed many products, such as computer chips coming out of Silicon
Valley.
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e  Reengineering: Reengineering entails fundamental rethinking and redesign of busi-
ness processes to achieve dramatic improvements in critical measures of per-
formance. It often involves reorganizing from functional departments such as
sales, engineering, and production to cross-disciplinary teams.

e Production innovations: Production innovations such as new technology and simpli-
fied production techniques help lower the average cost of production. Technologies
such as computer-aided design and computer-aided manufacturing (CAD/CAM) and
increasingly sophisticated robots help companies like Boeing, Ford, and General
Electric reduce their manufacturing costs.

e New methods of service delivery: Medical expenses have been substantially lowered
by the use of outpatient surgery and walk-in clinics. Airlines, such as Delta, are
lowering reservation and ticketing costs by encouraging passengers to use the
Internet to book flights and by providing self-check-in kiosks at the airport.

V)

Z

-
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= PRODUCT/SERVICE DIFFERENTIATION

= COMPETITIVE ADVANTAGE
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°© Because cost competitive advantages are subject to continual erosion, product/service

S product/service differ-  differentiation tends to provide a longer lasting competitive advantage. The durability of
5 :33::';;" :°mpet't“’e this strategy tends to make it more attractive to many top managers. A product/serv-
2 e pmvigon of something icg differenFiation competitive advantage exists when a firm provides something

@ thatis unique and valuable ~ unique that is valuable to buyers beyond simply offering a low price. Examples include
E t‘;f buyers :°eV°"°' S_imFt’LV brand names (Lexus), a strong dealer network (Caterpillar Tractor for construction work),
. fheezgi;egri\fgls 1T product reliability (Maytag appliances), image (Neiman Marcus in retai.ling), or se}r\{ice

o (FedEx). A great example of a company that has a strong product/service competitive

M
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niche competitive
advantage

The advantage achieved
when a firm seeks to tar-
get and effectively serve
a small segment of the
market.

sustainable competi-
tive advantage

An advantage that can
not be copied by the
competition.

REVIEW LEARNING OUTCOME

Identify sources of
competitive advantage

To create sustainable competitive advantage, don't
copy someone else, build your own:

Sources of
Competitive Advantage

advantage is Nike. Nike’s advantage is built around one simple idea—product innova-
tion. The company’s goal is to think of something that nobody has thought of before or
improve something that already exists. Nike Air, ACG, Nike Swift, and Nike Shox are
examples of innovative shoes introduced by Nike.5

NICHE COMPETITIVE ADVANTAGE

A niche competitive advantage seeks to target and effectively serve a single segment
of the market (see Chapter 7). For small companies with limited resources that poten-
tially face giant competitors, niching may be the only viable option. A market segment
that has good growth potential but is not crucial to the success of major competitors is
a good candidate for developing a niche strategy.

Many companies using a niche strategy serve only a limited geographic market.
Buddy Freddy'’s is a very successful restaurant chain but is found only in Florida. Migros
is the dominant grocery chain in Switzerland. It has no stores outside that small country.

Block Drug Company uses niching by focusing its product line on tooth products. It
markets Polident to clean false teeth, Poligrip to hold false teeth, and Sensodyne tooth-
paste for persons with sensitive teeth. The Orvis Company manufactures and sells
everything that anyone might ever need for fly fishing. Orvis is a very successful nicher.

BUILDING SUSTAINABLE COMPETITIVE ADVANTAGE

The key to having a competitive advantage is the ability to sustain that advantage. A
sustainable competitive advantage is one that cannot be copied by the competi-
tion. Nike, discussed earlier, is a good example of a company that has a sustainable
competitive advantage. Others include Rolex (high-quality watches), Nordstrom
department stores (service), and Southwest Airlines (low price). In contrast, when
Datril was introduced into the pain-reliever market, it was touted as being exactly
like Tylenol, only cheaper. Tylenol responded by lowering its price, thus destroying
Datril’s competitive advantage and ability to remain on the market. In this case, low
price was not a sustainable competitive advantage. Without a competitive advantage,
target customers don’t perceive any reason to patronize an organization instead of its
competitors.

The notion of competitive advantage means that a successful firm will stake out a
position unique in some manner from its rivals. Imitation of competitors indicates a
lack of competitive advantage and almost ensures mediocre performance. Moreover,
competitors rarely stand still, so it is not surprising that
imitation causes managers to feel trapped in a seemingly
endless game of catch-up. They are regularly surprised by
the new accomplishments of their rivals.

Companies need to build their own competitive
advantages rather than copy a competitor. The sources of
tomorrow’s competitive advantages are the skills and
assets of the organization. Assets include patents, copy-
rights, locations, and equipment and technology that are
superior to those of the competition. Skills are functions
such as customer service and promotion that the firm
performs better than its competitors. Travelocity, for
example, is known for the ease of its online travel reser-
vation system. Marketing managers should continually
focus the firm’s skills and assets on sustaining and creat-
ing competitive advantages.

Remember, a sustainable competitive advantage is a
function of the speed with which competitors can imitate
a leading company'’s strategy and plans. Imitation
requires a competitor to identify the leader’s competitive
advantage, determine how it is achieved, and then learn
how to duplicate it.

Niche
Strategies
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106
Strategic Directions

The end result of the SWOT analysis and identification of a competi-
tive advantage is to evaluate the strategic direction of the firm. Selecting a strategic
alternative is the next step in marketing planning.

STRATEGIC ALTERNATIVES

To discover a marketing opportunity, management must know how to identify the alterna-
tives. One method for developing alternatives is Ansoff’s strategic opportunity matrix (see
Exhibit 2.4), which matches products with markets. Firms can explore these four options:

e Market penetration: A firm using the market penetration alternative would try to
increase market share among existing customers. If Kraft Foods started a major
campaign for Maxwell House coffee, with aggressive advertising and cents-off
coupons to existing customers, it would be following a penetration strategy.
McDonald’s sold the most Happy Meals in history with a promotion that included
Ty’s Teeny Beanie Babies. Customer databases, discussed in Chapters 8 and 19,
helped managers implement this strategy.

e Market development: Market development means attracting new customers to
existing products. Ideally, new uses for old products stimulate additional sales
among existing customers while also bringing in new buyers. McDonald’s, for
example, has opened restaurants in Russia, China, and Italy and is eagerly
expanding into Eastern European countries. Coca-Cola and Pepsi have faster
growth in their new foreign markets than at home. In the nonprofit area, the
growing emphasis on continuing education and executive development by col-
leges and universities is a market development strategy.

e Product development: A product development strategy entails the creation of new
products for present markets. Several makers of men’s suits have introduced new
suits designed to be worn in hot weather. For example, Brooks Brothers has intro-
duced a line of poplin suits with polyester fibers that move moisture away from
the body. Joseph A. Bank Clothiers has created suits that contain the same fibers
NASA developed for spacesuits to prevent astronauts from getting overheated.®

Managers following the product development strategy can rely on their extensive
knowledge of the target audience. They usually have a good feel for what customers like
and dislike about current products and what existing needs are not being met. In addi-

tion, managers can rely on established distribution channels.
market penetration

A marketing strategy that e Diversification: Diversification is a strategy of increasing sales by introducing

tries to increase market new products into new markets. For example, LTV Corporation, a steel producer,

22:{(‘::\2‘5’"9 existing diversified into the monorail business. Sony practiced a diversification strategy
when it acquired Columbia Pictures; although motion pictures are not a new

market development .

A marketing strategy that product in the marketplace, they were a new product for Sony. Coca-Cola manufac-

entails attracting new tures and markets water-treatment and water-conditioning equipment, which has

customers to existing

roducts. oy s
P Exhibit 2.4

product development

A marketing strategy that Ansoff’s Strategic Opportunity Matrix

entails the creation of new Present Product New Product
SLE:I:;t;rZ?r current Present Market ~ Market penetration: Product development:
. e . McDonald's sells more Happy Meals McDonald's introduces premium
d'vers'f'cat"‘?" . with Disney movie promotions. salads and McWater.
A strategy of increasing
sales by introducing new New Market Market development: Diversification:
products into new McDonald's opens restaurants McDonald's introduces line
markets. in China. of children’s clothing.
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Companies often try to profit by expanding the lines of their most profitable brands (cash
cows). Tide, for instance, has been expanded to include the Tide With Bleach Alternative
featured in this advertisement.

portfolio matrix

A tool for allocating
resources among prod-
ucts or strategic business
units on the basis of rela-
tive market share and
market growth rate.

star

In the portfolio matrix, a
business unit that is a
fast-growing market
leader.

cash cow

In the portfolio matrix, a
business unit that usually
generates more cash than
it needs to maintain its
market share.

Procter & Gamble

Explore Procter & Gamble's Web site and identify
how it uses each of the four strategic alternatives.
Does one seem to be predominant? Which one? Can
you find common threads among products, cate-
gories, and geographic locations that might affect

been a very challenging task for
the traditional soft drink com-
pany. A diversification strategy
can be risky when a firm is

entering unfamiliar markets. P&G's approach?

On the other hand, it can be http:/www.pg.com

very profitable when a firm is

entering markets with little or Online [ <« [ >

no competition.

SELECTING A STRATEGIC ALTERNATIVE

Portfolio Matrix
Recall that large organizations engaged in strategic planning may create strategic business
units. Each SBU has its own rate of return on investment, growth potential, and associated

risk. Management must find a balance
among the SBUs that yields the overall
organization’s desired growth and prof-
its with an acceptable level of risk.
Some SBUs generate large amounts of
cash, and others need cash to foster
growth. The challenge is to balance the
organization’s “portfolio” of SBUs for the
best long-term performance.

To determine the future cash contri-
butions and cash requirements
expected for each SBU, managers can
use the Boston Consulting Group’s port-
folio matrix. The portfolio matrix clas-
sifies each SBU by its present or forecast
growth and market share. The underly-
ing assumption is that market share
and profitability are strongly linked. The
measure of market share used in the
portfolio approach is relative market
share, the ratio between the company’s
share and the share of the largest com-
petitor. For example, if firm A has a 50
percent share and the competitor has 5

If you had wanted a pair of
yellow pants,

you wouldn't have paid

$46 for these.

percent, the ratio is 10 to 1. If firm A has a 10 percent market share and the largest com-
petitor has 20 percent, the ratio is 0.5 to 1.

Exhibit 2.5 is a hypothetical portfolio matrix for a large computer manufacturer.

The size of the circle in each cell of the matrix represents dollar sales of the SBU relative to
dollar sales of the company’s other SBUs. The following categories are used in the matrix:

Stars: A star is a market leader and growing fast. For example, computer manufac-
turers have identified subnotebook and handheld models as stars. Star SBUs usually
have large profits but need a lot of cash to finance rapid growth. The best marketing
tactic is to protect existing market share by reinvesting earnings in product improve-
ment, better distribution, more promotion, and production efficiency. Management
must strive to capture most of the new users as they enter the market.

Cash cows: A cash cow is an SBU that usually generates more cash than it needs
to maintain its market share. It is in a low-growth market, but the product has a
dominant market share. Personal computers and laptops are categorized as cash
cows in Exhibit 2.5. The basic strategy for a cash cow is to maintain market dom-
inance by being the price leader and making technological improvements in the
product. Managers should resist pressure to extend the basic line unless they can
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Exhibit 2.5

Portfolio Matrix for a Large Computer Manufacturer

Subnotebooks,
handheld computers,
and tablet PCs (stars)

Integrated phone/palm
device (problem child or
question mark)

dramatically increase demand. Instead, they
should allocate excess cash to the product
categories where growth prospects are the
greatest. For instance, the Clorox Company
owns Kingsford charcoal, the Glad brand of
products, Fresh Step, Scoop Away and other

High

10

pet litters, Black Flag pest control products,
Brita water filtration systems, and K. C.

Y Masterpiece barbeque sauce, among others.
Traditionally, the company’s cash cow has
been Clorox bleach, which owns the lion’s

Low

Market growth rate (in constant dollars)

Laptop and personal
computers (cash cows)

share of a low-growth market. The Clorox
Company has been highly successful in
stretching the Clorox line to include scented
chlorine bleach as well as Clorox 2, a chlorine-
free bleach for colored clothing. Another
example is Heinz, which has two cash cows:
ketchup and Weight Watchers frozen

dinners.

Mainframe computer
(dog)

10x High

Market share dominance (share relative to largest competitor)

NOTE: The size of the circle represents the dollar sales relative to sales of other SBUs on the
matrix—for example, 10x means sales are ten times greater than those of the next largest

competitor.

problem child (question
mark)

In the portfolio matrix, a
business unit that shows
rapid growth but poor
profit margins.

dog

In the portfolio matrix, a
business unit that has low
growth potential and a
small market share

marketing strategy

The activities of selecting
and describing one or
more target markets and
developing and maintain-
ing a marketing mix that
will produce mutually sat-
isfying exchanges with
target markets.

market opportunity
analysis (MOA)

The description and esti-
mation of the size and
sales potential of market
segments that are of inter-
est to the firm and the
assessment of key com-
petitors in these market
segments.

46

Problem children: A problem child, also called
a question mark, shows rapid growth but
poor profit margins. It has a low market share
in a high-growth industry. Problem children
need a great deal of cash. Without cash sup-
port, they eventually become dogs. The strat-
egy options are to invest heavily to gain better
market share, acquire competitors to get the
necessary market share, or drop the SBU. Sometimes a firm can reposition the
products of the SBU to move them into the star category.

1x Low 0.1x °

Dogs: A dog has low growth potential and a small market share. Most dogs even-
tually leave the marketplace. In the computer manufacturer example, the main-
frame computer has become a dog. Other examples include Jack-in-the-Box
shrimp dinners. Warner-Lambert’s Reef mouthwash, and Campbell’s Red Kettle
soups. Frito-Lay has produced several dogs, including Stuffers cheese-filled
snacks, Rumbles granola nuggets, and Toppels cheese-topped crackers—a trio
irreverently known as Stumbles, Tumbles, and Twofers. The strategy options for
dogs are to harvest or divest.

After classifying the company’s SBUs in the matrix, the next step is to allocate

future resources for each. The four basic strategies are to

Build: If an organization has an SBU that it believes has the potential to be a star
(probably a problem child at present), building would be an appropriate goal. The
organization may decide to give up short-term profits and use its financial
resources to achieve this goal. Procter & Gamble built Pringles from a money
loser into a record profit maker.

Hold: If an SBU is a very successful cash cow, a key goal would surely be to hold
or preserve market share so that the organization can take advantage of the very
positive cash flow. Bisquick has been a prosperous cash cow for General Mills for
over two decades.

Harvest: This strategy is appropriate for all SBUs except those classified as stars. The
basic goal is to increase the short-term cash return without too much concern for
the long-run impact. It is especially worthwhile when more cash is needed from
a cash cow with long-run prospects that are unfavorable because of low market
growth rate. For instance, Lever Brothers has been harvesting Lifebuoy soap for a
number of years with little promotional backing.
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REVIEW LEARNING OUTCOME
Identify strategic

alternatives

Market development = 1 customers

Market penetration = 1 share

Product development = 1 products

Diversification = 1 new products + 1 new markets

DO THE DEW

Companies often use a mix of positioning bases to reach their
target audience. Mountain Dew is one of these products. This
ad combines the element of youth, outdoor fun, and even
irreverence.

FOYAM Discuss target market strategies

Target Market Options

Entire Market Multiple Markets

REVIEW LEARNING OUTCOME

Divest: Getting rid of SBUs with low shares of low-growth
markets is often appropriate. Problem children and dogs
are most suitable for this strategy. Procter & Gamble
dropped Cincaprin, a coated aspirin, because of its low
growth potential.

Lo/
Describing the Target Market

Marketing strategy involves the activities of
selecting and describing one or more target
markets and developing and maintaining a marketing
mix that will produce mutually satisfying exchanges with
target markets.

TARGET MARKET STRATEGY

A market segment is a group of individuals or organiza-
tions that share one or more characteristics. They there-
fore may have relatively similar product needs. For
example, parents of newborn babies need products such
as formula, diapers, and special foods. The target market
strategy identifies the market segment or segments on
which to focus. This process begins with a market
opportunity analysis (MOA)—the description and esti-
mation of the size and sales potential of market seg-
ments that are of interest to the firm and the
assessment of key competitors in these market seg-
ments. After the firm describes the market segments, it
may target one or more of them. There are three general
strategies for selecting target markets. Target market(s) can
be selected by appealing to the entire market with one
marketing mix, concentrating on one segment, or appeal-
ing to multiple market segments using multiple marketing
mixes. The characteristics, advantages, and disadvantages
of each strategic option are examined in Chapter 7.Target
markets could be smokers who are concerned about white
teeth (the target of Topol tooth-
paste), people concerned about
sugar and calories in their soft
drinks (Diet Pepsi), or college
students needing inexpensive
about-town transportation
(Yamaha Razz scooter).

Any market segment that is
targeted must be fully

Single Market X X
described. Demographics, psy-

chographics, and buyer behavior

—

should be assessed. Buyer

. behavior is covered in Chapters

5 and 6. If segments are differ-

—

entiated by ethnicity, multicul-

tural aspects of the marketing
mix should be examined. If the

a7
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Paramount
Warner Brothers
Universal Studios

How do movie companies use their Web sites as part
of their promotion strategies? Visit the sites for the
movie studios listed to see what films they are pro-
moting heavily. Also look at movie-specific sites. Are

target market is international, it is especially important to
describe differences in culture, economic and technological
development, and political structure that may affect the mar-
keting plan. Global marketing is covered in more detail in
Chapter 4.

there differences in how the movie-specific site pro-
motes the film and how the studio’s umbrella site pro-

motes it? Explain what you find.

http://www.paramount.com
http://www.warnerbros.com

http://www.universalstudios.com

Online

marketing mix

A unique blend of product,

place, promotion, and
pricing strategies
designed to produce
mutually satisfying
exchanges with a target
market.

four Ps

Product, place, promotion,

and price, which together
make up the marketing
mix.

48
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The term marketing mix refers to a unique

blend of pl’OdUCt, place (distribution), promotion, and

pricing strategies (often referred to as the four Ps) designed
to produce mutually satisfying exchanges with a target market. The marketing manager
can control each component of the marketing mix, but the strategies for all four compo-
nents must be blended to achieve optimal results. Any marketing mix is only as good as
its weakest component. For example, the first pump toothpastes were distributed over
cosmetic counters and failed. Not until pump toothpastes were distributed the same
way as tube toothpastes did the products succeed. The best promotion and the lowest
price cannot save a poor product. Similarly, excellent products with poor placing, pric-
ing, or promotion will likely fail.

Successful marketing mixes have been carefully designed to satisfy target markets.
At first glance, McDonald’s and Wendy’s may appear to have roughly identical market-
ing mixes because they are both in the fast-food hamburger business. However,
McDonald’s has been most successful at targeting parents with young children for
lunchtime meals, whereas Wendy’s targets the adult crowd for lunches and dinner.
McDonald’s has playgrounds, Ronald McDonald the clown, and children’s Happy Meals.
Wendy’s has salad bars, carpeted restaurants, and no playgrounds.

Variations in marketing mixes do not occur by chance. Astute marketing managers
devise marketing strategies to gain advantages over competitors and best serve the
needs and wants of a particular target market segment. By manipulating elements of
the marketing mix, marketing managers can fine-tune the customer offering and
achieve competitive success.

PRODUCT STRATEGIES

Typically, the marketing mix starts with the product “P.” The heart of the marketing mix,
the starting point, is the product offering and product strategy. It is hard to design a
place strategy, decide on a promotion campaign, or set a price without knowing the
product to be marketed.

The product includes not only the physical unit but also its package, warranty, after-sale
service, brand name, company image, value, and many other factors. A Godiva chocolate
has many product elements: the chocolate itself, a fancy gold wrapper, a customer satisfac-
tion guarantee, and the prestige of the Godiva brand name. We buy things not only for what
they do (benefits) but also for what they mean to us (status, quality, or reputation).

Products can be tangible goods such as computers, ideas like those offered by a
consultant, or services such as medical care. Products should also offer customer value.
Product decisions are covered in Chapters 9 and 10, and services marketing is detailed
in Chapter 11.

PLACE (DISTRIBUTION) STRATEGIES

Place, or distribution, strategies are concerned with making products available when
and where customers want them. Would you rather buy a kiwi fruit at the 24-hour gro-


http://www.paramount.com
http://www.warnerbros.com
http://www.universalstudios.com
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GET VALUABLE COUPONS FOR CHICK-FIL:A FOOD INSIDE!

The role of promotion is to inform, persuade, and remind. Chik-Fil-
A's popular “Eat Mor Chikin” cows have been the subject of out-
door advertising, television advertising, and even a yearly
calendar that contains over $20 worth of coupons for free food.

REVIEW LEARNING OUTCOME

Describe the elements

of the marketing mix

Marketing Mix
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cery store within walking distance or fly to Australia
to pick your own? A part of this place “P” is physical
distribution, which involves all the business activities
concerned with storing and transporting raw materials
or finished products. The goal is to make sure prod-
ucts arrive in usable condition at designated places
when needed. Place strategies are covered in Chapters
12 and 13.

PROMOTION STRATEGIES

Promotion includes advertising, public relations, sales
promotion, and personal selling. Promotion’s role in the
marketing mix is to bring about mutually satisfying
exchanges with target markets by informing, educating,
persuading, and reminding them of the benefits of an
organization or a product. A good promotion strategy,
like using the Dilbert character in a national promotion
strategy for Office Depot, can dramatically increase
sales. Good promotion strategies do not guarantee suc-
cess, however. Despite massive promotional campaigns,
the movies The Alamo and The Ladykillers had disap-
pointing box-office returns. Each element of the pro-
motion “P” is coordinated and managed with the others
to create a promotional blend or mix. These integrated
marketing communications activities are described in
Chapters 14, 15, and 16. Technology-driven aspects of
promotional marketing are covered in Chapter 19. The
“Ethics in Marketing” box highlights several issues
regarding advertising to children.

PRICING STRATEGIES

Price is what a buyer must give up to obtain a product.
It is often the most flexible of the four marketing mix
elements—the quickest element to change. Marketers
can raise or lower prices more frequently and easily
than they can change other marketing mix variables.
Price is an important competitive weapon and is very
important to the organization because price multiplied
by the number of units sold equals total revenue for
the firm. Pricing decisions are covered in Chapters 17
and 18.

Following Up on the Marketing Plan

implementation
The process that turns a IMPLEMENTATION

marketing plan into action

assignments and ensures  LIMPlementation is the process that turns a marketing plan into
that these assignments action assignments and ensures that these assignments are executed in a way

are executed in a way that
accomplishes the plan’s

that accomplishes the plan’s objectives. Implementation activities may involve detailed

objectives. job assignments, activity descriptions, timelines, budgets, and lots of communication.
Although implementation is essentially “doing what you said you were going to do,”
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evaluation

Gauging the extent to
which the marketing
objectives have been
achieved during the
specified time period.

control

Provides the mechanisms
for evaluating marketing
results in light of the

many organizations repeatedly experience failures in strategy implementation. Brilliant
marketing plans are doomed to fail if they are not properly implemented. These
detailed communications may or may not be part of the written marketing plan. If
they are not part of the plan, they should be specified elsewhere as soon as the plan
has been communicated.

EVALUATION AND CONTROL

After a marketing plan is implemented, it should be evaluated. Evaluation entails
gauging the extent to which marketing objectives have been achieved during the speci-
fied time period. Four common reasons for failing to achieve a marketing objective are
unrealistic marketing objectives, inappropriate marketing strategies in the plan, poor
implementation, and changes in the environment after the objective was specified and
the strategy was implemented.

Once a plan is chosen and implemented, its effectiveness must be monitored.
Control provides the mechanisms for evaluating marketing results in light of the plan’s
objectives and for correcting actions that do not help the organization reach those
objectives within budget guidelines. Firms need to establish formal and informal control
programs to make the entire operation more efficient.

Perhaps the broadest control device available to marketing managers is the mar-

plan’s objectives and for
correcting actions that do
not help the organization
reach those objectives
within budget guidelines.

marketing audit

A thorough, systematic,
periodic evaluation of the
objectives, strategies, °
structure, and perform-

ance of the marketing
organization.

keting audit—a thorough, systematic, periodic evaluation of the objectives, strategies,
structure, and performance of the marketing organization. A marketing audit helps
management allocate marketing resources efficiently. It has four characteristics:

e Comprehensive: The marketing audit covers all the major marketing issues facing
an organization and not just trouble spots.

Systematic: The marketing audit takes place in an orderly sequence and covers
the organization’s marketing environment, internal marketing system, and spe-
cific marketing activities. The diagnosis is followed by an action plan with both

short-run and long-run proposals for improving overall marketing effectiveness.

E"-“CS in Marketing

During the decades from 1960 until 1980
about 6 percent of children in the United
States were overweight, according to govern-
ment data. Since 1980, however, the rate of
obesity in children aged 6 to 11 has more than
doubled, and the rate in adolescents has tripled.

A 2004 study commissioned by the U.S. government found
that advertising contributes to childhood obesity. Kraft Foods, the
nation’s biggest food company, spends about $90 million annually
advertising directly to children. In January 2005, Kraft announced
it would stop advertising certain products to kids under 12. This
move put Kraft at odds with competitors and came with the risk
that Kraft might lose market share and millions in sales. On the
other hand, Kraft was the only food manufacturer named to
California’s “Honor Roll” for its efforts to fight obesity.

By early 2006, Kraft had stopped advertising products such
as Oreo and Chips Ahoy cookies and Kool-Aid in television, radio,
and print media viewed primarily by children between the ages of
6 and 11. The company already had a policy of not advertising to
children under the age of 6. In conjunction with its advertising

50

ban, Kraft also developed a labeling program that features a
Sensible Solution flag, based on nutritional criteria derived from
the 2005 U.S. Dietary Guidelines and other public health authori-
ties. Kraft foods that qualify for the Sensible Solution flag are
marketed to 6- to 11-year-olds. These products include Sugar-
Free Kool-Aid, Lunchables Fun Pack Chicken Dunks, and Sugar-
Free Fruity Pebbles cereal.

Kraft took these steps because it feared that failure to act could
result in the government imposing restrictions on children’s adver-
tising and might also lead to bad publicity and lawsuits. The com-
pany also acknowledged that it was aware of the public’s growing
concern over the role of food marketing in childhood obesity.

Critics claim, however, that Kraft has too much discretion in
deciding what is healthy and what is not. They argue that the
company still reaches young children through cartoon characters
on its packaging. In addition, Kraft continues to market all of its
products to children 12 and older.’

Do you think that food companies should be held responsible
for the growing rate of childhood obesity? Do you think govern-
ment regulations are needed?



REVIEW LEARNING OUTCOME

Explain why implementation,
evaluation, and control of the
marketing plan are necessary

Online

Product

Place _Met ¢ Independent: The marketing audit is normally
Promotion e conducted by an inside or outside party who
o is independent enough to have top manage-

ment’s confidence and to be objective.

e Periodic: The marketing audit should be car-

Audits : ried out on a regular schedule instead of
e comprehensive . .. .
« systematic only in a crisis. Whether it seems successful
e independent or is in deep trouble, any organization can
e periodic

benefit greatly from such an audit.

Although the main purpose of the market

ing audit is to develop a full profile of the
organization’s marketing effort and to provide a basis for developing and revising the mar-
keting plan, it is also an excellent way to improve communication and raise the level of
marketing consciousness within the organization. It is a useful vehicle for selling the phi-
losophy and techniques of strategic marketing to other members of the organization.

10O I0
Effective Strategic Planning

Effective strategic planning requires continual attention, creativity, and
management commitment. Strategic planning should not be an annual exercise, in which
managers go through the motions and forget about strategic planning until the next year.
It should be an ongoing process because the environment is continually changing and the
firm’s resources and capabilities are continually evolving.

Sound strategic planning is based on creativity.
Managers should challenge assumptions about the

REVIEW LEARNING OUTCOME . . .
firm and the environment and establish new strate-

ldenti fy several techni ques gies. For example, major oil companies developed the
concept of the gasoline service station in an age

that help make strategic when cars needed frequent and rather elaborate ser-
p EX g effective Yicing. They held on to the full-service approach,‘ }?ut

independents were quick to respond to new realities
and moved to lower-cost self-service and conven-
ience-store operations. The majors took several
decades to catch up.

Perhaps the most critical element in successful
strategic planning is top management’s support and
participation. For example, Michael Anthony, CEO of
Brookstone, Inc., and the Brookstone buying team earn
hundreds of thousands of frequent flyer miles search-
ing the world for manufacturers and inventors of
unique products that can be carried in its retail stores,
catalogs, and Internet site. Anthony has codeveloped
some of these products and has also been active in
remodeling efforts for Brookstone’s 250 permanent and
seasonal stores.

Continual
attention

\
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Quick Check ¢

Now that you've read the chapter, do you get it?
Take a moment for a quick check using this scale:
1 Not at all; 2 Not very well; 3 Ok; 4 Well; 5 Very Well

Canvyou...

___outline the elements of a marketing plan?
____identify an appropriate business mission?

____ explain the components of a situational analysis?
__ describe several sources of competitive advantage?
___ label the BCG matrix?

__describe target market strategies?

__list the elements in the marketing mix?

____identify the strategic alternatives companies can use?

__ explain why a marketing plan is important for
companies?

___distinguish between the different kinds of marketing
audits?

—_TOTAL

Score: 41-50, you're ready to move on to the applications below;
31-40, skim the chapter one more time before moving on to the
applications; 21-30, reread the sections giving you the most trouble
and go to ThomsonNOW for guided tutorials; under 20, you better
reread the chapter to get a grasp of the fundamentals. If you've
reread the chapter and still have a low score, visit your professor or
TA during office hours.

Review and Applications

Understand the importance of strategic market-

ing and know a basic outline for a marketing

plan. Strategic marketing planning is the basis

for all marketing strategies and decisions. The
marketing plan is a written document that acts as a guide-
book of marketing activities for the marketing manager. By
specifying objectives and defining the actions required to
attain them, a marketing plan provides the basis by which
actual and expected performance can be compared.

Although there is no set formula or a single correct out-

line, a marketing plan should include basic elements such
as stating the business mission, setting objectives, per-
forming a situation analysis of internal and external envi-
ronmental forces, selecting target market(s), delineating a
marketing mix (product, place, promotion, and price), and
establishing ways to implement, evaluate, and control the
plan.

1.1 Your cousin wants to start his own business, and he is
in a hurry. He has decided not to write a marketing plan
because he thinks that preparing one would take too
long. He says he doesn't need a formal proposal
because he has already received funding from your
uncle. Explain why it is important for him to write a
plan anyway.

1.2 After graduation, you decide to take a posi-
g.n/ﬁ tion as the marketing manager for a small
: snack-food manufacturer. The company, Shur
Snak, is growing, and this is
the first time that the company has ever employed a marketing
manager. Consequently, there is no marketing plan in place for
you to follow. Outline a basic marketing plan for your boss to
give her an idea of the direction you want to take the company.

1.3 How are Coke and Pepsi using their Web
@ sites, http://www.coke.com and
http://www.pepsi.com, to promote their

newest product offerings? Do you see
hints of any future strategies the companies might implement?
Where?

Develop an appropriate business mission state-
ment. The mission statement is based on a care-
ful analysis of benefits sought by present and
potential customers and an analysis of existing

and anticipated environmental conditions. The firm’'s mission statement establishes bound-
aries for all subsequent decisions, objectives, and strategies. A mission statement should
focus on the market or markets the organization is attempting to serve rather than on the

good or service offered.

&

2.1 How can a new company best define its business mission statement? Can you find
examples of good and bad mission statements on the Internet? How might you
improve the bad ones?

2.2 Thinking back to question 1.2, write a business mission statement for Shur Snak.
What elements should you include? Evaluate the mission statement you wrote
against some of those you found online in question 2.1.


http://www.coke.com
http://www.pepsi.com

3.1

Describe the criteria for stating good marketing objectives. Objectives should
be realistic, measurable, and time specific. Objectives must also be consis-
tent and indicate the priorities of the organization.

Building on the Shur Snak example, imagine that your boss has stated that the mar-
keting objective of the company is to do the best job of satisfying the needs and
wants of the customer. Explain that although this objective is admirable, it does not
meet the criteria for good objectives. What are these criteria? What is a specific
example of a better objective for Shur Snak?

Explain the components of a situation analysis. In the situation (or SWOT)
analysis, the firm should identify its internal strengths (S) and weaknesses
(W) and also examine external opportunities (0) and threats (T). When
examining external opportunities and threats, marketing managers must ana-

lyze aspects of the marketing environment in a process called environmental scanning.
The six most often studied macroenvironmental forces are social, demographic, eco-
nomic, technological, political and legal, and competitive.

4.1

Competition in the private courier sector is fierce. UPS and FedEx dominate, but other
companies, such as DHL and even the United States Postal Service (USPS), still have
a decent chunk of the express package delivery market. Perform a mini-situation
analysis on one of the companies listed below by stating one strength, one weak-
ness, one opportunity, and one threat. You may want to consult the following \Web
sites as you build your grid:

UPS  http://www.ups.com
FedEx http://www.fedex.com
DHL  http:/www.dhl-usa.com
USPS  http://www.usps.gov

Identify sources of competitive advantage. A competitive advantage is a set
of unique features of a company and its products that are perceived by the
target market as significant and superior to the competition. There are three
types of competitive advantages: cost, product/service differentiation, and

niche strategies. Sources of cost competitive advantages include experience curves,
efficient labor, no-frills goods and services, government subsidies, product design,
reengineering, product innovations, and new methods of service delivery. A product/
service differentiation competitive advantage exists when a firm provides something
unique that is valuable to buyers beyond just low price. Niche competitive advantages
come from targeting unique segments with specific needs and wants. The goal of all
these sources of competitive advantage is to be sustainable.

5.1

Break into small groups and discuss examples (at least two per person) of the last
few products you have purchased. What specific strategies were used to achieve
competitive advantage? Is that competitive advantage sustainable against the
competitors?

Identify strategic alternatives. The strategic opportunity matrix can be used
to help management develop strategic alternatives. The four options are
market penetration, product development, market development, and diversi-
fication. In selecting a strategic alternative, managers may use a portfolio

matrix, which classifies strategic business units as stars, cash cows, problem children,
or dogs, depending on their present or projected growth and market share.

6.1

Based on your SWOT analysis, decide what the strategic growth options are for the
company you chose in question 4.1.
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Discuss target market strategies. The target market strategy identifies which

market segment or segments to focus on. This process begins with a mar-

ket opportunity analysis (MOA), which describes and estimates the size and

sales potential of market segments that are of interest to the firm. In addi-
tion, an assessment of key competitors in these market segments is performed. After
the market segments are described, one or more may be targeted by the firm. The
three strategies for selecting target markets are appealing to the entire market with
one marketing mix, concentrating on one segment, or appealing to multiple market seg-
ments using multiple marketing mixes.

7.1 You are given the task of deciding the marketing strategy for a transportation com-
pany. How do the marketing mix elements change when the target market is (a) low-
income workers without personal transportation, (b) corporate international business
travelers, or (c) companies with urgent documents or perishable materials to be
delivered to customers?

Describe the elements of the marketing mix. The marketing mix (or four Ps)
is a blend of product, place, promotion, and pricing strategies designed to
produce mutually satisfying exchanges with a target market. The starting point
of the marketing mix is the product offering. Products can be tangible goods,
ideas, or services. Place (distribution) strategies are concerned with making products
available when and where customers want them. Promotion includes advertising, public
relations, sales promotion, and personal selling. Price is what a buyer must give up to
obtain a product and is often the easiest to change of the four marketing mix elements.

8.1 Choose three or four other students and make up a team. Create a marketing plan to
increase enrollment in your school. Describe the four marketing mix elements that
make up the plan.

Explain why implementation, evaluation, and control of the marketing plan

are necessary. Before a marketing plan can work, it must be implemented;

that is, people must perform the actions in the plan. The plan should also be

evaluated to see if it has achieved its objectives. Poor implementation can
be a major factor in a plan’s failure. Control provides the mechanisms for evaluating
marketing results in light of the plan’s objectives and for correcting actions that do not
help the organization reach those objectives within budget guidelines.

9.1 Have your school enrollment marketing plan team (from question 8.1) develop a plan
to implement, evaluate, and control the marketing strategy.

9.2 Using the Wall Street Journal’s archive at http://wsj.com, trace the history of
Kimberly-Clark’s marketing plan and strategy for Cottonelle Fresh Rollwipes (pre-
moistened toilet paper). Once you have a basic understanding of the product devel-
opment and launch history, evaluate the plan set in motion by Kimberly-Clark. Does
the company consider the product (and hence the plan) a success? Has the product
been well received in the market? Are competitors moving in to take away market
share with their own versions? Write a brief report giving a two-sentence synopsis of
the product history and then describing what went right with the plan and what
went wrong (if anything). If you identify flaws in the plan, say what the company
could have done to avoid those problems.

Identify several techniques that help make strategic planning effective.
First, management must realize that strategic planning is an ongoing
process and not a once-a-year exercise. Second, good strategic planning
involves a high level of creativity. The last requirement is top manage-
ment’s support and cooperation.

10.1 What techniques can make your