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A
Preface

MARKETING: REAL PEOPLE,
REAL CHOICES

Why did we write this book? We’ll answer this question with a simple, yet profound, state-
ment: Companies don’t make decisions. People do. And those decisions have never been harder
than in recent memory, when marketers had to adjust to a worldwide pandemic that chal-
lenged many of the choices they needed to make. Professors and students have had to
make hard choices, too! We all had to adapt to this “strange new world” together.

But regardless of what changing economic and social conditions may bring, at the end
of the day, good marketing is good marketing! That’s why “real people, real choices” is our
mantra. Too often students read about what a company did or didn’t do. We’ve worked with
a lot of marketers and their great brands over the years, but we’ve never “met” a company
(whether in lockdown or not). Have you? It’s not faceless companies but rather real flesh-
and-blood people—people like students and their professors—who agonize over important
marketing decisions.

These managers (hopefully) applied the marketing lessons they learned both while in
school and in the trenches to make the best choices they could. Our focus on “real people,
real choices” adds people (yes, real ones) to the equation that many marketing textbooks
neglect. The real people, real choices focus is reinforced throughout the book by the end-of-
chapter cases that require students to evaluate real companies’ decisions and make their
own recommendations and by the decision-making opportunities in many of the end-of-
chapter questions and activities.

Solving Teaching and Learning
Challenges

Just like the executives we profile, we know what it’s like to be in the trenches. That’s because
we teach the Principles of Marketing course on a regular basis in both face-to-face and online
formats. We understand the challenge of engaging an entire class of students—many of
whom are not marketing majors and who come to class with a bit of a chip on their shoulders,
like: “Why should I have to take this class if I'm not going into marketing as a career path?”
That’s why we work hard wherever possible to emphasize the role that marketing plays in a
larger context and in real-world organizations (and we encourage you to do so as well).

Real People vignettes feature a variety of real decision makers, from CEOs to brand
managers, who confront decisions in their jobs that relate to each chapter. These vignettes
help students to understand how marketing plays out in real companies, including Levi
Strauss, PepsiCo, AdventHealth, the Philadelphia Phillies, and many others. Each vignette
includes a Here’s My Problem section that presents real options considered by the mar-
keter. Students can then use their critical-thinking skills to determine the best solution to
each problem.

It’s a revelation to students when they understand that, if nothing else, they definitely
will need to market themselves. This textbook was the first to emphasize the notion of
“Brand You,” and to show students how the concepts they learn in the course apply directly
to their own personal marketing plan. Beginning with the 10th edition, we expanded on
that idea to offer a complete Brand You section in every chapter that discusses how the
topic of the chapter, such as research or pricing, plays an important role in developing a
personal marketing plan.

Xl
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4 4 Brand You: Career and
B Internship Information
and Research

Taylor recognizes the importance of a good “fit "with the company and

OBJECTIVE
Une

industry where he will work and spend his career. He also knows that
he must investigate the culture of companies where he is interview-
ing. Understanding this, he is set to research different companies and

A great read—that’s how students describe our book. As
we’ve always done, throughout this 11th edition, we deliver con-
tent in a conversational, jargon-free, and not overly academic
style that students actually enjoy reading (we know, because they
tell us). One reason we can do this is because all three authors
have extensive experience working in marketing in industry in
addition to their academic training and experience, and to this

industries in planming his personal brand.

jobs, but at the same time, you also need to explore careers,

section can help you to:
* Know how to gather relevant information

* Understand how trends will potentially affect your career
* Identify resources you can use to find companies

How many times has someone asked you, “What do you want to do when you finish col-
lege?” While you may not know the answer to the question now;, this is an excellent time o
begin finding out more about your options. Yes, you need to find where there are some cool

Just as a brand manager or a professional salesperson or an online retailer continu-
ously gathers and analyzes information about his/her customers and other important
factors relative to the product’s success, your success in marketing yourself for a great
internship or your dream job requires that you have information. And the more informa-
tion you have, the better decisions about your marketing strategy you can make. This

day, all three continue to work with organizations as marketing
consultants! That’s the secret sauce of what keeps Real People,
Real Choices so real!

Developing Employability
Skills

So, how do we prepare tomorrow’s marketer? For one, we know

that they will need to be “a numbers person.” In the old days, a

lot of students majored in marketing because they “weren’t good

at math,” hence avoiding majors like accounting, finance, or economics. That’s so 20th

century! Increasingly, the marketing field is data driven, and sophisticated analytics are

revolutionizing the options organizations have at their fingertips to create, communicate,

deliver, and measure value. We’re proud to say that with each edition we have continued

to lead the field in offering to instructors and students cutting-edge coverage of market-

ing analytics and metrics. In this edition, we’ve continued to expand that coverage sig-

nificantly to show how marketers use the exciting new tools they have available to

understand and harness Big Data through marketing analytics as they strive to identify

and meet customer needs.

To reinforce this focus throughout the book:

Apply Marketing Metrics exercises at the end of each chapter provide additional
opportunities for students to try their hand at applying some of the same metrics that
marketers use to help them make good decisions.

Way back in the 8th edition when quite a few practicing marketers hadn’t even heard
of Big Data, we were proud to be the first Principles of Marketing textbook to devote
an entire chapter (Chapter 5) to the emerging and vital topic of marketing analytics
and related tools. In this 11th edition, we’ve greatly expanded that chapter’s coverage
to include numerous new key terms, many more application examples to connect con-
cepts to practice, and several new tables and figures to further illustrate this fascinat-
ing aspect of the emerging world of the “new marketer.”

The name of the game in marketing nowadays is maximizing the success of the cus-
tomer experience. To do this requires that marketers think and plan more holistically
about what makes for a great customer experience, rather than just doing it piece-
meal. In this 11th edition, we include a chapter (Chapter 12) that is fully devoted to
best practices across the components of the customer’s experience with a provider
and its offerings.

One critical area to enhance employability in marketing today is a keen understand-
ing of the role of digital and social media marketing approaches to marketing com-
munication. In today’s agency and company environments, often it is digital and
social marketing that takes precedence over more “traditional” promotional tools,
like television and print advertising. Marketing students need to gain a body of
knowledge about these newer approaches from their very first marketing course,
and this 11th edition features a heavily revamped and extensive coverage of these
important topics (Chapters 13 and 14).



PREFACE Xiii

New to This Edition

So far, you've read about a wide variety of new and enhanced features of this 11th edition.
Just in case we haven’t impressed you enough already, here’s a summary list of those and

more that make our book stand out as by far the most up-to-date, cutting-edge product in

the Marketing Principles market!

¢ Five of the decision-focused Real People vignettes that open each chapter are new to
this edition. The new vignettes feature marketers from: PepsiCo, AdventHealth, Mary
Kay, Terra Cycle, and the Philadelphia Phillies.

¢ Nine (9) new and five (5) extensively updated Marketing in Action cases are included
at the end of chapters. The nine new cases feature the problems and opportunities

faced by the following exciting, contemporary organizations:

- StockX
- P&G

- Anheuser-Busch InBev

- ThirdLove
- Helen of Troy
- Rent the Runway

- Lululemon Athletica

- Nestlé
- Brud

* 80 new key terms appear throughout the chapters.

For more information on changes in each chapter of this 11th edition, see the chart below.

Chapter-by-Chapter Updates

Chapter 1 Welcome to the
World of Marketing: Create
and Deliver Value

New discussion of the continuing evolution of marketing, including the very important cus-
tomer experience, service-dominant logic, and the co-creation of value

Discussion of disruption in marketing with examples of how product innovations have created
disruptions in marketing

New Marketing in Action Case: Real Choices at StockX
New key terms added to this chapter:

- customer experience (CX or CEX)

- service-dominant logic

- customer co-creation

- recommendation engine

- disruptive marketing

Chapter 2 Global, Ethical,
and Sustainable Marketing

New Real People opening vignette featuring Tom Szaky at TerraCycle

New discussion of disruption in the global marketplace, including changes in the distribu-
tion of wealth, access to education, and improvements in infrastructure, especially media and
telecommunications

Discussion of increasing differences in have and have-not countries as exposed by the
COVID-19 pandemic

Increased coverage of the tariff debate and the U.S.-China trade war
New key terms added to this chapter:
- climate change

- consumer xenocentrism
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Chapter 3 Strategic Market
Planning

New Real People opening vignette featuring Bob Roncska at AdventHealth
Stronger linking of the role of organizational strategy to marketing strategy and planning
Enhanced explanation and example of the concept of strategic business units

New coverage of the meaning and importance of organizational mission, vision, and values,
along with clear examples of each

Multiple examples and connections between the COVID-19 crisis and its impact on organiza-
tional and marketing strategy and planning

Additional attention to the need for contingency planning and examining multiple planning scenarios
New Marketing in Action Case: Real Choices at P&G
New key terms added to this chapter:

- strategy - strategic pivot

- mission - marketing metrics

- vision - digital disruption

- vision statement - digital vortex

- organizational values - contingency planning
- nimble organization - scenarios

Chapter 4 Market Research

Added focus on the importance of confidentiality and anonymity in market research

New dialogue on data privacy, data security, and risk management as the issues pertain to marketers
Discussion of the concept of using mystery shoppers in market research

Update on the Q Score syndicated research process

Enhanced coverage of qualitative research, quantitative research, and in-depth interviews
Introduction of robocalls and spoofed numbers and their impact on consumers

Coverage of the technique of catfishing online

New key terms added to this chapter:

- GIGO - qualitative research
- data privacy - quantitative research
- confidentiality - in-depth interview

- anonymity - survey research

- risk management - robocall

- data security - spoofed numbers

- mystery shoppers - catfish

- data analytics

Chapter 5 Marketing
Analytics: Welcome to the
Era of Data-Driven Insights!

New Real People opening vignette featuring Josh Barbieri at the Philadelphia Phillies

Major overhaul of this chapter to provide students the most up-to-date treatment of marketing
analytics among all Marketing Principles books

This rapidly changing area in marketing required the addition of 26 brand new key terms,
which run a gamut of core concepts in analytics

Numerous attractively designed new figures and tables throughout the chapter add enjoyment
and clarity to student learning about marketing analytics

Heavily updated treatment of CRM to bring this critical learning topic for students up to state-
of-the-field level, including setting SMART goals and establishing key performance indicators
(KPIs) and meaningful metrics to assess results

Extended new example of marketing automation, including focus on the sales funnel and lead
nurturing

Heavy attention to three key categories of metrics that are central to marketers: marketing met-
rics, sales metrics, and service metrics
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* Anew supplemental section after the main chapter that walks students through calculations of
several of these important metrics

e New and enhanced discussion of numerous contemporary data-related issues for marketers,
such as cyber security, hackers, data breach, edge computing, augmented intelligence, deep
learning, deepfake, and blockchain

e New key terms added to this chapter:

- lead - augmented intelligence

- lead nurturing - deep learning

- SMART goals - deepfake

- user adoption metrics - customer acquisition cost (CAC)

- customer perception metrics - sales cycle

- business performance metrics - share of wallet

- key performance indicators (KPIs) - net promoter score (NPS)

- edge computing - return on experience (ROX)
Chapter 6 Understand e New discussion of changing consumer values and the resulting trends, including the sharing econ-
Consumer and Business omy, healthier living, diversity and multiculturalism, and consumers’ demand for authenticity

Markets ¢ Discussion of what the new normal following the COVID-19 pandemic will likely look like for
consumers
* New Marketing in Action Case: Real Choices at Anheuser-Busch InBev

e New key terms added to this chapter:

- HoloLens - data-driven disruptive marketing

- flawsome - in-homing

- social graph
Chapter 7 Segmentation, e Attention to the impact of the COVID-19 crisis on segmentation, target marketing, and
Target Marketing, and positioning—particularly in terms of future widespread market fragmentation

Positioning ¢ Enhanced treatment of a growing issue of oversegmentation by firms

¢ Increased attention to Gen Z—the current up-and-coming group of consumers

e Strong and positive treatment of the push toward greater social justice and its relationship to
how marketers do segmentation, target marketing, and positioning

* New and highly relevant content on gender identity and related issues, including a discussion
of gender-bending products

¢ Discussion of the potential impact of the COVID-19 crisis on demographic segmentation in the
context of future spending power

¢ The artificial intelligence (Al) discussion from Chapter 5 is continued here, bridging to the con-
cept of “segments of one”—tracking the activity and preferences of a single potential customer
and tailoring marketing responses to that unique person

e Addition of a discussion about personas, including examples of the concept in action

* Ahelpful new illustration of the concept of perceptual maps, using the U.S. steakhouse market
as the example in the graphic

* New Marketing in Action Case: Real Choices at ThirdLove
* New key terms added to this chapter:

- oversegmentation - Me Too movement
- gender identity - segment of one
- androgyny - personas

- gender-bending products
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Chapter 8 Product I:
Innovation and New
Product Development

New Real People opening vignette featuring Sheryl Adkins-Green at Mary Kay

Discussion of the phenomenon during the early days of the COVID-19 crisis of certain products
in the fast-moving-consumer-goods (FMCG) category experiencing substantial increases in
consumer demand

Treatment of geofencing marketing, including an example of how it can be effectively used

Greatly increased coverage of design thinking, including its inherent process steps, an approach
that continues to migrate into the way marketers develop products

Inclusion of a great new Tropicana example of how the brand tackled the tough “awareness
stage” of new product adoption by consumers

New key term added to this chapter: geofencing marketing

Chapter 9 Product II:
Product Strategy, Branding,
and Product Management

More emphasis on product objectives, especially their role in supporting broader marketing
objectives and the firm’s overall mission

New clarifying discussion of the differences between product managers and brand managers

Coverage of Anheuser-Busch (A-B) InBev’s approach to increasing its product mix by acquiring
new beverage products often by acquiring smaller craft breweries

A great new explanation of the importance of balance between individual branding approaches
and parlaying the family brand, centered on Coca-Cola’s experiences

Enhanced discussion and examples of cobranding and lifestyle brands

A new section sparked by the significant movement toward social justice that began in 2020, high-
lighting marketing’s role in this effort, and particularly exemplifying several legacy brands that
committed to rebranding away from prior words and images to ensure they are not hurtful to others

New Marketing in Action Case: Real Choices at Helen of Troy
New key terms added to this chapter:

- product objectives

- lifestyle brands

- rebranding

Chapter 10 Price: What Is
the Value Proposition
Worth?

New section on innovations in payment systems—digital and virtual currencies and updates
on cryptocurrencies

Discussion of airlines and other firms changing pricing strategies in response to COVID-19’s
effects on business

Discussion of consumer responses to the economic effects of COVID-19, including growth in

re-commerce, especially with luxury products
Discussion of a possible future cashless society
Stories of price gouging during the pandemic
New key terms added to this chapter:

- subscription pricing - collaborative savings and consumption
- digital wallet - peer-to-peer (P2P), or social lending
- mobile wallet - rent-to-own
- buy-now-pay-later (BNPL) - cashless society

- save-now-buy-later (SNBL)

Chapter 11 Deliver the
Goods: Determine the
Distribution Strategy

Additional attention to the option of an “indirect channel” of distribution in which firms sell
their products through third parties

More emphasis on the malady of copyright infringement in the context of online distribution
piracy
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Coverage of Nike’s Triple Double Strategy (2X), the cornerstone of which is the Nike Consumer
Experience (NCX), which includes the firm’s own direct-to-consumer network, as well as a
vastly streamlined slate of wholesale distribution partners

Clear connections pointed out between new-age distribution channel approaches and opportu-
nities for people in the “gig economy”

Updated discussion of the use of drones in distribution, along with example firms on the fore-
front of this trend

New Marketing in Action Case: Real Choices at Rent the Runway
New key term added to this chapter: indirect channel

Chapter 12 Deliver the
Customer Experience

New Real People opening vignette featuring Paula Hopkins at PepsiCo

Discussion and examples of the changing customer experience, including customer journey
mapping

Additional coverage of how the COVID-19 pandemic has affected both online and offline retailers
Discussion of changes in technology that have improved distribution

New examples of experiential retailing

New section on concept stores

New Marketing in Action Case: Real Choices at Lululemon Athletica

New key terms added to this chapter:

- direct-to-consumer (D2C) retail - recommerce

- Amazon effect - upcycling

- concept stores - dollar and variety stores

- flash retailing, or pop-up stores and - extended reality (XR)
pop-up retailing - order fulfillment automation

Chapter 13 Promotion I:
Planning and Advertising

New section on how technology is providing opportunities for personalized advertising
messages

A discussion of how multichannel strategies can be super successful, using Game of Thrones first
season and final season as examples

New discussion on the effects on advertising caused by the COVID-19 pandemic
New discussion of the importance of content marketing

New content on programmatic advertising used for buying digital advertising
New Marketing in Action Case: Real Choices at Nestlé

New key terms added to this chapter:

- ethical bribe - programmatic advertising, or
- interactive agency, or digital agency programmatic ad buying
- in-house agency - drip pricing

- upfront TV ad pricing

Chapter 14 Promotion II:
Social Media Platforms and
Other Promotion Elements

Expanded discussion of social media marketing

Expanded discussion of the most important social media platforms for marketers, including
Instagram, YouTube, TikTok, Snapchat, and Twitch

New discussion of viral marketing with DJ D-Nice’s #ClubQuarantine example
New discussion of social selling, social commerce, media multitasking (or second screening),

cord-cutting, memes, storytelling, and short-form storytelling

New coverage of PR activity of corporate activism, or social marketing, and the use of event-
management software such as Eventbrite
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¢ New Marketing in Action Case: Real Choices at Brud
e New key terms added to this chapter:

- groundswell

- cord-cutting

- cosplay

- Instagram

- sponsored posts
- YouTube

- TikTok

- Snapchat

- media multitasking, or second screening

- Twitch

- social commerce

- storytelling

- short-form storytelling

- Zoom-bombing

- social selling

- corporate activism, or social marketing

- memes

Instructor Teaching Resources

Please go to www.pearson.com for more information on instructor resources.
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Suezanne McFadden

Suzanne’s Info

Welcome 1o the World of

Marketing

Create and Deliver Value

1.3 Understand value from
the perspectives of
customers, producers,
and society.

1.1 Explain what marketing
is, the marketing mix,
what can be marketed,
and the value of
marketing.

1.4 Explain the basics of

1.2 Explain the evolution of market planning.

the marketing concept.

Objective Outline

w A Decision Maker at Comcast

1.5 Understand how to
increase your chances
of getting a great first job
and having a successful
career by using the
marketing process to
create a personal brand.

Meet Suzanne McFadden

Suzanne McFadden is Senior Vice President, Customer Experience & Communications at Comcast Cable,
a part of Comcast NBCUniversal. Headquartered in Philadelphia, Comcast Cable is one of the nation’s
largest video, high-speed Internet, and phone providers to residential customers under the XFINITY
brand, and it also provides these services to businesses. Additionally, it offers wireless, security, and auto-
mation services to residential customers under the XFINITY brand.

Suzanne received a BA in marketing and finance from the University of Delaware. She joined Com-

~ cast in 1997 in a field marketing role and gained experience in many aspects of marketing, such as cus-
tomer acquisition and competitive and operations marketing, to rise through the ranks to land in her current responsibility for the
end-to-end customer communications journey, from onboarding through engagement and the entire customer life cycle of Comcast’s

cable operations.

What | do when I’'m not working:
Love spending time with family and
friends—in particular, travel and food
experiences. Also squeeze in time for
reading, exercise, and TV watching.

First job out of school:
Marketing Coordinator, SportsChannel
Philadelphia

Career high:

Being involved in the launch of
Comcast High-Speed Internet. At the
time, early 1997, companies were
questioning if this “Internet thing” was
really going to pay off—absolutely
amazing to see the impact.

A job-related mistake | wish |
hadn’t made:
Never taking a chance early on to move to

a different part of the country or the world.

My hero:

Al of the career women who came
before me—I am amazed when | look
back at the corporate gender stereotypes
of history and realize my success is only
possible due to the women who endured
inequality to get us where we are today.

My motto to live by:

Never burn a bridge. People will often
circle back into your life in a personal
or professional capacity—make sure

things always end on a positive note.

What drives me:

In work, it is the competitive nature of the
industry. It's fast paced, so you need to
stay informed and make quick decisions.

My management style:
Partnership and understanding. | make
sure | know what motivates and drives
my employees to success and work to
give them what they need from me—
leadership, time, attention, or hands
off. It is different for all and that is
what leaders must understand.

Don’t do this when inferviewing
with me:
Say “I" over and over.



Here’'s my(problem...

Real People, Real Choices

ol

* Comcast has been working hard to improve its cus-
tomer service and brand reputation. Over the last few years, they put tools in
place to measure customer advocacy and satisfaction and provide a real-
time feedback loop for employees to report and solve problems in order to
help customers. In addition, they continue to innovate their product lines to
meet customers’ increasing entertainment, communication, and home
needs. As a result, they have seen brand perception and customer satisfac-
tion continue to rise.

But because there is now so much choice, customers do not always order
the right package and set of services at the time of sale, and because Comcast
offers a full 30-day money back guarantee, customers feel empowered to
change up their package as they try out their new services.

Research shows that customers’ anxiety goes up after they place an
order and it stays up until their services are fully installed and activated. If the
customer has signed up for a quad-play (Xfinity TV, Internet, Voice and Home
Security), there is much to tell the customer about installation and activation.
Thus, one of the team’s first priorities was to ensure that the first 90 days of a
customer’s service experience are perfect.

The team identified one simple solution: Stay in touch with customers
during the “onboarding” process and put them at ease that all will go well.
They took advantage of new communications technologies to maintain this
contact. By using platforms like email and SMS (short message service) that
allowed them to text their customers, ratings of satisfaction with their service
climbed significantly.

Knowing that the first 30 days are not only a learning time but a key time
for a customer to “right size” and make sure they ordered the right tiers of
services and products, the team wanted to contact customers to point out
additional services they might want to add. At the time, the team was sending
service emails and texts that educated customers about the products they had.
Now they also considered using email to provide customers with more detail
about products they might want.

Because Comcast opts-in customers to marketing messages at point of
sale, promotional messages are permitted through email. Comcast had to
weigh the decision to balance any messages seen as noncritical or promo-
tional with key service messages—too many messages might cause a cus-
tomer to tune-out all messages but sending none would not aid the
customer in understanding what services might be a better fit for their
household.

1.1

OBJECTIVE

Explain what
marketing is, the
marketing mix, what
can be marketed, and
the value of marketing.

Suzanne and her team considered their
options R EPAx]

1 Don’t email these customers about anything more than the

products they have. Keep up the current practice of service mes-

saging only to show them how to install their cable box, remind them
option ot appointments, tell them when their kit will arrive, and introduce
them to the services and features they have. This choice would ensure that cus-
tomers would not tune out messages due to the noncritical nature of the promo-
tional information. On the other hand, the lack of a promotional email strategy
would make it more difficult to help customers “right size” if they realized within
the first 90 days they didn't choose the ideal service package for their needs.

2

Option

Add promotional emails to the flow, but keep them distinct
from the service emails to ensure that customers don't
tune out a service email by thinking it is just a sales mes-
sage. Use emails to encourage customers to upgrade their services,
but clearly label them as promotional, and include information on convenient
ways to upgrade. As with any other sales-related email, the customer would be
free to ignore the message based upon its subject line or a quick review of the
content. This choice would still allow customers to “right size” their cable
package if they weren't satisfied with what they had. But there would always
be the danger that customers would start to engage less with email from
Comcast and perhaps even opt out of emails from the company entirely. That
would remove any chance to connect with the customer down the road.

part of the service email. This strategy would be less intrusive
than Option #2, because customers would regard these emails as
Option  oqycational rather than as a pitch to buy more features. Still, it would
be possible that customers might try to opt out of these additional emails, nega-
tively impacting the perfect first 90 days Comcast was striving to deliver.
Now, put yourself in Suzanne's shoes. Which option would you choose,
and why?

3 Use emails to highlight ways to upgrade service plans as a

You Choose

Which Option would you choose, and why?
[J option 1 [ Option 2 [] Option 3

Marketing: What Is [17

Marketing. People either love it or hate it. The crazy part of this is that
whether they love it or hate it, most folks really do not understand
what marketing really is! How about when a Rihanna concert in
Atlanta or Chicago entices fans from Peoria, Illinois, to travel to those
cities just to scream in ecstasy alongside the locals? Then there are the
pop-up ads on your Facebook page for something you were searching
for at Poshmark last week. And of course, there are those emails that



4 PART ONE

consumer
The ultimate user of a good or service.

customer experience (CX or CEX)

A customer’s overall assessment of every
interaction the customer has experienced with
a business, from navigating the company
website to talking to customer service to the
packaging the product arrives in.

marketing

Marketing is the activity, set of institutions,
and processes for creating, communicating,
delivering, and exchanging offerings that have
value for customers, clients, partners, and
society at large.!

UNDERSTAND THE VALUE PROPOSITION

fill your inbox from Amazon.com, suggesting products that might entice you to let go of
some hard-earned cash. Yes, these are all examples of marketing. And that’s just scratching
the surface.

You already know a lot about marketing; it’s been a part of your life from day one. As
one of billions of consumers around the globe, you are the ultimate user of a good or ser-
vice. Every time you purchase or use your car, your clothes, your lunch at the cafeteria
(whether an old-school burger or a vegan version), a movie, or a haircut, you are part of the
marketing process. In this text, we’ll tell you why—and why you should care.

Indeed, consumers like you (and your humble authors!) are at the center of all market-
ing activities. By the way, when we refer to consumers, we don’t just mean individuals.
Organizations—whether a company, government, sorority, or charity—are also consumers.

Here’s the key: Marketing is first and foremost about satisfying consumer needs. We like to
say that the consumer is king (or queen), but it's important not to lose sight of the fact that
the seller also has needs—to make a profit, to remain in business, and even to take pride in
selling the highest-quality products possible. Products are sold to satisfy both consumers’
and marketers’ needs; it’s a two-way street.

Let’s think for a minute about satisfying customer needs. While this is easy enough to
understand, it’s far more difficult to achieve. Customers face millions of companies offering
gazillions of products.

Traditionally, marketing gurus would tell us that all we need to do is to offer consum-
ers a great product at a reasonable price and show them how their lives would be improved
if they own it. Voila! Success and profits!

Today it’s a little more difficult. There are literally millions of companies around the
globe all vying for the limited demand of consumers. And the customer is exposed to not
only traditional marketing activities but also the contacts provided by companies and other
consumers who are, like them, online 24/7.

So how does one brand succeed? Today, what matters is the customer experience (CX
or CEX). CX is the customer’s overall assessment of every interaction the customer has
experienced with a business from navigating the company website to talking to customer
service to the packaging the product arrives in. Today’s customer is only going to buy and
be loyal to a brand that has always given them positive experiences. Even one bad experi-
ence can send customers scurrying to your competitor. We’ll talk more about CX and how
marketers map the customer’s experience later in Chapter 5 and again in Chapter 12.

When you ask people to define marketing, you get many answers. Some people say,
“That’s all those emails and popups I get on my computer from Amazon and every other
online site I know of, trying to get me to buy something from them.” Many people say, “Oh,
that’s simple—TV commercials.” Students might answer, “That’s a course I have to take
before I can get my business degree.” Each of these responses has a grain of truth to it, but
the official definition of marketing the American Marketing Association adopted in 2013 is
as follows:

Marketing is the activity, set of institutions, and processes for creating, commu-
nicating, delivering, and exchanging offerings that have value for customers,
clients, partners, and society at large.2

The basic idea behind this somewhat complicated definition is that marketing is all
about delivering value to everyone whom a transaction affects. That’s a long-winded expla-
nation. Let’s take it apart to understand exactly what marketing is all about.

“Marketing Is the Activity, Set of Institutions, and Processes . . . ”

As we will discuss throughout this text, marketing includes a great number of activities—
from top-level market planning by the chief marketing officer (CMO) of a big company to
the creation of a Facebook page by your university. The importance organizations assign to
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marketing activities varies a lot. Top management in some firms is marketing oriented
(especially when the chief executive officer, or CEO, comes from the marketing ranks),
whereas in other companies marketing is an afterthought. One study shows that over
25 percent of CEOs have either a marketing or a sales background—that makes this infor-
mation pretty relevant, so stick with us!®

In the text, we discuss many of the activities of marketing that include:

® Better understanding of customer needs through marketing research

e Selecting the people or organizations in the market that are your best bets for
success

® Developing the product
e Pricing the product
e Getting the product to the consumer

¢ Delivering marketing messages via traditional and online advertising and a host of
other activities

We’ll also learn about a variety of institutions that help firms create a better marketing
program:

e Advertising and other types of agencies that firms work with to create and deliver a
variety of marketing communication activities, including traditional advertising, as
well as newer digital communications, sales promotions, and research activities

Of course today, there are a number of different categories of agencies. Some of these
are:

e Startup marketing
e Public relations
e Advertising
¢ Digital marketing
¢ Content marketing & SEO
e Social media marketing*
® Marketing research firms, such as Nielsen, that provide data vital to the planning and
implementation of successful marketing programs

e The traditional media
e The Internet and social media

e Governments that enforce laws and regulations to make sure marketing occurs in a
fair and ethical manner

e Logistics firms that get the product to the consumer most efficiently

® Retailers that interact directly with the final customer

We also talk about some of the processes marketers use in combination with these institu-
tions to satisfy customer needs—the end-all for all marketing activities.

Whether it is a giant global producer of consumer products, such as Procter & Gamble,
or a smaller organization, such as Lizard’s Thicket, a restaurant business in Columbia, SC,
a marketer’s decisions affect—and are affected by—the firm’s other activities. Marketing
managers must work with financial and accounting officers to figure out whether products
are profitable, to set marketing budgets, and to determine prices. They must work with
people in manufacturing to be sure that the new iPhone is produced on time and in the
right quantities for those avid iPhone fans who camp out in front of Apple stores to get
their hands on the new model. Marketers also must work with research-and-development
specialists to create products that meet consumers’ needs. And most important, marketers
must maintain their expertise on the ever-changing innovations that occur daily in every
aspect of marketing.
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Figure 1.1 Snapshot | The Marketing Mix “ ... for Creating, Communicating,

The marketing mix is the marketer’s strategic toolbox. Delivering, and Exchanging ... 2 The
Product Place Marketing Mix

strategies strategies

N

As we said, marketing is about satisfying needs. To do this, mar-
keters need many tools. The marketing mix is the marketer’s stra-
tegic toolbox. It consists of the tools the organization uses to create
a desired response among a set of predefined consumers. These

tools include the product itself, the price of the product, the pro-
/ motional activities (such as advertising and social media market-

ing) that introduce the product to consumers, and the places

The Marke

Price
strategies

marketing mix

A combination of the product itself, the price of
the product, the promotional activities that
introduce it, and the places where it is made
available that together create a desired response
among a set of predefined consumers.

four Ps
Product, price, promotion, and place.

product

A tangible good, service, idea, or some
combination of these that satisfies consumer or
business customer needs through the exchange
process; a bundle of attributes including
features, functions, benefits, and uses.

promotion
The coordination of a marketer's communication
efforts to influence attitudes or behavior.

where it is available. We commonly refer to the elements of the
marketing mix as the four Ps: product, price, promotion, and place.
Although we talk about the four Ps as separate parts of a
firm’s marketing strategy, in reality, product, price, promotion,
and place decisions are interdependent. Decisions about any
single one of the four are affected by and affect every other mar-
keting mix decision. For example, what if Superdry (a rapidly
growing Japanese apparel company) decides to introduce a
leather biker jacket that is higher end than the ones it makes
now? If the company uses more expensive materials to make
this item, it has to boost the selling price to cover these higher
costs; this also signals to consumers that the garment is more
upscale. In addition, Superdry would have to create advertising
Promotion and other promotional strategies to convey a top-quality image.
strategies Furthermore, the firm must include high-end retailers like Berg-
dorf Goodman and Bloomingdale’s in its distribution strategy to
ensure that shoppers who seek out high-end items will come across the jacket. Thus, all the
pieces in the puzzle we call the marketing mix work together. As Figure 1.1 shows, each P is
interconnected with each of the other three Ps. This shows us that the activities of each of the
four Ps must be coordinated with each of the other three Ps.
We'll examine these components of the marketing mix in detail later in this book. For
now, let’s briefly look at each of the four Ps to gain some more insight into their role in the

marketing mix.

Product

What have you spent your money and time to get recently? A pizza on Friday night, a con-
cert on the weekend, a drone that will take photos from high in the air—maybe even a
“wonderful” marketing textbook? These are all products. A product can be a good, a ser-
vice, an idea, a place, a person—whatever a person or organization offers for sale in the
exchange. Creating new products is vital to the success and even the life of an organization.
The product, one aspect of the marketing mix, includes the design and packaging of a good
as well as its physical features and any associated services, such as free delivery.

The product is a combination of many different elements, all of which are important to
the product’s success. Think about your college education—an expensive product, for sure.
You are buying more than the boring lecture in that chemistry class (or the awesome lecture
in your marketing class). You are also paying for the health center with a weight room,
pool, and a rock-climbing wall; for the classroom building; for the football and basketball
teams; and maybe for the bragging rights of graduating from a “Big Ten” school.

Promotion

Although we all are familiar with advertising, promotion, also referred to as marketing
communication, includes many different activities marketers undertake to inform
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consumers about their products and to encourage potential
customers to buy these products. Marketing communica-
tion takes the form of personal selling, TV advertising,
store coupons, billboards, magazine ads, publicity releases,
web pages, social media sites, and a lot more. Today mar-
keters are quickly moving much of their energy and money
to devising and implementing digital marketing communi-

cations, including mobile marketing, location-based mar-
keting, behavioral digital marketing, and, of course, social
media marketing.

Place

Place refers to the availability of the product to the customer
at the desired time and location. This P relates to a channel of
distribution, which is the series of firms or individuals that
facilitates the movement of a product from the producer to
the final customer. For clothing or electronics, this channel includes local retailers as well as
other outlets, such as retail sites on the web that strive to offer the right quantity of products
in the right styles at the right time. Place now has expanded past the traditional channel of
distribution to consumers renting their homes or cars or RVs to other consumers in the shar-
ing economy that we’ll talk more about later.

Price

Price—we all know what price is. It's the amount you have to pay for the pizza, the concert
tickets, the tennis racket, and, yes, this book. Price is the assignment of value, or the amount
the consumer must exchange to receive the offering. Marketers often turn to price to
increase consumers’ interest in a product. This happens when they put an item on sale, but
in other cases, marketers actually try to sell a product with a higher price than people are
used to if they want to communicate that it’s high quality or cutting edge. For example,
designer clothes and accessories are priced so high that only a few consumers can afford
them. Not many of us can afford a Prada Python/Crocodile Arcade-Stripe Frame Satchel
Bag priced at $9,600 or a pair of Valentino Rockstud Metallic Leather Mid-Heel Pumps at
$1,045. If you can, you probably don’t need to take this course!

At the heart of every marketing act—big or small—is something we refer to as an
exchange relationship. An exchange occurs when a person gives something and gets some-
thing else in return. The buyer receives an object, service, or idea that satisfies a need, and
the seller receives something he or she feels is of equivalent value. Today, most exchanges
occur as monetary transactions in which one party surrenders currency (in the form of
cash, check, credit card, or even Bitcoin) in return for a good or a service. But there are also
other kinds of exchanges. A politician, for example, can agree to work toward certain goals
in exchange for your vote, city officials may offer you a cleaner environment if you recycle,
and health officials tell you that you can save lives (perhaps your own) if you wash your
hands with soap and hot water for 20 seconds.

For an exchange to occur, at least two people or organizations must be willing to make a
trade, and each must have something the other wants. Both parties must agree on the value
of the exchange and how it will be carried out. Each party also must be free to accept or reject
the other’s terms for the exchange. Under these conditions, a knife-wielding robber’s offer to
“exchange” your money for your life does not constitute a valid exchange. In contrast,
although someone may complain that a store’s prices are “highway robbery,” an exchange
occurs if he or she still forks over the money to buy something there—even if he or she still
grumbles about it weeks later.

To complicate things a bit more, everyone does not always agree on the terms of the
exchange. Think, for example, about movie piracy. That’s what happens when a new Marvel

A product is actually a “bundle” of benefits. For some universities, that means that in
addition to a great education they offer cool amenities like a rock-climbing wall.

Edwin Remsberg/Alamy Stock Photo

place
The availability of the product to the customer
at the desired time and location.

channel of distribution

The series of firms or individuals that
facilitates the movement of a product from the
producer to the final customer.

price

The assignment of value, or the amount the
consumer must exchange to receive the
offering.

exchange
The process by which some transfer of value
occurs between a buyer and a seller.
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consumer goods
The goods individual consumers purchase for
personal or family use.

services
Intangible products that are exchanged directly
between the producer and the customer.

business-to-business marketing
The marketing of goods and services from one
organization to another.

industrial goods

Goods that individuals or organizations buy
for further processing or for their own use
when they do business.

e-commerce
The buying or selling of goods and services
electronically, usually over the Internet.

not-for-profit organizations, or
nongovernmental organizations
(NGOs)

Organizations with charitable, educational,
community, and other public service goals that
buy goods and services to support their functions
and to attract and serve their members.

UNDERSTAND THE VALUE PROPOSITION

blockbuster is available on street corners for a few dollars—or free on BitTorrent— before it
even opens in theaters.

“...Offerings ... ”: What Can We Market?

Is there any limit to what marketers can and will market? Marketing applies to more than
just the new iPhone and the Microwavable S"Mores Maker your mother bought you before
you came to college.

Some of the best marketers come from the ranks of services companies, such as Ameri-
can Express, or not-for-profit organizations, like Greenpeace. Politicians, athletes, and per-
formers use marketing to their advantage (the Kardashians have figured it out). Ideas such
as political systems (democracy, totalitarianism), religion (Christianity, Islam), and art (real-
ism, abstract) also compete for acceptance in a “marketplace.” In this text, we’ll refer to any
good, service, person, place, or idea that we can market as a product, even though what
you buy may not take a physical form.

Consumer Goods and Services

Consumer goods are the tangible products that individual consumers purchase for per-
sonal or family use. Services are intangible products that we pay for and use but don’t own.
In 2017, service transactions contribute 80 percent of the gross domestic product (GDP) in
the U.S. and other developed countries.” Marketers need to understand the special chal-
lenges that arise when they market an intangible service rather than a tangible good.®
Because both goods and services are products, it’s more accurate to say “goods and ser-
vices” rather than “products and services.”

Business-to-Business Goods and Services

Business-to-business marketing is about the exchange of goods and services from one orga-
nization to another. Although we usually think of marketing in terms of the piles of con-
sumer goods that beg for our dollars every day, the reality is that businesses and other
organizations buy a lot more stuff than consumers do. They purchase these industrial goods
for further processing or to use in their own business operations. For example, automakers
buy tons of steel to use in the manufacturing process. They also buy powerful computer
systems to track manufacturing costs and other information essential to operations and
much smaller computers to install in their cars to control those neat functions that keep
drivers safe and happy.

Similarly, the growth of e-commerce isn’t just about things people buy for themselves—
books, clothing, cars, and so forth—on the Internet. Just like in the offline world, much of
the real online action is in the area of business-to-business marketing.

Not-for-Profit Marketing

As we noted previously, you don’t have to be a businessperson to use marketing principles.
Many not-for-profit organizations, or nongovernmental organizations (NGOs), including
museums, zoos, and even churches, practice the marketing concept to survive. Local govern-
ments adopt marketing techniques to attract new businesses and industries to their counties
and cities. Even states are getting into the act: We’ve known for a long time that IYNY, but
recently Kentucky and Oregon hired advertising agencies to develop statewide branding

campaigns. (The official state motto of Oregon is now “Oregon. We love dreamers.”)”

Idea, Place, and People Marketing

Marketing principles also encourage people to endorse ideas or to change their behaviors in
positive ways. Many organizations work hard to “sell” everything from the elimination of
racism and gender discrimination to shelter-pet adoption to stopping teen bullying. We are
all familiar with tourism marketing that promotes wonderful places with slogans such as
“Smile! You are in Spain!” or “Live your myth in Greece.”
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You may have heard the expression “Stars are made, not born.” There’s a lot of truth to
that. Adele may have a killer voice and Chris Davis may have a red-hot baseball bat, but
talent alone doesn’t make thousands or even millions of people buy their music or stadium
seats. Some of the same principles that go into “creating” a celebrity apply to you. An enter-
tainer—whether Miranda Lambert, Selena Gomez, or Drake—must “package” his or her
talents, identify a market that is likely to be interested, and work hard to gain exposure to
these potential customers by appearing in the right musical venues.

In the same way, everyday people like you “package” themselves when they create a great
social media profile. And this person-marketing perspective is more valid than ever—now that
almost everyone can find “15 minutes of fame” on a website or blog or in a YouTube video. We
even have a new word—microcelebrity—to describe those who are famous not necessarily to
millions of people but certainly to hundreds or even thousands who follow their comings and
goings on Facebook, Instagram, or Twitter. Whether it’s the guy who sang the “Bed Intruder
Song,” Boxxy, Gary the Goat, “Alex from Target,” or even Grumpy Cat, the Internet churns out
hundreds of temporarily famous people who probably won't be remembered for long.

The idea of marketing people is especially important to college students like you who
are trying to land an internship or a job. In fact, we believe this is so important that we have
a section in every chapter of this book called “Brand You.” As we go through the marketing
process chapter by chapter, we will discuss how you can use marketing strategies to create
your unique brand. We will talk about how Brand You can be useful not only for getting a
first job but also for enjoying a successful career.

“ ... Value for Customers...”

Most successful firms today practice the marketing concept—that is, marketers first iden-
tify consumer needs and then provide products that satisfy those needs to ensure the firm’s
long-term profitability. Practicing the marketing concept is, of course, more complex and
requires that marketers understand the most basic elements of successful marketing.

These elements—needs, wants, benefits, demand, a market, and a marketplace—are
listed and explained in Table 1.1.
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marketing concept

A management orientation that focuses on
identifying and satisfying consumer needs to
ensure the organization’s long-term profitability.

need

The recognition of any difference between a
consumer’s actual state and some ideal or
desired state.

want
The desire to satisfy needs in specific ways
that are culturally and socially influenced.

benefit

The outcome sought by a customer that
motivates buying behavior that satisfies a
need or want.

demand
Customers' desires for products coupled with
the resources needed to obtain them.

market

All the customers and potential customers
who share a common need that can be
satisfied by a specific product, who have the
resources to exchange for it, who are willing
to make the exchange, and who have the
authority to make the exchange.

marketplace
Any location or medium used to conduct an
exchange.

Value for Customers

Table 1.1

Term Definition In Practice

Need The recognition of any difference between  If the difference is big enough, the consumer is motivated to take action
a consumer’s actual state and some ideal to satisfy the need. When you're hungry, you buy a snack. If you're not
or desired state. happy with your hair, you get a new hairstyle.

Want The desire to satisfy needs in specific ways  If two students are hungry, the first student may be a health nut who
that are culturally and socially influenced.  fantasizes about gulping down a big handful of trail mix, whereas the

second person may lust for a greasy cheeseburger and fries. The first
student’s want is trail mix, whereas the second student’s want is fast
food (and some antacid for dessert).

Benefit The outcome sought by a customer that After several years when sales were down, McDonald’s responded to the
motivates buying behavior that satisfies a number-one request of its customers: breakfast all day. The new program
need or want. attracted lapsed customers back and increased lunch business.®

Demand Customers’ desires for products coupled Demand for a snappy red BMW convertible includes the people who
with the resources needed to obtain them. want the car minus those who can’t afford to buy or lease one.

Market All the customers and potential customers  The availability of scholarships, government aid, and loans has increased the

Marketplace

who share a common need that can be
satisfied by a specific product, who have
the resources to exchange for it, who are
willing to make the exchange, and who
have the authority to make the exchange.

Any location or medium used to conduct
an exchange.

market for college education as more students can afford an education.

Today the exchange may be face-to-face or through a mail-order catalog,
a TV shopping network, an eBay auction, or a phone app.
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utility
The usefulness or benefit that consumers
receive from a product.

Bryan Bedder/Stringer/Getty Images

For example, you may need transportation but want a new Tesla Model S Performance.
The Tesla Model S Performance will not only get you from point A to point B; it will also go
from 0 to 60 mph in under 3 seconds. Unfortunately, it’s possible that Tesla can’t count you
in their estimates of demand or the size of the market for the Model S because, at around
$90,000, you can’t afford such an expensive car. In that case, you need to check out a differ-
ent marketplace: a used car lot.

Of course, marketplaces continue to evolve. Increasingly consumers, especially younger
ones, would rather rent than purchase the products they use. One of the biggest changes is in
the domain of car sales, which are plummeting among newer drivers. Innovative start-ups like
Zipcar figured out that many people, especially those who live in urban areas, would rather
rent a ride by the hour instead of dealing with the hassles of car loans and hunting for parking
spots. Now the big guys are testing the waters. BMW now wholly owns the DriveNow electric
vehicle car-sharing program and ReachNow, which operates in North American cities.

A second change in the transportation marketplace is ridesharing. Uber, founded in
2009, has become a global phenomenon based on this concept. Uber drivers use their own
cars and work when they want to. Average customers prefer Uber to traditional taxis
because typically the ride is cleaner. Even business travelers are choosing Uber over rentals
and taxis—one study showed that this type of travel made up two-thirds of business
expense receipts for ground transportation in 2017. It’s clear the business is thriving—Uber
gave four billion rides in 2017 alone!’ Lyft, the second largest ride-sharing company, began
doing business as Zimride in 2012.

Millions of enterprising consumers, in turn, are considering joining the
sharing economy by renting out their stuff when they aren’t using it; they’re
offering everything from barbecue grills and power tools to Halloween cos-
tumes and who knows what else on sites like Zilok in France and Craigslist
in the United States. Some analysts refer to this mushrooming trend as col-
laborative consumption.

The sharing economy continues to grow as more and more consumers
have the ability and the preference to rent or borrow goods rather than buy
their own. The sharing economy is estimated to grow from $14 billion in
2014 to $335 billion by 2025.1° This estimate is based on the rapid growth of
Uber and Airbnb as indicators. We’ll talk more about the sharing economy
in Chapters 10 and 11.

Marketing Creates Utility

In the beginning of this chapter, we discussed the definition of market-
ing: “marketing is . . . for delivering value for customers.” Value for con-
sumers is the ratio of benefits to cost (as perceived by the customer) that
motivates purchase. The benefit is some type of utility of goods and ser-
vices as delivered by the four Ps. Thus, utility refers to the usefulness or

benefit customers receive through the product itself, its price, its distri-
bution, and the marketing communications about it. Marketing pro-
cesses create several different kinds of utility to provide value to
consumers:

e Form utility is the benefit marketing provides by transforming raw mate-

Rent the Runway is a service started by two recent business school rials into finished products, as when a dress manufacturer combines silk,

grads. It rents high-end dresses from designers, like Diane von thread, and zippers to create a bridesmaid’s gown.

Furstenberg, for about one-tenth of the cost of buying the same
garment in a store. A woman can rent a dress for four nights; it's
shipped directly to her doorstep, much like a Netflix DVD. The cus-

e Place utility is the benefit marketing provides by making products avail-
able when and where customers want them. The most sophisticated

tomer returns the dress in a prepaid envelope and the rental price evening gown sewn in New York’s garment district is of little use to a
includes the cost of dry cleaning. Place utility at work! bridesmaid in Kansas City if it isn’t shipped to her in time.



e Time utility is the benefit marketing provides
by storing products until they are needed.
Some women rent their wedding gowns in-
stead of buying them and wearing them only
once (they hope!).

e Possession utility is the benefit marketing pro-
vides by allowing the consumer to own (at a
reasonable price), use, and enjoy the product.
The bridal store provides access to a range of
styles and colors that would not be available to
a woman outfitting a bridal party on her own.

As we've seen, marketers provide utility in
many ways. Now, let’s see how customers and oth-
ers “take delivery” of this added value.

Value for Clients and Partners

Marketing doesn’t just meet the needs of customers—
it meets the needs of diverse stakeholders. The
term stakeholders refers to buyers, sellers, or
investors in a company; community residents; and
even citizens of the nations where goods and ser-
vices are made or sold—in other words, any per-
son or organization that has a “stake” in the
outcome. Thus, marketing is about satisfying
everyone involved in the marketing process.

Value for Society at Large

Is it possible to contribute in a positive way to soci-
ety and the Earth and still make a good profit for
stockholders? Target, one of the nation’s largest
retailers, seems to think so. The company
announced in its 2012 corporate responsibility
report that two of its top five priorities are environ-
mental sustainability and responsible sourcing.
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Some SOLO products are made of environmentally preferable materials—Green marketing in action.

stakeholders
Buyers, sellers, or investors in a company;
community residents; and even citizens of the

1.2

OBJECTIVE
Explain the evolution
of the marketing
concept.

When Did Marketing Begin?
The Evolution of a Concept

Now that we have an idea of how the marketing process works, let’s
take a step back and see how this process worked (or didn’t work)
in “the old days.” Although it just sounds like common sense to us,
believe it or not, the notion that businesses and other organizations
succeed when they satisfy customers’ needs actually is a pretty

recent idea. Before the 1950s, organizations only needed to make products faster and

cheaper to be successful. Let’s take a quick look at how the marketing discipline has

developed since then. Table 1.2 tells us about a few of the more recent events in this

marketing history.

nations where goods and services are made or
sold—in other words, any person or
organization that has a “stake” in the
outcome.
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Table 1.2 | Marketing’s “Greatest Hits”

Year

1961
1964
1971
1980
1981
1985
2004
2010

2014

2016
2017

2018

2020

Marketing Event

Procter & Gamble launches Pampers.

Blue Ribbon Sports (now known as Nike) ships its first shoes.

Cigarette advertising is banned on radio and TV.

Ted Turner creates CNN.

MTV begins.

New Coke is launched; old Coke rebranded as Coca-Cola Classic is brought back 79 days later.
Online sales in the U.S. top $100 billion.

Apple launches the iPad; sells 300,000 of the tablets on the first day and 1 million iPads in 28 days—Iess than half of
the 74 days it took to sell 1 million iPhones. Consumers watch more than 30 billion videos online per month.

Facebook spends $2 billion to buy Oculus Rift, a manufacturer of virtual reality headsets, as it signals the next frontier
for social networks.

Microsoft buys LinkedIn for $26.1 billion.

Tax reform makes it less advantageous for U.S. firms to move their operations out of the country, which should be good
news for consumers who like “Made in the USA.”

Coke introduces new flavored (Feisty Cherry, Twisted Mango, Ginger Lime, and Zesty Blood Orange) versions of Diet
Coke in skinny cans.

The murder of George Floyd by a policeman in Minneapolis led people around the globe to protest for equality. Many
Fortune 500 and smaller companies immediately put new policies in place regarding racial and other discrimination
and communicated these significant changes on social media, in email, and on their web pages. Many large and small
companies donated money to organizations fighting racial and other discrimination.

Sources: Patricia Sellers, “To Avoid Trampling, Get Ahead of the Mass,” Fortune, 1994, 201-2, except as noted. Keith Regan, “Report: Online Sales Top
$100 Billion,” June 1, 2004, http://www.ecommercetimes.com/story/34148.html.

The Production Era

We think about the history of marketing as moving through four distinct eras, summarized
in Table 1.3 and briefly described here. Many people say that Henry Ford’s Model T
changed America forever. From the start in 1908, when the “Tin Lizzie,” or “flivver,” as the
T was known, sold for $575, Ford continued to make improvements in production.

production orientation Ford’s focus illustrates a production orientation, which works best in a seller’s market

A management philosophy that emphasizes when demand is greater than supply because it focuses on the most efficient ways to pro-

the most efficient ways to produce and

duce and distribute products.

distribute products.

The Sales Era

When product availability exceeds demand in a buyer’s market, businesses may engage in

selling orientation the “hard sell,” in which salespeople aggressively push their wares. This selling orientation

A managerial view of marketing as a sales means that management views marketing as a sales function, or a way to move products

function, or a way to move products out of
warehouses to reduce inventory.

out of warehouses so that inventories don’t pile up. The selling orientation gained in popu-
larity a short while after World War Il ended and prevailed well into the 1950s. But consum-
ers as a rule don’t like to be pushed, and the hard sell gave marketing a bad image.

Companies that still follow a selling orientation tend to be more successful at making
one-time sales rather than at building repeat business. We are most likely to find this focus
among companies that sell unsought goods—products that people don’t tend to buy without
some prodding. For example, most of us aren’t exactly “dying” to shop for cemetery plots,
so some encouragement may be necessary to splurge on a final resting place. Even in these
categories, however, we still may find that competitors try to stay on top of consumers’
evolving needs. That’s why we see the rise in popularity of eco burials that avoid embalm-
ing and encourage cremation and also online funerals that stream images of the loved one
on the Internet.


http://www.ecommercetimes.com/story/34148.html
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Table 1.3 | The Evolution of Marketing

a
o
=]

Era Description

Consumers have to take whatever is
available; marketing plays a relatively
insignificant role.

Production Era

Vira Honcharenko/Shutterstock

Sales Era When product availability exceeds demand
in a buyer’s market. Management views
marketing as a sales function, or a way to
move products out of warehouses so that

inventories don't pile up.

Businesses engage in the “hard sell,” in
which salespeople aggressively push their
wares.

HitToon/Shutterstock

Firms have a customer orientation that
satisfies customers’ needs and wants.

Relationship Era

DigitalVision Vectors/Getty Image

Triple-Bottom-
Line Era

Business emphasizes the need to maximize
three components:

1. The financial bottom line

2. The social bottom line

wannasak
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3. The environmental bottom line

Inspir

Example

Henry Ford’s Model T sold for less
than $575 and owned 60 percent of
the market.

The selling orientation gained in
popularity after World War Il when
post-war demand had been satisfied
and companies needed to sell more.

Organizations research customer
needs and develop products to meet
the needs of various groups.

Companies try to create financial
profits for stakeholders, contribute
to the communities in which the
company operates, and engage in
sustainable business practices that
minimize damage to the environ-
ment or that even improve it.

The Relationship Era

Zappos is an online retailer whose company-wide goal is to “WOW” customers. Zappos is
one of many firms that have adopted a customer orientation.

JetBlue is another firm known for its customer orientation. From its beginning in
2000, JetBlue’s goal has been to provide features that delight customers and make fly-
ing fun. JetBlue planes offer the most legroom of any economy airline in coach, com-
plimentary high-speed Fly-Fi broadband on every aircraft, free seatback entertainment
at every seat, free snacks and soft drinks, hospitality-trained crewmembers offering
award-winning service, and affordable fares. During the 20 years of JetBlue’s opera-
tion, the airline has received 13 J.D. Power annual awards for highest customer
satisfaction.!!

Following the Sales Era, the world’s most successful firms began to adopt a customer
orientation that provided marketers with a new and important way to outdo the competition—
through satisfying customer needs better than the competition. In this, the Relationship
Era, companies increasingly concentrated on improving the quality of their products. By
the early 1990s, many in the marketing community followed a total quality management
(TQM) approach, which is a management philosophy that involves all employees from the
assembly line onward in continuous product quality improvement. We’ll learn more about
TQM in Chapter 9.

customer orientation
A business approach that prioritizes the
satisfaction of customers’ needs and wants.

total quality management (TQM)
A management philosophy that focuses on
satisfying customers through empowering
employees to be an active part of continuous
quality improvement.
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triple-bottom-line orientation

A business orientation that looks at financial
profits, the community in which the
organization operates, and creating
sustainable business practices.

societal marketing concept

A management philosophy that marketers
must satisfy customers' needs in ways that
also benefit society and deliver profit to the
firm.

sustainability

A design and manufacturing focus that meets
present needs without compromising the ability
of future generations to meet their needs.

green marketing

A marketing strategy that supports
environmental stewardship, thus creating a
differential benefit in the minds of consumers.

accountability

A process of determining just how much value
an organization's marketing activities create
and their impact on the bottom line.

return on investment (ROI)
The direct financial impact of a firm's expenditure
of a resource, such as time or money.

UNDERSTAND THE VALUE PROPOSITION

The Triple-Bottom-Line Era

More recently, organizations began to wake up to the idea that making monetary profit is
important but that there’s more to think about than just the financial bottom line. Instead,
they began to focus on a triple-bottom-line orientation.'? This new way of looking at busi-
ness emphasizes the need to maximize not just one, but three components:

1. The financial bottom line: Financial profits to stakeholders
2. The social bottom line: Contributing to the communities in which the company operates

3. The environmental bottom line: Creating sustainable business practices that minimize
damage to the environment or that even improve it

One result of this new way of long-term thinking is the societal marketing concept. It
states that marketers must satisfy customers’ needs in ways that also benefit society while
they still deliver a profit to the firm. A similar important trend now is for companies to
think of ways to design and manufacture products with a focus on sustainability, which we
define as “meeting present needs without compromising the ability of future generations to
meet their needs.”!® This philosophy is often referred to as “doing well by doing good.”
Many firms, big and small alike, practice sustainability through their efforts that satisfy
society’s environmental and social needs for a cleaner, safer environment.

Bombeas is a good example of a company that was founded on the societal marketing
concept. Socks are the number one most requested item by people without homes. Bombas,
a socially conscious company that got its start on the hit show Shark Tank, was determined
to help solve that problem. The company donates one pair of socks for every pair pur-
chased—resulting in over 8.6 million pairs of socks going to people without homes around
the country.!

Sustainability applies to many aspects of doing business, including social and eco-
nomic practices (e.g., humane working conditions, diplomacy to prevent wars that deplete
food supplies, good atmospheric quality, and of course, the protection of lives). One other
crucial pillar of sustainability is the environmental impact of the product. Green marketing
means developing marketing strategies that support environmental stewardship by creat-
ing an environmentally founded differential benefit in the minds of consumers. Green mar-
keting is one aspect of a firm’s overall commitment to sustainability.

In addition to building long-term relationships and focusing on social responsibility,
triple-bottom-line firms place a much greater focus on accountability—measuring just how
much value an organization’s marketing activities create. This means that marketers at
these organizations ask hard questions about the true value of their efforts and their impact
on the bottom line. These questions all boil down to the simple acronym of ROI (return on
investment), or, specifically for marketing, ROMI (return on marketing investment). Market-
ers now realize that if they want to assess just how much value they create for the firm, they
need to know exactly what they are spending and what the concrete results of their actions
are. You will learn more about ROMI in Chapter 3.

However, it’s not always so easy to assess the value of marketing activities. Many
times, managers state their marketing objectives using vague phrases like “increase aware-
ness of our product” or “encourage people to eat healthier snacks.” These goals are impor-
tant, but their lack of specificity makes it pretty much impossible for senior management to
determine marketing’s true impact. Because management may view these efforts as costs
rather than investments, marketing activities often are among the first to be cut out of a
firm’s budget. To win continued support for what they do (and sometimes to keep their
jobs), marketers in triple-bottom-line firms do their best to prove to management that they
generate measurable value by aligning marketing activities with the firm’s overall business
objectives.!®> Often triple-bottom-line firms include an accounting of the firm’s social bot-
tom line and environmental bottom line as well as the traditional financial bottom line in

the Annual Report for shareholders to see.
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MillerCoors believes that a critical part of implementing accountability
is that finance people respect marketing people for their knowledge and
vice versa. The company has made this possible by developing a closer
bond between the two groups. The CFO and CMO have adjacent offices
and finance people have been dispersed among their marketing
counterparts.16

What’s Next in the Evolution of Marketing?

Although no one can really predict the future, most agree that in the years
ahead we will see an acceleration of the most important factors that market-
ers think about today. These predictions include good content, user-gener-
ated content, branded content, Big Data, mobile marketing, the sharing
economy, artificial intelligence, and corporate citizenship.!” Let’s briefly
dive in and see what these terms mean.

Customers” demand for good content will continue to dominate online
marketing. User-generated content, or consumer-generated content, in
which consumers engage in marketing activities such as creating advertise-
ments, will grow and overtake the importance of branded content. Branded
content has been an important communication strategy for a number of
years. It is produced by a brand and may even indicate the brand is the
sponsor but still presents itself as something other than an attempt to sell a
product. The Lego Movie was a great example of branded content. Despite
the claims that the movie was not created to sell Legos, the company did

PictureLux/The Hollywood Archive/Alamy Stock Photo

have a major say-so in decisions about details of the movie. The Lego brand is a leader in leveraging user-generated content.

Consumers’ use of online reviews, blogs, and social media will require
more than ever that brands create a positive image for every customer and in any place that
the company touches him or her, whether online or offline. All of this means that branding
will increasingly become a two-way conversation, allowing consumers to have a greater
voice. Because this increases the ability of marketers to track consumer behavior, they will
be able to provide a more personalized brand communication experience.

Firms that do well by doing good will become more important than ever. Customers
will continue the current trend of rewarding brands that do good and punishing those that
do not. Corporate citizenship, or corporate social responsibility, refers to a firm’s responsi-
bility to the community in which it operates and to society in general. In the future, good
corporate citizenship will become a major marketing function.

Big Data is the term marketers use to describe the voluminous data that a business gath-
ers daily. The important thing about Big Data is not how much it is or how it’s gathered; it’s
importance is in how it’s used by an organization. Organizations can and should analyze big
data in order to gain insights for decision making. Big Data can help an organization:

¢ Understand why there is a product, pricing, or promotion failure
e Deliver coupons or other sales promotions to individual consumers based on their
captured data

® Develop a new product that meets customer needs

We’ll do a deeper dive into Big Data in Chapter 5.

Mobile marketing, interacting with consumers via mobile phones, tablets, and wearable
screens such as smart watches, will be one of the prime factors in marketing’s future. Not
only will these small screens allow for more personalized relationships with customers, but
the growth of mobile screens in developing countries will exponentially increase the num-
ber of potential customers.

As we discussed earlier in this chapter, the sharing economy is a term used to describe
the peer-to-peer renting and sharing of goods.

user-generated content, or
consumer-generated content
Marketing content and activities created by
consumers and users of a brand such as
advertisements, online reviews, blogs, social
media, input to new product development, or
serving as wholesalers or retailers.

branded content

Marketing communication developed by a
brand to provide educational or entertainment
value rather than to sell the brand in order to
develop a relationship with consumers; may
indicate the brand is the sponsor.

corporate citizenship, or corporate
social responsibility

Refers to a firm's responsibility to the
community in which they operate and to
society in general.
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service-dominant logic

A firm's mindset for understanding the
exchange process, acknowledging that all firms
are service firms and that a firm has more
opportunities with the service-dominant logic.

customer co-creation
The process when a company and their
customers work together to create a product.

Artificial intelligence (Al) allows machines to learn from experience and perform human-
like tasks. Whether you talk about self-driving cars or creating individual ads, with Al, com-
puters can be trained by processing large amounts of data and finding patterns in the data.

Artificial intelligence (AI) allows marketers, whether online or in a physical store, to pro-
vide customers with a satisfactory experience. Many e-commerce marketers expect to increase
AT use by 200 percent in the next year as it is fast becoming the only way to reach consumers.
Al is no longer complex; rather, it now comes standard with the application marketers buy.

The Internet of Things (IoT) is a network of physical objects that use sensors, software,
and connections to exchange and collect data. AI allows machines to learn from experience
and perform human-like tasks.

In the future, customers will expect brand organizations to have a purpose. A purpose
answers the question of why the organization exists and directs all organizational decision
making. An organization uses its purpose to create deeper bonds with their customers, to
articulate the problems it addresses, to do more for their communities, and to have greater
results in the process.!®

The future of marketing undoubtedly involves more customers. It's estimated that
around 3 billion consumers from emerging markets will have access to the Internet by 2022.
It’s also estimated that 20 percent of all retail sales in 2022 will come from buyers who cur-
rently reside in those emerging markets.

Marketing communication will continue to evolve and expand. Today, marketers face an
infinite media market as consumers produce media on their own and make their own rules.

Customer experience (CX or CEX) has become central to marketing. As we said earlier, cus-
tomers don’t buy products anymore. They buy experiences and emotions. Emotional brand-
ing is what makes a business stand out. The most successful brands offer customers real
experiences and emotions. Disneyland and Coca-Cola sell happiness. Adidas and Nike give
you courage to follow your dreams. L'Oréal sells beauty. That’s why people buy these brands.

Social media has enabled the development of influencer marketing. Today, Internet users
trust recommendations from a favorite YouTube creator more than they do marketer-
generated messages."”

We're shifting from goods-dominant logic to service-dominant logic. When we think of
a marketing enterprise, we usually think of a producer of goods. This process has been built
on a goods-dominant logic that focuses on building, exchanging, and destroying (through
use) value. Raw materials, such as iron ore, that are pretty worthless are processed and
eventually become an automobile that is sold to a consumer who drives it until it will be
sold for a lot less than its initial value or it finally dies and is junked.

Today, we are moving from selling goods to offering services. We need also to move to
the service-dominant logic that looks at the exchange of a service rather than value. In the
service-dominant logic, the customer becomes the focus, not the value. Services can be
looked at as getting a job done for a customer, and they require an interaction between the
customer and the service provider.

The service-dominant logic suggests that customers do not buy goods or services.
Rather they buy offerings which provide services and create value. If the job we want done
is transporting us or others from one place to another, we might buy a car or we might use
Uber or Lyft services. We might even pay a subscription fee that enables us to pick a differ-
ent (or the same) car to drive each day from a service provider with a wide range of options.
The advantage of the service-dominant logic is that by focusing on the job to be done, mar-
keters are open to many more opportunities.?’

Co-creation of value occurs when a company and their customer(s) work together to
jointly create a product to suit the customer’s needs. Co-creation is a win-win option. Com-
panies have an opportunity to better understand customers” product desires and needs,
and customers gain a new appreciation for the firm. Co-creation programs and experi-
ments, while still new, have been adopted by major companies, including IKEA, Coke,
Anheuser Busch, Starbucks, Unilever, Lego, and BMW.2!
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1 3 The Value of Marketing and
D the Marketing of Value

We said that marketing is all about delivering value to everyone who is

OBJECTIVE
Understand value

) affected by a transaction. That includes the customer, the seller, and
from the perspectives

society at large.

of c:stomers,d How do customers decide how much value they will get from a pur-
pro. UCers, an chase? One way to look at value is to think of it simply as a ratio of benefits
society.

to costs—that is, customers “invest” their precious time and money to do
business with a firm, and they expect a certain bundle of benefits in return.

Let’s look at value from the different perspectives of the parties that are involved in an
exchange: the customers, the sellers, and society.

Value from the Customer’s Perspective

Think about something you would like to buy—say, a new pair of shoes. You have nar-
rowed the choice down to several options. Your purchase decision no doubt will be affected
by the ratio of costs versus benefits for each type of shoe. When you buy a pair of shoes,
you consider the price (and other costs) along with all the other benefits (utilities) that each
competing pair of shoes provides you.

Marketers communicate these benefits to the customer in the form of a value proposition,
which is a marketplace offering that fairly and accurately sums up the value that the customer
will realize if he or she purchases the product. The value proposition includes the whole bundle
of benefits the firm promises to deliver, not just the benefits of the product itself. For example,
although most people probably won't get to their destination sooner if they drive a BMW ver-
sus a Mercedes-Benz or Audi, many die-hard loyalists swear by their favorite brand.

These archrival brands are largely marketed in terms of their
images—meaning the images their respective marketing communi-
cation firms have carefully crafted for them with the help of slickly
produced commercials, YouTube videos, and millions of dollars.
When you buy a shiny new BMW, you do more than choose a car to
get you around town; you also make a statement about the type of
person you are or wish you were. In addition to providing a luxury
ride or superior maintenance services, that statement also is part of
the value the product delivers to you. The challenge to the marketer

is to create a killer value proposition. A big part of this challenge is
to convince customers that this value proposition is superior to oth-
ers they might choose from competitors.

Value from the Seller’s Perspective

We've seen that marketing transactions produce value for buyers,
but how do sellers experience value, and how do they decide whether
a transaction is valuable? One answer is obvious: They determine
whether the exchange is profitable to them. Has it made money for
the company’s management, its workers, and its shareholders?
That’s an important factor, but not the only one. Just as we can’t
measure the value of an automobile from the consumer’s perspective
only in terms of basic transportation, value from the seller’s perspec-
tive can take many forms. For example, in addition to making a buck
or two, many firms measure value along other dimensions, such as

value proposition

A marketplace offering that fairly and
accurately sums up the value that will be
realized if the good or service is purchased.

Every box is bursting with fun.

A value proposition is about all the benefits a customer receives from a product,

prestige among rivals or pride in doing what they do well. As we said gt just the product’s physical attributes. In this case Lunchables sells food
earlier, online shoe retailer Zappos’s top core value is to “deliver WOW  products, but kids also experience “fun.”

17

Kraft Heinz Company.
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Jeep cultivates its loyal drivers with brandfests that include the Jeep Jamboree, Camp
Jeep, and Jeep 101.

brandfests
Events that companies host to thank
customers for their loyalty.

competitive advantage

A firm’s edge over its competitors that allows
it to have higher sales, higher profits, and
more customers and enjoy greater success
year after year.

distinctive competency
A superior capability of a firm in comparison
to its direct competitors.

through service" and JetBlue’s is to "delight the customer.”
Some organizations by definition don’t even care about mak-
ing money, or they may not even be allowed to make money.
Not-for-profits like Greenpeace, the Smithsonian Institution, or
National Public Radio regard value in terms of their ability to
motivate, educate, or delight the public.

In recent years, many firms have transformed the way they
do business. They now regard consumers as partners in the
transaction rather than as passive “victims.” That explains why
it’s becoming more common for companies to host events
(sometimes called brandfests) to thank customers for their loy-

alty. For example, Jeep builds strong bonds with its Jeep 4 x 4
owners when it holds several off-road adventure weekends
every year. These Jeep Jamborees are where other Jeep owners
get to challenge the limits of their 4 x 4s on off-road trails and
commune with fellow brand loyalists.”* Another example of a
popular brandfest is the Sam Adams OctoberFest. For those of you who enjoy Octoberfest in
your community, you might be interested to know that Octoberfest began in Munich, Germany,
when the Crown Prince’s wedding was celebrated with a 16-day party and mérzen beer.?
Jeep’s cultivation of its 4 x 4 enthusiasts and Sam Adams’ OctoberFest reflect an impor-
tant lesson the company understands very well: It is more expensive to attract new customers
than it is to retain current ones. This notion has transformed the way many companies do
business, and we’ll repeat it several times in this book. However, there is an important
exception to the rule: In recent years, companies have been working harder to calculate the
true value of their relationships with customers by asking, “How much is this customer
really worth to us?” Firms recognize that it can be costly in terms of both money and human
effort to do whatever it takes to keep some customers loyal to the company. Often these
actions pay off, but there are cases in which keeping a customer is a losing proposition.
The concept described above of calculating the customer lifetime value (CLV) is very
important in marketing. To calculate CLV, companies first estimate the amount the person
will spend year after year and then subtract what it will cost to gain the customer and to
retain the relationship for the period of years they expect the customer to continue to buy
from them. You will read more about CLV and other important metrics later on in Chapter 5.

Provide Value through Competitive Advantage

Firms of all types seek to gain a competitive advantage—an edge over their competitors
that allows them to have higher sales, higher profits, more customers—in short, to enjoy
greater success year after year. In general, a competitive advantage comes from either a cost
advantage or a differential advantage. A firm has a cost advantage when the firm can produce
a good or service at a lower cost than competitors and thus charge customers a lower price.
A differential advantage means that the firm produces a product that differs significantly
from competitors” products and customers see the product as superior.

How does a firm go about creating a competitive advantage? The first step is to iden-
tify what it does really well. A distinctive competency is a firm’s capability that is superior
to that of its competition. For example, Coca-Cola’s success in global markets—Coke com-
mands nearly 50 percent of the world’s soft-drink business—is related to its distinctive
competencies in distribution and marketing communications. Coke’s global distribution
system got a jump on the competition during World War II, when Coke partnered with the
military to make sure every soldier had access to its soft drink. The military actually paid
for the transportation of Coca-Cola and helped the company to build bottling plants to
keep the troops happy.?* Coke’s skillful marketing communications program, a second dis-
tinctive competency, has contributed to its global success. Coke doesn’t just market a bever-
age; it sells “happiness.”
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table 1.4 | HOw Firms Achieve a Competitive Advantage with a Distinctive

Competency?®
Company Distinctive Competency Differential Benefit Competitive Advantage
Coca-Cola Distribution and marketing Convenience and brand awareness Other soft drinks are unable to take loyal
communications for customers all over the world customers away from Coke. Coca-Cola
has more than 50 percent of the world
soft-drink market.
Apple Product quality and design Easy access to cutting-edge Apple’s sales of its Mac computer
technology increased 28.5 percent as the overall
market for PCs decreased.
JetBlue Airlines Customer service A fun flight without any unpleasant JetBlue has been ranked first in customer
surprises satisfaction by JD Powers for 13 years.
Amazon.com Fulfillment and distribution Availability, convenience, ease of Fifty-five percent of consumers search
access, its customer-friendly services Amazon first. Worldwide, it has 6.4
and policies, and an extremely varied  percent of e-commerce and a 20 percent
selection of products provided annual growth rate since its founding.
through third-party sellers
Starbucks Product quality Customer satisfaction Starbucks has just under 33 percent of

the market share in its industry.

The second step to develop a competitive advantage is to turn a distinctive compe-
tency into a differential benefit—value that competitors don’t offer and that customers
want. Differential benefits set products apart from competitors’ products by providing
something unique that customers want, that is the competitive advantage. Differential ben-
efits provide reasons for customers to pay a premium for a firm’s products and exhibit a
strong brand preference. For many years, loyal Apple computer users benefited from supe-
rior graphics capability compared to their PC-using counterparts. Later, when PC manufac-
turers caught up with this competitive advantage, Apple relied on its inventive product
designers to create another differential benefit—futuristic-looking computers in a multi-
tude of colors. This competitive advantage even tempted many loyal PC users to take a bite
of the Apple (see Table 1.4). Apple’s distinctive competency is product design as seen in the
futuristic look of its computers. This distinctive competency has been continued in the
design of its phones and other products, making them leaders in the markets of the world.

Add Value through the Value Chain

Many different players—both within and outside a firm—mneed to work together to create
and deliver value to customers. The value chain is a useful way to appreciate all the players
that work together to create value. This term refers to a series of activities involved in
designing, producing, marketing, delivering, and supporting any product. In addition to
marketing activities, the value chain includes business functions such as human resource
management and technology development.?®

The value chain concept reminds us that every product starts with raw materials, such as
iron ore or crude oil, that are of relatively limited value to the end customer. Each link in the
chain has the potential to either add or remove value from the product the customer eventu-
ally buys. The successful firm is the one that can perform one or more of these activities better
than other firms; this is its distinctive competency and thus provides an opportunity to gain a
competitive advantage. The main activities of value chain members include the following:

o Inbound logistics: Bringing in materials or component parts necessary to make the product
e Operations: Converting the materials into another form or the final product

® Outbound logistics: Shipping out the final product

e Marketing: Promoting and selling the final product

® Service: Meeting the customer’s needs by providing any additional support required

differential benefit

Properties of products that set them apart
from competitors’ products by providing
unique customer benefits.

value chain

A series of activities involved in designing,
producing, marketing, delivering, and
supporting any product. Each link in the chain
has the potential to either add or remove
value from the product the customer
eventually buys.
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Figure 1.2 Snapshot| Apple’s Value Chain

Apple’s value chain includes inbound logistics, operations, outbound logistics, marketing and sales, and service.

(PortalPlayer)

¢ Flash memory chip
(Sharp Electronics Corp.)

e Stereo digital-to-analog
converter (Wolfson
Microelectronics Ltd.)

e Firewire interface controller
(Texas Instruments)

e Engineering
and production

Inbound . Outbound Marketing .
Logistics Operations Logistics and Sales service
e Planar lithium e Consumer e Trucking e Advertising e Computer
battery (Sony) research companies e Social media technicians
e Hard drive (Toshiba) e New product * \Wholesalers and other
e MP3 decoder and development  Retailers forms of
controller chip team marketing

communication
e Sales force

Source: Based on information from Erik Sherman, “Inside the Apple iPod Design Triumph,” May 27, 2006, http://www.designchain.com/

coverstory.asp?issue=summer02.

To better understand the value chain, consider a new iPad you buy at your local Apple

store. Do you think about all the people and steps involved in designing, producing, and

delivering that product to the store? And there are other people who create brand advertis-

ing, who conduct consumer research to figure out what people like or dislike about their

small tablet, and who make the box it comes in or the packaging that keeps the unit from

Figure 1.3 Process | Create and Deliver Value

This book is organized around the sequence of steps necessary to ensure
that the appropriate value exchange occurs and that both parties to the
transaction are satisfied. Each step corresponds to one of the book’s four
parts.

Understand the Value Proposition
(Part One)

Y

Determine the Value Propositions
Different Customers Want

(Part Two)

Y

Develop the Value Proposition for
the Customer

(Part Three)

Y

Deliver and Communicate the
Value Proposition

(Part Four)

Process

being damaged in shipment. Without these people, there simply
would be no iPad—only a box of raw materials and parts.

As Figure 1.2 shows, all these activities and companies
belong to Apple’s value chain. This means that Apple must make
a lot of decisions. What electronic components will go into its
music players? What accessories will it include in the package?
What trucking companies, wholesalers, and retailers will deliver
the iPods to stores? What service will it provide to customers
after the sale? And what marketing strategies will it use? In some
cases, members of a value chain will work together to coordinate
their activities to be more efficient and thus create a competitive
advantage.

We've organized this book around the series of steps in the
marketing process. Each of these steps is essential to ensuring
that the appropriate value exchange occurs and that both parties
to the transaction are satisfied—making it more likely they’ll
continue to do business in the future. Figure 1.3 shows these
steps. Basically, we're going to learn about what marketers do as
a product makes its way through the firm’s value chain, from
obtaining the raw materials and component parts to producing
the product to delivery into the customer’s hands.

We'll start in Part 1 with a focus on how companies plan for
success with global and ethical marketing strategies. In Part 2,
we’ll see how research and Big Data help marketers understand
and meet the different needs of different customers. Then Part 3
takes a look at how firms decide to “position” the product in the
marketplace, including choices about what it should look like,
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how its value should be communicated to customers, and
how much to charge for it. As we reach the end of our market-
ing journey in Part 4, we'll talk about how the product gets
delivered and promoted to consumers.

Consumer-Generated Value: From Audience to
Community

As we discussed earlier, one of the most exciting changes in the
world of marketing is that everyday people actually generate
value instead of just buying it; consumers are turning into
advertising directors, retailers, and new-product-development
consultants. They create their own ads (some flattering, some
not) for products and post them on sites like YouTube. They
buy and sell merchandise ranging from Beatles memorabilia to

design new advertising, and customize their own unique ver-

sions of products on websites. Some even proudly announce the latest stuff they’ve bought in
“haul videos” they shoot and post on YouTube (if you don’t believe us, just search for “haul
videos” and see how many people take the time to do this).

These profound changes mean that marketers must adjust their thinking about cus-
tomers: They need to stop thinking of buyers as a passive audience and start thinking of
them as a community that is motivated to participate in both the production and the con-
sumption of what companies sell. They also are part of the brand communication process
as they create their own videos, provide product reviews, and participate in blogs. Some
examples of this consumer-generated content include:

* Loews Hotels opted to use photos of actual guests in their marketing instead of hiring
actors. They began the process by looking through Instagram photos that their guests
had already shared. This inspiration turned into the #TravelForReal campaign where
they invited real travelers to capture the essence of each hotel. They collected these
photos and used them on their website, social media outlets, and more with the tagline

“Nobody tells our story better than you.”?”

e Calvin Klein asked its customers to fill in the blank: “I

in #MyCalvins.” In
no time, nearly 200,000 photos had been posted with the hashtag to Instagram.
The brand also earned millions of new followers across Facebook, Instagram, and
Twitter. Ultimately, they set up a photo gallery that swelled to 4.5 million interac-
tions in four months.?8

e For a decade, Doritos cashed in on its “Crash the Super Bowl” contest, where fans
submitted their best 30-second commercials. The winning commercial (as voted on by
fans) was aired during the Super Bowl game, and the winner not only received brag-
ging rights but also took home a cool $1 million.”

Consumer-Generated Value: Social Networking

In the 1990s, the Internet (Web 1.0) was typified by static content provided by a site’s cre-
ator. Businesses and institutions permitted little consumer involvement on websites.*
These commercially and technically based organizations created sites that were crude, sim-
ple, and designed to accomplish one specific function. Later, Web 2.0 offered marketers
two-way communication through social networking sites such as Facebook. People wrote
blogs and e-commerce expanded.

With the web, consumers create value through social media, which are Internet-based plat-
forms that allow users to create their own content and share it with others who access their

Aleksandr Davydov/Alamy Stock Photo

] ) Consumers generate value through social media—creating their own content and
washing machines (to body parts, but that’s another story) on  gharing it with others. Haul videos allow users to share their shopping “hauls” with
eBay. They share ideas for new styles with fashion designers, their followers.

haul videos
Videos consumers post on YouTube that detail
the latest stuff they bought.

Web 1.0

The beginning phase of the Internet that
offered static content provided by the owner
of the site.

Web 2.0

The second generation of the World Wide Web
that incorporated social networking and user
interactivity via two-way communication.
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On the Internet, almost anyone can be a celebrity. Liza Koshy began her career on Vine
before starting her YouTube channel, which has more than 17 million subscribers. She
has had various acting roles, hosted shows, and won many awards, including a Kids’

Choice Award.

social networking platforms

Online platforms that allow a user to
represent himself or herself via a profile on a
website and provide and receive links to other
members of the network to share input about
common interests.

recommendation engine

Computer system that has access to
customers’ former shopping behavior in order
to make a recommendation for future
purposes.

folksonomy

A classification system that relies on users
rather than preestablished systems to sort
contents.

wisdom of crowds

Under the right circumstances, groups are
smarter than the smartest people in them,
meaning that large numbers of consumers can
predict successful products.

crowdsourcing

A practice where firms outsource marketing
activities (such as selecting an ad) to a
community of users.

sites. Social media include, among others, social networks,
such as Facebook and Twitter, and product review sites, such
as TripAdvisor. On social networking platforms, a user posts a
profile on a website and he or she provides and receives links
to other members of the network to share input about common
interests. The odds are that you and most of your classmates
checked Snapchat before (or during?) class today.

Social media platforms like this are very hot today; more
and more advertisers realize that these sites are a great way to
reach an audience that tunes in regularly and enthusiastically
to catch up with friends, check out photos of what they did at
that outrageous party Saturday night (ouch!), proclaim opin-
ions about political or social issues, or share discoveries of new
musical artists.>! They share several important characteristics:

¢ They improve as the number of users increases. For
example, Amazon’s ability to recommend books, mov-
ies, concerts, and other items for sale to you, a process
that uses Al and recommendation engines, is based on
what other people with similar interests have bought. The recommendations get better
as it tracks more and more people who enter search queries.

¢ Their currency is eyeballs. Google makes its money by charging advertisers according
to the number of people who see their ads after they type in a search term.

¢ They are version free and in perpetual beta. Unlike static websites or books, content
is always a work in progress. Enthusiastic users who serve as volunteer editors con-
stantly update Wikipedia, the online encyclopedia, and “correct” others’ errors.

¢ They categorize entries according to folksonomy rather than “taxonomy.” In other
words, sites rely on users rather than preestablished systems to sort contents. Listeners
at Pandora create their own “radio stations” that play songs by artists they choose as
well as other similar artists.>?

This last point highlights a key change in the way some new media companies
approach their businesses: Think of it as marketing strategy by committee. The wisdom of
crowds perspective (from a book by that name) argues that under the right circumstances,
groups are smarter than the smartest people in them. If this is true, it implies that large
numbers of (nonexpert) consumers can predict successful products.>* Marketers rely on
crowdsourcing when they outsource marketing activities to a large group of people, often
through a social networking community. For example, Lego offers up its Lego CUUSOO
crowdsourcing platform to solicit product and concept ideas from fans. The company peri-
odically reviews the ideas that garner 10,000 supporters to see which ones might merit the
chance to become a real Lego product, such as the Voltron — Defender of the Universe set, and
“winners” earn 1 percent of the profits on net sales.>* We'll talk more about crowdsourcing
in Chapter 13.

Value from Society’s Perspective

Every company’s activities influence the world around it in ways both good and bad.
Therefore, we must also consider how marketing transactions add or subtract value
from society. In many ways, we as consumers are at the mercy of marketers, because we
trust them to sell us products that are safe and perform as promised. We also trust them
to price and distribute these products fairly. Conflicts often arise in business when the
pressure to succeed in the marketplace provokes dishonest business practices; the huge
failure of major financial services organizations like AIG and Goldman Sachs is a pain-
ful case in point.
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Companies usually find that stressing ethics and social responsibility also is good busi-
ness. The Internet and social media mean that consumers communicate about unsafe or
faulty products, bad service, or scams. Some find this out the hard way:

The U.S. Environmental Protection Agency accused Volkswagen AG of using software
to make 482,000 Volkswagen diesel-powered cars appear cleaner than they were. After first
denying the accusation, Volkswagen later admitted to the charge. VW stock lost a third of
its value in one day, and the company eventually paid over $15 billion to settle lawsuits.

In a similar FTC finding, Lumos Labs, the maker of the Luminosity brain training pro-
gram, had to pay $2 million in redress. The company claimed that the Luminosity games
helped users perform better in school or work and reduce cognitive deterioration with age
without any scientific evidence.®

In 2019, Anheuser-Busch InBev was forced to remove “no corn syrup” from its adver-
tising and packaging of Bud Light.3

The Dark Side of Marketing and Consumer Behavior

For some—hopefully not many and hopefully not you after you read this book—marketing
is a four-letter word. Whether intentionally or not, some marketers do violate their bond of
trust with consumers, and unfortunately the “dark side” of marketing often is the subject of
harsh criticism.” In some cases, these violations are illegal, such as when a retailer adopts a
“bait-and-switch” selling strategy, luring consumers into the store with promises of inex-
pensive products with the sole intent of getting them to switch to higher-priced goods.

In other cases, marketing practices have detrimental effects on society even though
they are not actually illegal. Some alcohol and tobacco companies advertise in neighbor-
hoods where abuse of these products is known to be a big problem. Others sponsor com-
mercials that depict groups of people in an unfavorable light or sell products that encourage
antisocial behavior. An online game based on the Columbine High School massacre drew
criticism from some who say it trivializes the actions of the two teen killers. We'll talk more
about marketing ethics in Chapter 2.

Despite the best efforts of researchers, government regulators, and concerned industry
people, sometimes consumers” worst enemies are themselves. We tend to think of ourselves
as rational decision makers, calmly doing our best to obtain products and services that will
maximize our health and well-being and that of our families and society. In reality, however,
our desires, choices, and actions often result in negative consequences to ourselves and the
society in which we live. Some of these actions are relatively harmless, but others have more
onerous consequences. Some harmful consumer behaviors, such as excessive drinking or
cigarette smoking, stem from social pressures, and the cultural value that people place on
money encourages activities such as shoplifting or insurance
fraud. Exposure to unattainable ideals of beauty and success
can create dissatisfaction with the self. Let’s briefly review
some dimensions of the “dark side” of consumer behavior:

Addictive consumption: Consumer addiction is a physiologi-
cal or psychological dependency on goods or services. These
problems, of course, include alcoholism, drug addiction, and
cigarettes, and many companies profit from addictive products
or by selling solutions. More recently, as we’ve already seen,
many have become concerned about small-screen addiction.
Although most people equate addiction with drugs, consumers
can use virtually anything to relieve (at least temporarily) some
problem or satisfy some need to the point that reliance on it
becomes extreme. “Shopaholics” turn to shopping much the

1.38

way addicted people turn to drugs or alcohol.”® Numerous

consumer addiction

A physiological or psychological dependency

on goods or services, including alcohol, drugs,
cigarettes, shopping, and use of the Internet.

) ) ) Internet overuse or addiction is a growing problem around the world. The South Korean
treatment centers in China, South Korea, and Taiwan (and now  government is concerned about teens who log a huge amount of hours in Internet

a few in the U.S. also) deal with cases of Internet or small-screen  “bangs” where they play videogames for hours on end.

Jean Chung/Bloomberg/Getty Images
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anticonsumption
The deliberate defacement of products.

addiction—some hardcore gamers have become so hooked that they literally forget to eat or
drink. There is even a ChapStick Addicts support group with approximately 250 active
members!®

Illegal activities: The cost of crimes that consumers commit against businesses has been
estimated at more than $40 billion per year. A survey the McCann-Erickson advertising

agency conducted revealed the following tidbits:*’

* Ninety-one percent of people say they lie regularly. One in three fibs about their
weight, one in four fudges their income, and 21 percent lie about their age. Nine per-
cent even lie about their natural hair color.

e Four out of 10 Americans have tried to pad an insurance bill to cover the deductible.

¢ Nineteen percent say they’ve snuck into a theater to avoid paying admission.

e More than three out of five people say they've taken credit for making something
from scratch when they have done no such thing. According to Pillsbury’s CEO, this
“behavior is so prevalent that we’ve named a category after it—speed scratch.”

Anticonsumption: Some types of destructive consumer behavior are anticonsumption,
when people deliberately deface or otherwise damage products. This practice ranges from
relatively mild acts, like spray-painting graffiti on buildings and subways, to serious inci-
dences of product tampering or even the release of computer viruses that can bring large
corporations to their knees.

1 4 Marketing as a Process
el

Our definition of marketing also refers to processes. This means that
OBJECTIVE marketing is not a one-shot operation. When it’s done right, marketing

Explain the basics of is a decision process in which marketing managers determine the strat-

market planning. egies that will help the firm meet its objectives and then execute those

strategies using the tools they have at their disposal. In this section,
we’ll look at how marketers make business decisions and plan actions and the tools they
use to execute their plans. We’ll build on this brief overview in Chapter 3.

A big part of the marketing process is market planning, where we think carefully and
strategically about the “big picture” and where our firm and its products fit within it. The
first phase of market planning is to analyze the marketing environment. This means under-
standing the firm’s current strengths and weaknesses by assessing factors that might help
or hinder the development and marketing of products. The analysis must also take into
account the opportunities and threats the firm will encounter in the marketplace, such as
the actions of competitors, cultural and technological changes, and the economy.

Firms (or individuals) that engage in market planning ask questions like these:

* What product benefits will our customers look for in three to five years?

e What capabilities or distinctive competencies does our firm have that set it apart from
the competition?

e What additional customer groups might provide important market segments for us in
the future?

¢ How will changes in technology affect our production process, our communication
strategy, and our distribution strategy?

e What changes in social and cultural values are occurring now that will impact our
market in the next few years?

e How will customers’ awareness of environmental issues affect their attitudes toward
our manufacturing facilities?

¢ What legal and regulatory issues may affect our business in both domestic and global
markets?
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Answers to these and other questions provide the foundation for developing an orga-
nization’s marketing plan. This is a document that describes the marketing environment,
outlines the marketing objectives and strategy, and identifies who will be responsible for
carrying out each part of the marketing strategy. Marketing plans will be discussed in full
detail in Chapter 3—in fact, in that chapter you will learn about the basic layout and con-
tent of a marketing plan. A major marketing decision for most organizations is which
products to market to which consumers without simultaneously turning off other con-
sumers. Some firms choose to reach as many customers as possible, so they offer their
goods or services to a mass market that consists of all possible customers in a market mass market
regardless of the differences in their specific needs and wants. Market planning then  All possible customers in a market, regardless

becomes a matter of developing a basic product and a single strategy to reach everyone. of the differences in their specific needs and

Although this approach can be cost effective, the firm risks losing potential customers wants
to competitors whose marketing plans instead try to meet the needs of specific groups
within the market. A market segment is a distinct group of customers within a larger mar- market segment
ket who are similar to one another in some way and whose needs differ from other custom- A distinct group of customers within a larger

market who are similar to one another in
some way and whose needs differ from other
customers in the larger market.

ers in the larger market. For example, automakers such as Ford, General Motors, and BMW
offer different automobiles for different market segments. Depending on its goals and
resources, a firm may choose to focus on one or on many segments. A target market is the
segment(s) on which an organization focuses its marketing plan and toward which it
directs its marketing efforts. Marketers develop positioning strategies to create a desired
perception of the product in consumers” minds in comparison to competitors” brands. We’ll
learn more about these ideas in Chapter 7.

As marketers plan their strategies for the future, it is good to remember that marketing
is not static but has changed greatly, even in your lifetime. And it will continue to change.
To be successful, marketers need to be ready for disruptions, see them as opportunities, and
respond accordingly.

Disruptive Marketing

In this chapter, we’ve provided an introduction and an overview of marketing. We dare not

finish this chapter, however, without talking about disruptive marketing. Many experts disruptive marketing

believe that disruptive marketing is the only way to stay in business for the long term. A process whereby marketers, by
understanding customer needs and identifying
what is missing, step “outside the box” to

displace something well established, such as
customer and stepping outside the box. Disruptive marketing means turning the existing filling a need with a totally new product.

So what is disruptive marketing? Disruptive marketing requires that marketers must
first understand the consumer, identifying what is missing in the marketplace to satisfy the

marketing rules upside down, changing how customers think not only of your company
and brand but of the industry as a whole. Harvard Business Review defined disruptive mar-
keting as “a process whereby a smaller company with fewer resources is able to success-
fully challenge established incumbent businesses.”*!

Disruptive marketing displaces something that is well established, like filling a need
with a totally new product that the existing product was not able to fill. It’s about doing
something risky and new in marketing your brand. If other brands try to do the same thing,
they will be dismissed by the consumer.

Perhaps the best way to understand disruptive marketing is to look at some examples
of disruptive marketing, both historical and recent.

Was the first automobile a market disruption? Not really, because early automobiles
were very expensive and only a few could afford them. Ford’s Model T, however, did create
a market disruption because it made automobiles affordable for thousands of people. It
replaced the horse and buggy, turning an industry on its head.

The Adidas Group recognizes that sustainability is gaining in importance and consum-
ers are willing to pay more for brands which do provide sustainable alternatives to other
brands. To this end Adidas introduced the UltraBOOST running shoe made from 11 plastic
bottles gathered from the ocean. Reebok, another Adidas Group brand, has developed its



26 PART ONE

UNDERSTAND THE VALUE PROPOSITION

first plant-based sneaker, Forever Floatride GROW, made with castor beans, algae, eucalyp-
tus trees and natural rubber.

Microsoft introduced its new Xbox Adaptive Controller designed to “level the playing
field” for all gamers. It is especially designed to meet the needs of gamers with limited
mobility.

Stay alert for what disruptive marketing will enter the market next.*?

1 5 Brand You: A Framework for
o Managing Your Career

We'd like to introduce you to Taylor. Taylor is an undergraduate busi-

OBJECTIVE
Understand how to
increase your chances
of getting a great first
job and having a
successful career by
using the marketing
process to create a
personal brand.

ness student. Well-meaning people keep asking Taylor what he plans
to do when he graduates. Taylor has no idea; it's a bit embarrassing.
Taylor is now thinking about his career after graduation and maybe
an internship before he graduates. But just thinking isn’t getting him
there. He knows he needs help.

In his marketing class, he heard about “Brand You” and immedi-
ately knew this was exactly what he needs to do. He is happy that he
finally has a path that he believes will allow him to have the intern-
ship and career he wants.

What is the most important brand you will ever market? It’s Brand YOU!

If you're one of those people who cringes whenever someone asks, “What do you want
to do when you graduate?” . ..

If you're someone who has several ideas about an internship that you might enjoy but
aren’t sure of any one . . .

Or if you have an idea of what you want to do in your career but have no clue how to
get ajob in that area . ..

Brand You is for you!

Brand You is a process, using the same tools marketers have used to create Nike and
Starbucks and Apple, to create a personal brand. Your brand will help you present yourself
to employers as a top candidate when you seek internships and jobs during college.

Developing a great brand doesn’t happen overnight. It is a process. In that process,
marketers must identify the needs of the target market, create a product that provides value
for customers, price it, and deliver compelling messages that convince consumers to try the
product. In going through the process, you have the opportunity to discover what makes
you unique and what benefits you can offer an employer, your customer.

Starting the Brand You Process

The journey of developing your personal brand will help you answer many key questions,
such as: Do you know what kind of job you want? Have you thought about the kind of com-
pany where you’d enjoy working? Do you know what steps to take to prepare for your field?
Have you even thought about your future in terms of a career as opposed to what job you
want when you graduate? Reading and working through the marketing strategies for Brand
You can lead you to courses that teach the needed skills to increase your value to employers.
And, of course, these same marketing strategies will help you succeed whenever you search
for work—you'll be able to communicate your value with a clear, dynamic message.

If you think you don’t need to create a personal brand because you're not a marketing
major, think again. No matter what type of career you want, creating your personal brand
will help you manage that career. A personal brand will help you determine who you are
and what you want to do. It prepares you to effectively communicate to a prospective
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employer why he or she should choose you for the job. A personal brand can help distin-
guish you from other job candidates, whether you're applying for a job in accounting, oper-
ations, human resources, sales, or any other area.

Whether you are graduating during a period of economic prosperity or recession, there
are always some companies hiring and some good jobs. And new job titles are created
every day. Just imagine the new jobs that will appear during the next decade. If you are
likely to enter the job market when the economy is down, it is more important than ever
that you begin now working to create and market a great Brand You. Although you can’t
make any assumptions about job retention, you will still have security—the security that
comes from being a career activist, security you create by constantly scanning the horizon
for new opportunities to add value.

Applying Marketing Concepts to Brand You

Developing a brand identity is only the first step. Once a brand has been created, it needs to
be marketed. Here are three ways marketing concepts apply to your own personal brand:

Marketing is about meeting needs. That means that you have to figure out what kind
of employer you want to work for and what skills and knowledge are needed for a
position with that employer. Jobs exist because employers need people who accom-
plish tasks and solve problems.

Marketing is about creating utility. The goal of your personal brand is communicat-
ing to prospective employers that your skills and knowledge will be useful to them,
that is, will meet their needs. To communicate utility, marketers develop a wvalue
proposition—a statement that sums up the value the customer will realize if he or she
buys the product. Brand You will guide you in developing your own personal value
proposition tailored to the wants and needs of the employers you're targeting.

Marketing is about exchange relationships. In marketing a good or service, an ex-
change relationship exists when the marketer exchanges the good or service for some
amount of money. Work is the ultimate exchange relationship—you exchange your
skills for learning opportunities and compatible work arrangements as well as finan-
cial rewards.

Taylor now understands some of the benefits of a personal brand and is ready to
start the process. He hopes that through the process he will find answers to ques-
tions such as: What kind of job do I want? What kind of company do I want to
work for? And too, Taylor knows that to get the great job he wants, he needs to dif-
ferentiate himself and set himself apart from all the other recent graduates trying
to land the same job.

Objective Summaries and Key Terms

Organizations that seek to ensure their long-term profitability

1.1 Objective Summary

Explain what marketing is, the marketing mix,
what can be marketed, and the value of
marketing.

Marketing is the activity, set of institutions, and processes for
creating, communicating, delivering, and exchanging offerings
that have value for customers, clients, partners, and society at
large. Therefore, marketing is all about delivering value to stake-
holders, that is, to everyone who is affected by a transaction.

by identifying and satisfying customers’ needs and wants adopt
the marketing concept.

The marketing mix includes product, price, place, and
promotion. The product is what satisfies customer needs. The
price is the assigned value or amount to be exchanged for the
product. The place or channel of distribution gets the product
to the customer. Promotion is the organization’s efforts to per-
suade customers to buy the product.

Any good, service, or idea that can be marketed is a prod-
uct, even though what is being sold may not take a physical
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form. Consumer goods are the tangible products that consum-
ers purchase for personal or family use. Services are intangible
products that we pay for and use but never own. Business-to-
business goods and services are sold to businesses and other
organizations for further processing or for use in their business
operations. Not-for-profit organizations, ideas, places, and
people can also be marketed.

Marketing provides value for customers when they prac-
tice the marketing concept and focus on identifying and sat-
isfying customer needs. Marketing provides form, place, time,
and possession utility. In addition, marketing provides value
through satisfying the needs of diverse stakeholders, society,
and the earth.

Key Terms

consumer

customer experience (CX or CEX)

marketing

marketing mix

four Ps

product

promotion

place

channel of distribution

price

exchange

consumer goods

services

business-to-business marketing

industrial goods

e-commerce

not-for-profit organizations, or nongovernmental
organizations (NGOs)

marketing concept

need

want

benefit

demand

market

marketplace

utility

stakeholders

1.2 Objective Summary

Explain the evolution of the marketing concept.

Early in the 20th century, firms followed a production orienta-
tion in which they focused on the most efficient ways to pro-
duce and distribute products. Beginning in the 1930s, some
firms adopted a selling orientation that encouraged salespeople
to aggressively sell products to customers. In the 1950s, orga-
nizations adopted a customer orientation that focused on
customer satisfaction. This led to the development of the mar-
keting concept. Today, many firms are moving toward a triple-
bottom-line orientation that includes a commitment to quality
and value and a concern for both economic and social profit
while protecting the environment. The societal marketing con-
cept maintains that marketers must satisfy customers’ needs in

ways that also benefit society while still delivering a profit to the
firm. Similarly, companies think of ways to design and manufac-
ture products with a focus on sustainability, or “doing well by
doing good.” Experts believe marketing will continue to change
with greater use of good content, Big Data, mobile marketing,
metrics and accountability, customer interaction, and corporate
citizenship.

Key Terms

production orientation

selling orientation

customer orientation

total quality management (TQM)

triple-bottom-line orientation

societal marketing concept

sustainability

green marketing

accountability

return on investment (ROI)

user-generated content, or consumer-generated content

branded content

corporate citizenship, or corporate
social responsibility

service-dominant logic

customer co-creation

1.3 Objective Summary

Understand value from the perspectives of
customers, producers, and society.

Value is the benefits a customer receives from buying a good
or service. Marketing communicates these benefits as the
value proposition to the customer. For customers, the value
proposition includes the whole bundle of benefits the product
promises to deliver, not just the benefits of the product itself.
Sellers determine value by assessing whether their transactions
are profitable, whether they are providing value to stakehold-
ers by creating a competitive advantage, and whether they are
providing value through the value chain. Customers gener-
ate value when they turn into advertising directors, retailers,
and new-product-development consultants, often through
social networking using social media. Society receives value
from marketing activities when producers stress ethics and
social responsibility. Criticisms of both marketing and con-
sumer activities may be valid in a few instances, but most are
unfounded.

Key Terms

value proposition
brandfests
competitive advantage
distinctive competency
differential benefit
value chain

haul videos

Web 1.0
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Web 2.0

social networking platforms
recommendation engine
folksonomy

wisdom of crowds
crowdsourcing

consumer addiction
anticonsumption

1.4 Objective Summary

Explain the basics of market planning.

The strategic process of market planning begins with an
assessment of factors within the organization and in the
external environment that could help or hinder the develop-
ment and marketing of products. On the basis of this analysis,
marketers set objectives and develop strategies. Many firms
use a target marketing strategy in which they divide the over-
all market into segments and then target the most attractive
one(s). Then they design the marketing mix to gain a competi-
tive position in the target market.

Key Terms

mass market
market segment
disruptive marketing

1.5 Objective Summary

Understand how to increase your chances of get-
ting a great first job and having a successful career
by using the marketing process to create a personal
brand.

Brand You is a process to create a personal brand that will help

you present yourself to employers when you seek an intern-

ship as a student or a job when you graduate. Brand You strat-

egies are not just for marketing majors. No matter what type

of career you want, a personal brand can set you apart from

other job candidates and will help you manage that career.
Three marketing concepts apply to your personal brand:

e Marketing is about meeting needs.

e Marketing is about creating utility.

e Marketing is about exchange relationships.

Chapter Questions and Activities

Concepts: Test Your Knowledge

1-1. Briefly explain what marketing is.
1-2. List and describe the four Ps of the marketing mix.

1-3. Define the terms consumer goods, services, and indus-
trial goods. What do we mean by marketing ideas,
people, and places?

1-4. What is user-generated content? What is branded
content?

1-5. What is utility? List, describe, and give an example of
the different types of utility.

1-6. Explain the different stages in the evolution of the market-
ing concept. What is the triple-bottom-line orientation?

1-7. Explain how marketers practice the societal marketing
concept and sustainability.

1-8. Explain the concept of a value proposition.

1-9. Today, marketing is all about the customer experience
(CX). Explain CX and some ways firms work to ensure
a positive CX.

1-10. Define the terms distinctive competency, differential
benefit, and competitive advantage. \What does it mean
for a firm to have a competitive advantage? What gives
a firm a competitive advantage?

1-11. What is involved in marketing planning?

Activities: Apply What You've Learned

1-12. In Class, 10-25 Minutes for Teams Assume that you
are a marketing consultant employed by retail giant

Target, which offers consumers products in a number
of brick-and-mortar stores and online. Target wishes to
increase its loyal customer base by engaging custom-
ers through interaction opportunities on social net-
works. Develop a list and describe at least 10 specific
social network activities that will work together to
increase customer engagement.

1-13. In Class, 10-25 Minutes for Teams Successful firms
have a competitive advantage because they are able to
identify distinctive competencies and use these to cre-
ate differential benefits for their customers. Consider
your business school or your university. What distinc-
tive competencies does it have? What differential ben-
efits does it provide for students? What is its
competitive advantage? What are your ideas as to how
your university could improve its competitive position?
Write an outline of your ideas.

In Class, 10-25 Minutes for Teams As college students,
you and your friends sometimes discuss the various
courses you are taking. Assume you overhear your
roommate say to another friend, “Marketing’s not
important. It's just dumb advertising.” The other friend
says, “Marketing doesn't really affect people’s lives in
any way.” As a role-playing exercise, present your
arguments against these statements to your class.

For Further Research (Individual) Recent reports indi-
cate that consumers, including children and teens, are
becoming small-screen addicts. Develop a series of
guestions to be used in a survey (about 10). Use these
to interview at least five of your fellow students about
their use of smartphones and tablets. Write up a report
on your findings and conclusions.

1-14.

1-15.
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1-16. For Further Research (Groups) Select a global or
national company that you are familiar with. Exam-
ine the firm’s website and other sources of informa-
tion about the company to determine its competitive
advantages. Who are their biggest competitors?
What are each of their competitive advantages?
Give three suggestions for how the company can
market their products or services to feature their
advantages and overcome the advantages of the
competition.

1-17. For Further Research (Individual) One of the items that
might be included in the Dark Side of Marketing is
advertising that has the potential to encourage dis-
crimination, criminal behavior, and unsafe activities, or
to be insensitive or insulting to certain individuals or
groups. Go online and search for various articles that
discuss and show hundreds of examples of these types
of advertising. Develop a report and if possible discuss
your findings with your class.

Concepts: Apply Marketing Metrics

The chapter discusses the growing importance of sustainabil-
ity, and it notes that companies and consumers increasingly
consider other costs in addition to financial kinds when they
decide what to sell or buy. One of these cost categories is
damage to the environment. How can marketers make it eas-
ier for shoppers to compute these costs? The answer is more
apparent in some product categories than in others. For
example, American consumers often are able to compare the
power consumption and annual costs of appliances by look-
ing at their EnergyStar™ rating. In other situations, we can
assess the carbon footprint implications of a product or ser-
vice; this tells us how much CO, our purchase will emit into
the atmosphere (e.qg., if a person flies from New York to Lon-
don). The average American is responsible for over 16 metric
tons of CO, per year!*® A carbon footprint comes from the
sum of two parts, the direct, or primary, footprint and the
indirect, or secondary, footprint:

e The primary footprint is a measure of our direct emissions
of CO, from the burning of fossil fuels, including domestic
energy consumption and transportation (e.g., cars and
planes).

e The secondary footprint is a measure of the indirect CO,
emissions from the whole life cycle of products we use,
from their manufacture to their eventual breakdown. 4

Although many of us are more aware today that our con-
sumption choices carry unseen costs, there is still a lot of confu-
sion about the best way to communicate the environmental
costs of our actions, and in many cases, consumers aren’t moti-
vated to take these issues into account unless the costs impact
them directly and in the short term.

1-18. As a consumer, what other metrics would you suggest
that might reflect benefits of sustainability initiatives
that would motivate you to purchase from one pro-
vider or the other?

1-19. Would you buy from a demonstrably more expensive

provider just because they exhibited a higher level of
commitment to sustainability?

Choices: What Do You Think?

1-20. Critical Thinking Journalists, government officials, and
consumers have been highly critical of companies for
gathering and storing large amounts of data on con-
sumers (i.e., Big Data). Others argue that such prac-
tices are essential for firms to provide high-quality,
affordable products that satisfy consumers’ varied
needs. What do you think? Should the government
regulate such practices? How can such practices help
the consumer? What potential downfalls are there?

1-21. Ethics Despite best efforts to ensure product safety,
products that pose a danger to consumers sometimes
reach the marketplace. At what point should market-
ers release information about a product’s safety to the
public? How should marketers be held accountable if
their product harms a consumer?

1-22. Critical Thinking Organizations are now focusing more
on the triple-bottom-line orientation, meaning that
firms should focus on maximizing the financial, social,
and environmental areas of the business. What should
companies do when they realize that two or more of
these conflict with one another? Do you think any one
of them is more important? Why?

1-23. Critical Thinking Many consumers are concerned about
their impact on the environment. They demand green
products as well as green marketing activities. How-
ever, these same consumers often opt not to purchase
green products as they are traditionally more expensive
than their alternatives. What do you think is driving
this decision? How can marketers change their prod-
ucts or the way in which they are marketing them to
encourage consumers to increase their purchases of
green products? What are some ideas that you have
for ways companies can execute green marketing?

Critical Thinking Many would argue that Amazon’s
competitive advantages include fast delivery and its
vast array of product options. Do you think these
advantages are sustainable? Who do you think are
Amazon’s biggest competitors? How are they working
to overcome Amazon’s advantages?

1-25. Ethics The American Psychological Association formally
recognizes Internet addiction as a psychological disor-
der. Should it? Why or why not?

1-26. Ethics Crowdsourcing has a lot of upsides—for the com-
pany initiating the crowdsourcing. The company gets to
generate buzz among its fans as well as generate new
product ideas and inventive advertising campaigns for lit-
tle to no investment. Is there an upside to crowdsourcing
for the customer, or are companies exploiting their users?

1-27. Critical Thinking The chapter section on the dark side of
marketing discusses alcohol and smoking abuse, decep-
tive or other advertising that can have negative conse-
quences, illegal activities, claiming credit for something
someone else has done, and deliberately defacing or
damaging goods. Try to think of five additional con-
sumer activities which could also be included in the
topic of the “dark side of marketing.” Describe each of
your five and suggest activities for governments or mar-
keters that would help decrease the problem.

1-24.
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Miniproject: Learn by Doing

The purpose of this miniproject is to develop an understanding
of the practice of marketing and the importance of societal
marketing and sustainability to different organizations.

1-28. Working as a team with two or three other students,
select an organization in your community. It may be a
manufacturer, a service provider, a retailer, a not-for-
profit organization—almost any organization will do.
Then schedule a visit with someone within the organi-
zation who is involved in the marketing activities.
Arrange for a short visit during which the person can
give your group a tour of the facilities and explain the
organization’s marketing activities.

1-29. Divide the following list of topics among your team
and ask each person to be responsible for developing a
set of questions to ask during the interview to learn
about the company’s program:

e What customer segments the company targets.

e How it determines customer needs and wants.

e What products it offers, including features, bene-
fits, and goals for customer satisfaction.

e What its pricing strategies are.

e How it uses interactive content to engage
customers.

e How it distributes products and whether it has
encountered any problems.

e How it determines whether the needs and wants of
customers are being met.

e Explain what marketers mean by the “societal mar-
keting concept” and “sustainability” and ask if
these are areas of concern to the organization. If so,
how do they address them in their organization’s
activities? If not, ask if they have any plans to move
in this direction in the future and, if so, how.

Develop a team report of your findings. In each sec-
tion of the report, share what you learned that is
new or surprising to you compared to what you
expected.

1-31. Develop a team presentation for your class that sum-
marizes your findings. Conclude your presentation
with comments on what your team believes the com-
pany was doing that was particularly good and what
was not quite so good.

1-30.

Marketing in Action Case Real Choices at StockX

Are you a sneakerhead? If you proudly claim this nickname for
collectors of limited-edition athletic shoes, you may be familiar
with StockX, the stock market for sneakerheads. The success
of this innovative company offers several lessons about value,
the most fundamental concept in marketing.

Sneakers are big business for retailers. They are also big
business for collectors who not only love shoes but also love
the dollars others are willing to pay for a pair of sneakers with
limited availability. The North American resale market for
sneakers and other streetwear has grown to over $2 billion
and is expected to reach more than $6 billion by 2025. Notable
sales include a pair of Nike Air Max for $40,000 and a 2020
sale of Air Jordans for $560,000—but, of course, those Jor-
dans were actually worn by the basketball phenom.

Air Jordans were the “gateway collectible” that led to
addiction for many avid collectors. Among them was StockX
founder Josh Luber, a former IBM analyst who founded Camp-
less, a kind of Kelley Blue Book for sneakers. You can find his
Ted Talk online in which he passionately made the case for
sneakers as an investment and explained the need for a plat-
form that could facilitate the buying and selling of these
“commodities”—a “stock market of things.” When Quicken
Loans billionaire Dan Gilbert learned about Luber’s concept,
the two joined together to form StockX in 2016.

StockX uses the concepts of a stock exchange that buys
and sells shares of publicly traded companies and applies it to
the world of product resale. The price a seller is willing to sell for
isan “ask”; the price the buyer is willing to pay is a “bid.” When
these two match up, a transaction occurs automatically. Collec-
tors can track the value of their own “portfolio” via StockX and
can see how their shoes and those they are considering purchas-
ing are tracking in value, including a 52-week trend line—a
“ticker” for sneakers. Another critical service is the examination
of the product by StockX “authenticators.” These sneaker

experts carefully scrutinize packaging, stitching, even the smell
of the shoes to make sure they are the genuine article, not a
counterfeit. For their services, StockX collects a 3 percent pro-
cessing fee plus a transaction fee ranging from 8 to 9.5 percent.

Value is realized by every player in the StockX transaction
process. Sellers get access to thousands of eager and able cus-
tomers for their products and a simple and reliable process for
handling the transactions. Buyers have access to useful infor-
mation to help them assess whether a price is fair, plus they
have a way to evaluate the change in value of their invest-
ments over time. Novice buyers are put on more of a level play-
ing field with veteran buyers and sellers as the market price
information in StockX allows them to assess the scarcity of a
particular shoe. Perhaps most important to the purchaser is the
authentication process, a feature not available with a private
transaction between individuals or via competitor eBay. Even
the shoe brands win as the prestige of their products increases
through publicity about the prices at which they sell on the
exchange. StockX is clearly receiving value too. In 2019, the
company reached “unicorn” status, the term for privately held
companies valued at $1 billion or more.

StockX is also experimenting with another stock market
concept—the initial public offering (IPO). In financial markets,
the IPO is used to let the market set a price for shares of a busi-
ness that is converting from private status to a publicly traded
company. StockX is using that idea to allow shoe manufactur-
ers to offer their new styles to the marketplace. In 2019, Adi-
das offered 333 exclusive pairs of their Campus 80s without a
retail price, allowing consumers to set the market price. StockX
founder Luber believes these IPOs are the future of e-com-
merce. He hopes that retailers will treat the StockX platform as
a full-fledged distribution channel, allowing users to bid for
products through an auction process. Borrowing yet another
idea from Wall Street, the company wants to let their customers
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do an exchange without even taking possession of the goods,
facilitating “day trading.” According to Luber, the idea behind
all of this was simple: “The stock market has been the most
efficient form of commerce for 200 years. All we did was copy
that, and point it from old commodities, like stocks and bonds
and oil and gas, to new commodities, like streetwear and
watches and handbags.”#

Questions for Discussion

1-32. Consider all of the potential stakeholders involved in a
StockX transaction, from creation of the shoes to the
acquisition by a collector. In what other ways is value
created by the StockX service for each of these stake-
holders?
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2.1

2.2

Understand the big
picture of international
marketing and the
decisions firms must
make when they
consider globalization.

Explain how international
organizations such

as the World Trade
Organization (WTO),

the World Bank, the
International Monetary
Fund (IMF), economic
communities, and
individual country

What | do when I'm not working:
Spend time with friends and family. |
travel constantly for the business. When
| do have time off, I stay at my home
along the Delaware River in New
Jersey, where | like to work on
do-it-yourself projects in my backyard,
building fun things like ziplines and
treehouses for my sons!

regulations facilitate and
limit a firm’s opportunities
for globalization.

2.3 Understand how factors
in a firm’s external
business environment
influence marketing
strategies and outcomes
in both domestic and
global markets.

2.4 Explain some of the
strategies and tactics
that a firm can use to
enter global markets.

Meet Tom Szaky

Ww A Decision Maker at TerraCycle

First job out of school:

To be perfectly honest, TerraCycle. | came
up with the idea for TerraCycle when |
was a 19-year-old freshman at Princeton
University and dropped out of the Ivy
League to grow the business. Before that,
I'd focused on learning everything | could
about entrepreneurship, teaching myself
how to code at 14 and building a

2.5 Understand the
importance of ethical
marketing practices.

2.6 Explain the role
of sustainability in
marketing planning.

2.7 Recognize which
industry and which
work environment
(both domestic and
international) are best
for you.

Tom Szaky is CEO of TerraCycle, a global social business based in Trenton, New Jersey. Born in 1982 to
two physicians, Tom and his family fled communist Hungary after the Chernobyl disaster, stopping in
Germany and Holland before settling in Canada, where he is a citizen. He went to public school and
learned about business and entrepreneurship in capitalist North America.

He became fascinated by garbage. Having come from a country with little to a world where every-
thing was available and overconsumption was the norm, he was astounded by the things people threw
in the trash; the first television set he ever saw was one being thrown in the garbage. Growing up around
this helped him understand that waste is a modern idea. Then, he came to America to study business,
and the rest is history.

website. But TerraCycle was my first job,
and it's what I've been doing ever since.

What drives me:

Waste is a simple concept—something
either is, or it isn't—but the economics
surrounding it, and how we can eliminate
it, is complex. Solving for this by making
“the right thing” the more profitable and
rewarding thing to do has been a lifelong



puzzle of mine, and one that business can get
behind with the right framing. Business is the
most powerful vehicle to change in the world.
Being a part of that change and driving it into
the future is what drives me.

Don’t do this when interviewing

My management style: with me:
| consider myself more of a coach than a
manager. It's important to me that my staff,

many of whom are responsible for very

high-profile projects and interacting with
clients, are provided the tools to come to
their own conclusions. | can be quite
hands-off until I'm needed to step in.

Ask me questions with answers that are
available on the Internet! | am more than
happy to provide insights, but it gets a bit

boring to answer questions about things that
are found on our website.

My pet peeve:

Not giving 100% or striving to realize
potential. Every person is capable of pushing
the limits of an idea, a project, or their own
personal growth. | myself tend to work a
certain way, so | expect this of my
colleagues and peers, as well.

Here’'s my(problem...

Real People, Real Choices

There is a global epidemic of waste caused by the world's
dependence on “single-use” items—consumption of
products and packaging designed to be used once or a
handful of times and then disposed of. Prior to the 1950,
products were made to be reusable. Today, we make and buy 70 times more
stuff, most of it going to landfills or incinerators within 12 months of purchase.

This is a problem that gets worse with every year of population growth.
In the past few years, consumers, increasingly concerned with plastic pollution
and the waste caused by disposability, are looking to companies to take
responsibility and provide solutions.

Tom came up with the idea for TerraCycle in 2001. Originally, the con-
cept (vermicompost, which Tom’s friend in Canada proved made fabulous
plant fertilizer) was a submission to Princeton University's annual Entrepre-
neurship Club Business Plan Competition, which caught his attention with a
grand prize of $5,000.

As a college student bottling plant fertilizer (produced by feeding Princ-
eton University's food waste to worms) in trash-picked soda bottles, selling an
entire product made of garbage eventually got him thinking: What if we elimi-
nate the very idea of waste? Soon Tom dropped out of Princeton to focus on
the business full-time.

Today, TerraCycle operates in 21 countries (and counting!), working with
some of the world's largest brands, retailers, and manufacturers to collect and
recycle products and packaging that currently go to landfill or incineration.
TerraCycle is the parent company to Loop, a new circular shopping platform
that empowers consumers to shop for favorite brands in durable, reusable
packaging. Since he started the company, Tom has written four books and
been an executive producer of a reality docuseries about TerraCycle.

TerraCycle helps businesses capture the value of their difficult-to-recycle
products and packaging, offers national access to first-of-its-kind recycling
solutions, and both educates and empowers their customers in regard to recy-
cling. But Tom's team understands that recycling is not the main solution to
waste: it is just a way to treat the symptoms. Disposability is the root cause.

Knowing what we know about the economics of waste and why waste
exists, Tom found it imperative to apply this to a new model of production and
consumption that offers the virtues of convenience, cost, aesthetics, and func-
tion demanded by today’s consumer, as well as the waste-free wisdom of
durable, refillable, community-based models like “the milkman,” versions of
which deliver consumables like eggs, milk, butter, and oil in durable containers.
Mass production, synthetic materials, and disposability took off in the 1950s
and never stopped, phasing out durable, reusable, and sharing economy mod-
els almost entirely. Recycling and recovery systems cannot handle the com-
plexity or volume of material generated by the world’s consumption, which is

now accustomed to the virtues of single-use. In order to get the world to shop
differently, Tom's team needed to create a solution that would satisfy all the
stakeholders—producers, retailer, and consumers.

At the World Economic Forum Annual Meeting in Davos, Switzerland, in
2017, TerraCycle unveiled the world's first recyclable shampoo bottle made
from beach plastic for the world's #1 shampoo brand, Head & Shoulders.
Tom’s company teamed up with Head & Shoulders’ parent company Procter &
Gamble and its partner SUEZ in Europe to source beach plastic that volunteers
collected by hand. The beach plastic bottle project was a revolutionary initia-
tive at the time, since expanding to additional brands and markets around the
world, and one that would go on to win an award from the United Nations.

Behind the scenes, another potentially world-changing concept had been
incubating at TerraCycle. Internally called “Phase 2" to the beach bottle proj-
ect, the idea was a durable packaging model in which companies create dura-
ble versions of their own goods previously housed in single-use packaging. The
products would be offered in a combination of glass, stainless steel, aluminum,
and engineered plastics designed to last at least 100 uses; when they would
finally wear out, TerraCycle would be able to recycle them.

By adapting the circular economy principles of durability and use of
renewable resources, recovering, reusing, and repurposing whenever possible,
this project had the potential to drive a paradigm shift around producer
responsibility, consumerism, and what people are really looking for in their
products. But, as with all things first-of-their-kind, it would require significant
investment of time and money, and, most importantly, boldness.

Those first conversations with the brand partners and retailers would be
about proposing a break from the status quo and linear economy, which for so
long had been very effective in meeting consumers’ needs, creating jobs, and
generating growth. Conversations are often about timing, and when everyone
gathered at Davos, it seemed like the perfect opportunity.

1-2-3

1 Introduce Loop at the Davos meeting. With so many stake-

Tom considered his options

holders gathered in one place, TerraCycle could gain access to a big
and influential audience in order to get buy-in from organizations
around the world. When multiple stakeholders endorse an idea at
once, this reduces the risk for each of them. Davos is an event where busi-
nesses, governments, brands, and luminaries are in one spot and poised to
make deals that will change the world economy. TerraCycle was riding the
success of its beach bottle project with P&G, so this could be a good time to
propose another radical idea.

Option
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