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their WileyPLUS courses.
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It’s Adaptive: Adaptive practice provides targeted and
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pare for class or quizzes and exams.
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Preface

Welcome to Applied Marketing Second Edition, a class-leading
platform for learning about marketing. Applied, practical, and
authoritative, this streamlined, easy-to-use textbook offers
students an insider’s view of marketing by bridging the gap
between marketing principles taught in the classroom and those
same principles as applied by marketing professionals. Applied
Marketing is a comprehensive yet concise modern marketing
course that blends solid academic theory and practitioner experi-
ence to help students master the core concepts, develop a practi-
cal understanding of how to apply marketing principles, and gain
perspective on how top marketers operate in today’s business
world. Taking a student-centric approach by using digital assets
to teach students, as well as having students use digital resources
for learning, encourages students to develop their critical-thinking
skills by applying core concepts to real-world scenarios.

Applied

As the title implies, Applied Marketing Second Edition considers
learning an active experience. Students aren’t just exposed to key
marketing concepts; they also participate through application of
these concepts. In addition to hundreds of examples from actual
companies, we provide exclusive interviews with many of today’s
top marketing and brand leaders, inside access to businesses and
their marketing teams, mini cases, and a running case, all of which
will engage students in experiential learning-by-doing.

Each chapter is accompanied by stand-alone mini cases and
exercises that provide hands-on application of the marketing con-
cepts from the text, building individual skills, increasing retention,
and giving students a chance to apply what they’ve learned to
make marketing decisions. Interesting and relatable mini
cases such as Zoom Becomes the New Classroom, Charlotte’s
Web, BuzzyBooth, and Goat Island Brewing offer excellent op-
portunities to apply the chapter material in class discussion or as
homework. Other cases, such as FUBU X 2, 365 by Whole Foods
Market, and Google Analytics offer opportunities for discussing
marketing failures or problems. Cases such as You Are What You
Eat, Electric Cars Future or Fad, and Disney+ or - offer excellent op-
portunities for in-class or online debate. The Warby Parker Chang-
es a Market; Dove: Is Beauty More than Skin Deep?; and AFSP
(American Foundation for Suicide Prevention) mini cases also ex-
pose students to socially relevant marketing decision making. The
added 15 new mini cases for the Second Edition combined with
the original 15 mini cases still available in WileyPLUS from the First
Edition provide students with a variety of decisions and contexts
to use when applying the chapter content to their experience and
offer instructors flexible options to apply the text material.

In addition to the mini cases, each chapter ends with a run-
ning case that provides a unique opportunity for students to see
how the collection of marketing decisions link together to form
a comprehensive marketing plan. The running case follows This
Saves Lives (TSL) as the founders face a series of decisions tied
vi
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to chapter content. TSL is an energy bar company with a social/
humanitarian mission that recently launched a new product
line in the United States. The company plans to launch multiple
product lines and additional products over the next several years
and has agreed to provide company reports and information for
students to use in designing and implementing specific portions
of their overall marketing program. Students are presented with
a short case situation tied to the chapter content and must also
complete a short applied exercise with the case. The running case
decisions students must address include adding a new bar flavor,
deciding how to handle ingredient shortages, and whether or not
to charge different prices to different retailers. Application exercis-
es include visiting an actual or online store to compare compet-
itive products, creating a company slogan, or interviewing other
students about their purchase and consumption experiences. The
continuous work on the same marketing program will provide
hands-on experience, while giving students an understanding of
the complexity and planning required to make a marketing pro-
gram successful. The fact that the students will be working on a
real company program that incorporates their input will also make
the material more meaningful. The TSL running case can also be
used as a micro-simulation if desired.

Practical

We teach the basic principles of marketing, but more than that, we
focus on developing those skills students will need to execute mar-
keting tactics and strategies in their careers. Put simply, we focus
on the specifics of how to apply skills rather than just explaining
and reiterating what needs to be done. Our goal is to give students
practical knowledge about how marketing works. This perspec-
tive makes the text appropriate for all majors. Nonbusiness majors
get an inside view of how marketing works to influence their buy-
ing behavior, which makes them more informed consumers. Busi-
ness majors can see how important marketing is to the rest of the
company. And marketing majors are introduced to how marketing
decisions are made, preparing them for the remaining coursework
that will make them successful in their careers.

To make it more practical, we’ve designed the text to reflect
current marketing practice. Unlike other texts based on material
largely unchanged for decades, we created Applied Marketing
Second Edition from the ground up to reflect the current focus on
creating and delivering valuable customer experiences, dealing
with social marketing issues, and integrating digital technology.
We’ve captured this focus in our extended marketing mix model to
better represent what current marketers do. Second, we stream-
lined the text to fifteen relatively short chapters, covering only the
topics employers think are important for marketing students to
know. Our text is six to seven chapters shorter than most princi-
ples of marketing textbooks, but it has richer content, making it
more manageable for both students and instructors. Finally, we
created Applied Marketing Second Edition to reflect how students
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learn and interact with learning materials. While most principles
of marketing textbooks now have digital ebook versions adapted
from paper versions, our text was created with the digital platform
in mind from the beginning. All resources have been created spe-
cifically for this textbook to work together and enhance student
learning. Students can access the textbook and materials from
their laptop, tablet, or phone seamlessly.

Authoritative

Applied Marketing Second Edition differs from other principles
of marketing textbooks with its unique integration of an aca-
demic and practitioner author team. The author team consists
of Associate Professor of Marketing at Auburn University, Dan
Padgett, and experiential marketing agency owner, Andrew
Loos. Through the knowledge of a seasoned academic and the
expertise of an influential industry practitioner we have cre-
ated an authoritative voice on how specific practices taught in
classrooms are applied in the marketing sector.

Several features of the textbook reinforce the integrated per-
spective. Each chapter opens with an industry expert interview in
which experts such as Bill Imada (IW Group), Aaron Faulk (Lillian
James Creative), Bob Kendrick (Negro League Baseball Museum),
and Gwendolyn Young (Young Communications Group) answer a
short series of questions to set the stage for chapter material. In ad-
dition, each chapter section includes an informal, roundtable dis-
cussion between the authors and Jasmine Bina (Concept Bureau)
covering key brands, marketing successes and failures, and import-
antissues tied to specific chapter section topics. Students also take
virtual company field trips to Houston Public Media, Zipcar, Kansas
City Royals, and Trendhunter to get an insider’s perspective of how
some of the hottest and most influential marketing groups work.
Finally, who better to advise students on what is important for cur-
rent practice than recent graduates working in the field? Recent
graduates working in marketing careers offer students tips and ad-
vice on topics such as career paths, important professional skills,
and preparing for the workplace. The combination of entry level to
senior marketing perspectives provides students with a compre-
hensive view of marketing from the people who know it best.

Content and Organization

Given our applied, practical focus, the content of Applied Mar-
keting differs from most principles of marketing books in two
fundamental ways. We offer an extended model of the tradi-
tional marketing framework, and we cover certain topics in
more depth to provide a more representative view of marketing
related to current marketing practice.

Extended Marketing Mix Framework

Traditional marketing texts are based on the 4 Ps framework,
implying the marketing mix includes four components: prod-
uct, place, price, and promotion. A key premise of the 4 Ps
framework is that marketers must consider the customer’s per-
spective when making decisions.
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PREFACE vii

Product

Promotion

The 4 Ps of Marketing

The 4 Ps framework hasn’t changed in decades, though market-
ing practice has seen an increased focus on creating and deliv-
ering positive customer experiences and a shift from treating
marketing as something you do to or at customers to a process
where customers actually participate in the process and connect
with brands. To accommodate these recent shifts in marketing
thought and practice, we extended the traditional framework.

Communication

Promotion

The Fifth P and C of Marketing

Our extended marketing mix framework explicitly highlights
the customer’s experience through adding the 4 Cs (customer’s
perspective) to complement the 4 Ps from the marketer’s per-
spective. In addition, we have added a 5th P and C to reflect the
increased practice of encouraging customers to participate in
the marketing process to strengthen connections to products
and brands. The extended marketing mix framework integrates
the customer experience perspective explicitly and reflects cur-
rent practice more accurately than other texts.

Focus on Relevant Content

Because Applied Marketing Second Edition was written to
reflect current marketing practice, the text covers several
content areas in more detail than most texts. Emphasis areas
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include additional coverage of pricing, enhanced social and
digital connections with customers, and measurement of mar-
keting performance through metrics.

Applied Marketing Second Edition includes fifteen relatively
short chapters. Chapter 1 provides a brief introduction to market-
ing by discussing some common marketing myths (e.g., market-
ing is common sense) and defines marketing in a simple, practical
way. Chapter 1 also gives students a sense of how marketers think
and briefly outlines how marketing thought and practice have
changed over time. Chapter 2 stresses the importance of strategy
in marketing, discussing the importance of differentiation, plan-
ning, and implementation and control for the marketing process.
Chapter 3 provides a foundation for students to understand the
impact of environmental factors on marketing decisions.

Chapter 4 defines customer experience and outlines the
general model of customer experience. The chapter also identi-
fies the most common factors that influence customer decision
making and describes how marketers use an understanding of
customer decision making to their advantage. Chapter 5 out-
lines the marketing research process, linking common research
types to research implementation options, as well as discuss-
ing practical considerations for conducting marketing research.
Chapter 6 describes the three-step process for differentiation
that includes segmentation, targeting, and positioning.

Chapter 7 outlines our extended marketing mix framework
and the justification for extending the traditional 4 Ps frame-
work. Chapters 8-12 each address one of the P-C combinations
of the extended marketing mix in more detail. Chapter 8 de-
fines products as bundles of customer benefits and highlights
the importance of product innovations over time. Chapter 8
also discusses the significance of creating and maintaining
strong brands. Chapter 9 covers the place decisions companies
make and how these decisions impact customer convenience.
Specific topics covered include distribution channels, retailing,
power and conflict, and relationships in marketing channels.
Chapter 10 establishes the relationship between price and cus-
tomer cost. The chapter includes a simplified but thorough de-
scription of how marketers set prices and how marketers calcu-
late the financial impact of different prices, including markups,
margins, and breakeven analysis. This chapter also covers the
main legal issues related to pricing decisions. Chapter 11 covers
marketers’ use of promotion to communicate with customers.
The chapter differentiates between group and individual pro-
motion tools and highlights the common uses and strengths
and weaknesses of the different tools. Chapter 12 discusses the
current marketing approach of encouraging customers to par-
ticipate in the marketing process with the goal of establishing
stronger connections with the brand. This chapter emphasiz-
es how technology has changed marketing for customers and
marketers. A significant element of this chapter is the discus-
sion of social media and digital marketing strategy.

Chapters 13-15 address marketing implementation and
control. Chapter 13 describes how marketers use metrics tied to
the different areas of the marketing mix to measure marketing
effectiveness. Unlike other texts, this one covers marketing ef-
fectiveness measurement in detail and identifies and provides
examples of the most common metrics used in each marketing
decision area. This helps reinforce the philosophy of the text
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that marketing should be treated as an investment and invest-
ments should be measured for effectiveness. Using GoPro as
a running example, Chapter 14 presents an example of how a
comprehensive marketing mix can be developed, highlighting
strategic decisions GoPro made and also some possible alter-
natives suggested by the extended marketing mix framework
not utilized by GoPro. Chapter 15 discusses how a final market-
ing plan can be developed from an overall marketing strategy,
including specific marketing tactics with budgets, time lines,
implementation responsibilities, and control mechanisms.

New Content for Second Edition

e A new mini case is added for each chapter (15 new mini
cases), which gives instructors a total of 30 mini cases to
use to cover content.

o Examples are updated throughout with an emphasis on
the impact of the COVID-19 pandemic on marketing prac-
tice (stockouts, shifts in online purchasing, etc.) as well as
increased social and digital industry emphasis (TikTok,
Steam, Zoom, BuzzyBooth, etc.).

o Chapter 3 includes an updated discussion of generations to
reflect current thinking and practice as well as an updated
discussion of legal regulatory issues related to privacy and
advertising.

o Chapter4 now has an expanded discussion of socialization
and B2B marketing.

o Chapter 5 has an added discussion of the use of automated
tracking research tools in both physical and online retail.
In addition, the running example (Goat Island Brewing)
has been expanded to highlight the application of research
to their current situation.

o Chapter6includes expanded discussions of technology for
segmentation and targeting as well as the less common
but important practice of demarketing.

o Chapters 7 and 12 have updated statistics on social media
and digital usage throughout as well as updated trends
and practices.

o Chapter 8 has expanded its discussion of services as prod-
ucts as well as including additional branding coverage.

o Chapter 9 includes the pandemic-related impact on sup-
ply chains, expanded coverage of reverse supply chains,
and also new discussion of the potentially negative envi-
ronmental impact of efficient supply chains (plastic water
bottles in the ocean).

o Chapter 10 has an expanded discussion of the different
views of pricing between economics and marketing and
specific pricing methods. In addition, the pricing calcula-
tions section was rearranged and is placed at the end of
the chapter to improve flow.

o Chapter 11 includes more coverage of traditional promo-
tion tools.
o Chapter 13 has added coverage of supply chain-related

metrics that have become more important given the pan-
demic, including, for example, stockouts.
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CHAPTER 1
e

What Is Marketing?

CHAPTER OUTLINE LEARNING OBJECTIVES
When you finish this chapter, you should be able to:

1.1 What Marketing Is Not 1.1 Describe some common misconceptions about marketing.
Misconception #1: Marketing Is Common Sense

Misconception #2: Marketing Is Equivalent to Sales
or Advertising

Misconception #3: Marketing Makes People Buy
Things They Don’t Need

Misconception #4: Marketing Is an Art, and You
Either Have the Gift or You Don’t

Misconception #5: Marketing Does Not Involve
Numbers

1.2 Marketing Defined 1.2 Provide an accurate definition of marketing.

Marketing Is Managing Exchanges with
Customers

What Does Managing Exchanges with
Customers Include?

1.3 Philosophy of Marketing 1.3 Discuss, with examples, the philosophy of marketing.
Perceived Value

The Role of Marketing Research

1.4 How Marketing Has Changed over Time 1.4 Outline the evolution of marketing thought and practice.
Introduction
What is marketing? If someone says he or she is in marketing, what do you assume that per- WileyPLUS

son does all day at work? What do marketing majors study and what jobs do they get after See Industry Expert Video
graduation? What makes marketing different from accounting, finance, management, or other Bill Imada, Chairman and
areas of business? Bill Imada, Chairman and Chief Connectivity Officer with IW Group, suggests Chief Connectivity Officer, IW
marketing is an ongoing process of connecting customers to brands and aligning customer and Group
company values. He emphasizes marketing’s role to bring to life the connections between com-
panies and their customers. Marketing involves planning, executing, and assessing activities
that establish closer connections with customers.

In his interview, Bill corrects a common misconception. Marketing is not simply sales, or
even advertising. Marketing’s role is to create customers, not make a sale. Marketing is an ongo-
ing process with well-defined goals, strategies, and tactics. Additionally, marketing is dynamic
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of the most luxurious jewelry
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and constantly changing, particularly with the opportunities provided by social media and dig-
ital platforms to be more customer focused and to provide both virtual and experiential ways

of experiencing a product.

11| What Marketing Is Not

If you asked a dozen people to tell you what marketing is, you might get 12 different descrip-
tions, and most would contain at least one misconception. Here are some of the more common

misconceptions and myths about marketing.

Misconception #1: Marketing Is Common Sense

Perhaps the most frequent assertion (made by people who don’t know better!) is that mar-
keting is really just common sense. But marketing isn’t just common sense, and if you rely on
common sense alone, your marketing will suffer. Here are three examples.

Common sense statement #1: Lower price is always better.
« Reality: /nsome cases, higher price is actually better.

Think of Rolex, Ferrari, Dolce and Gabbana, and Fabergé (see Figure 1.1). These brands have value
specifically because they charge such a high price. Rolex knows that higher prices actually add
value for customers looking for prestige. Higher prices can also work better for non-luxury goods.
Sales—units sold—(i.e., selling more watches) is not the goal. Profit—making money—is the goal.
The relationship between sales and profit is not always clear and companies spend a great deal
of time and money to research the prices that will yield the greatest profit for a specific product.

frantic/Alamy Stock Photo

Low Prices Do Not Always Translate to High Sales Volume

An anonymous developer created a productivity app with a $9.99 price. His promotion resulted in
50,000 daily hits but without many actual purchases. Even after tweaking the software and website,
sales were slow. He decided to increase the price to $19.99 so that at least he would make more when
he sold some. He was surprised when doubling the price actually increased sales 10 times! The $9.99
price signals just another app, but $19.99 signals a premium app, which adds value and increases sales.

Source: Sid Bahrath, Raise Prices and Conversions: Here’s How https://www.crazyegg.com/blog/raise-
prices-increase-conversions (accessed 2018).
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Common sense statement #2: Better service leads to higher profits.
« Reality: Better service is only more valuable if customers are willing to pay more for it.

It seems obvious that customers would prefer to shop in more attractive stores with better
service. However, Ross Dress for Less strategically chooses not to spend money to make its
stores more attractive or to provide better service specifically because Ross’s customers
would rather pay less than have better service. Ross emphasizes that they are a “treasure
hunt” shopping experience where customers never know what they will find, but they will
inevitably find a good deal if they search the store. This strategy has worked well for them
to this point. While other retailers downsize or close stores, Ross Dress for Less continues to
open new stores. Similarly, discount airlines such as Southwest in the USA and Ryanair in
Europe succeed by offering less service but lower prices than traditional airlines. Discount
airlines continue to gain popularity with customers seeking cheaper options for travel.

Common sense statement #3: More is better.

« Reality: Too many options can lower sales.

Too many options means the company can’t specialize, which leaves it vulnerable to competi-
tors who do specialize in something. Sears was the leading retailer for over 100 years; it began
to offer a yearly catalog with over 500 pages of products in the late 1890s. Customers could
even order a home-building kit with options like running water and electricity upgrades. Can
you imagine ordering your home, unassembled, online? Sears stores, and other department
stores with a range of different product types such as appliances, clothing, electronics, outdoor
products, and tools, were once the preferred shopping destinations for customers. However,
carrying all of these products increases costs, and the department store business model was
replaced with a more specialized model with stores that focused on fewer categories (think
party supplies as in Party City or electronics as in Best Buy).

Also, the human brain has limits on what it can process at any one time and eventually
becomes fatigued. If you go to the pharmacy to buy toothpaste (see Figure 1.2) and there are
ten different brands (Crest, Colgate, etc.) with ten different versions (Plaque Fighting, Ultra
Whitening, Sensitive Teeth, etc.) and two different package sizes (large and small tubes) for each
option, you have to sort through 200 options to make a choice! Who has the interest or time to
do that? Nobody does. So how do you choose? You take shortcuts, which we will describe in
more detail in Chapter 4.

m Making a choice

between this many different
toothpaste options can lead to
consumer fatigue.

Jeffrey Isaac Greenberg 10+/Alamy Stock Photo
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Misconception #2: Marketing Is Equivalent to
Sales or Advertising

If you ask a dozen people on the street what “marketing” is, you will likely get answers that
include sales or advertising. This is the marketing that most customers actually see. Marketing is
a much broader concept that also includes product design, pricing, choosing where, when, and
how to sell products to customers, and a variety of other decisions. The breadth of marketing
decisions is referred to as the 4 Ps of marketing, which are product, price, place, and promotion
decisions. For example, when introducing a new iPhone, Apple has to decide which features it
should have (product), how much it should sell for (price), where to sellit (place), and how to per-
suade people to buy it (promotion). We will provide more details about marketing decision areas
later in this chapter and also in Chapter 7, but for now it is important to note that marketers have
to make a range of integrated decisions that go well beyond the scope of sales and advertising.

Misconception #3: Marketing Makes People Buy
Things They Don’t Need

While many people think marketing has special powers to influence people to do things they don’t
want to do, and marketers wish it were true, the reality is that marketing has limited influence on
customers’ behavior. Acompany can advertise its newest car and all its features, but many people,
most people really, will not buy the new car, no matter how much the company spends on advertis-
ing and promotion, even if the caris desirable. People strive to get what they need, but don’t always
get what they want. From a marketing perspective, a need is a lack of means of subsistence. Basic
needs include food, shelter, companionship, and so forth. When a person doesn’t have these basic
needs, they are motivated to do something to change their situation. However, two people can
have the same need but satisfy the need in completely different ways. This is because people have
different wants—strong desires for something. For example, transportation is a basic need. How-
ever, some people might want to take public transportation, some might want to drive a car, some
might want to ride a bicycle, and those who want a car might want different cars. However, even
if two people want the same thing, the ability to get what is desired might be different due to dif-
ferent personal situations. Marketers pay particular attention to the combination of a strong desire
for something and the ability to purchase, referred to as demand, as this is a minimum condition
for buying something. If a customer wants something, but can’t afford it, no amount of promotion
will matter. The most marketing can do is influence your desires (wants) for certain products and
attempt to make it more appealing for you to buy certain things over others. However, you as the
customer have control and only buy things for which you have demand.

Misconception #4: Marketing Is an Art, and You Either
Have the Gift or You Don’t

Perhaps the world would never have heard of Apple or Steve Jobs if not for the creativity
demonstrated in an ad that ran one time during the Super Bowl of 1984. But creativity does not
guarantee marketing success. The list of clever ad campaigns and brands that created buzz but
then failed is quite long. Pets.com had ads that were creative, but couldn’t keep the company
in business for a second year. Then there are the companies that plod along with no exciting
marketing but are quite successful. Examples include United Parcel Service, which has almost
22% of the global express and courier service business and Procter and Gamble, which has a
number of brands, including Tide, Ariel, Gain, and Era, among others. Can you remember any of
their ads? Creativity can enhance good marketing but is not sufficient for success.

Misconception #5: Marketing Does Not Involve Numbers

Actually, marketing is full of numbers. For example, consider what type of information you
would need to answer these questions: Will we make or lose money and how much? How much
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should we charge to make a profit? How many customers do we need to cover our expenses?
Marketers need basic math skills. Not calculus or algebra that require complex mathematical
calculators, but simple four-function math (addition, subtraction, multiplication, and division).
Anyone who is not comfortable calculating basic marketing functions (e.g., profit, markup,
margins, breakeven) should not seek a career in marketing, and would not be able to com-
municate effectively with a marketing professional. While this may sound intimidating, we will
cover when, why, and how to calculate all the basic numbers in marketing and show you how to
use them. You will have enough practice using marketing math throughout the text to become
confident in your ability to use and discuss marketing numbers in detail. Learning this skill is
important for marketing majors as well as those who simply need to understand how marketing
works. So, now that we have a better understanding of what marketingisn’t, let’s focus on what
marketing is. Next, we provide a clear, applied definition of marketing.

1.1 Concept Check

1. What are some of the key arguments that marketing is more than just common sense?
2. How would you respond to someone who said that marketing is really just sales?

3. Can marketing make people buy something they don’t need? Use the distinction between needs and
wants to support your answer.

4. A friend tells you that he intends to major in marketing because unlike other business majors like
finance or accounting, marketing doesn’t require any math. How do you respond?

12 | Marketing Defined

When many people think of marketing, they think of flashy ads, sales events, and closing WileyPLUS
million-dollar deals. However, while marketing certainly has its share of glamour, the reality
is that most people don’t really understand marketing all that well. The majority of market-
ing activity is not glamorous. When someone says, “l am a doctor” or “I am an accountant,”
people have a general idea what that person does. The same is true for an architect, a lawyer,
and a teacher. However, when someone says, “I am a marketer,” most people have no idea
what that means. Why? Because marketing is a broad discipline that covers a variety of very
different but related decisions. Decisions about which product to sell, how much to sell it for,
where and when to sell it, and so forth are all part of marketing. Yet each is a complicated
decision in itself. So, it is easy to see how marketing is misunderstood and how some people,
even some in marketing, do not understand the full range of marketing activities and how
they tie together.

To go any further, we need a simple but comprehensive definition of marketing to build
on. As a starting point, we can consider the American Marketing Association’s definition of mar-
keting. From their website, they define marketing as: “ . . the activity, set of institutions, and
processes for creating, communicating, delivering, and exchanging offerings that have value
for customers, clients, partners, and society at large (Approved July 2017).” Their definition is
intended to provide a comprehensive definition of everything that is marketing. But marketing
is complicated, so their definition is, too.

Let’s simplify the definition by identifying the key ideas in their definition for marketing
practice. First, marketing involves multiple parties, not just one, and these parties must come
together in some way to exchange something. Typically, we would think about the parties
as a company or nonprofit organization and its customers, and the place these parties come
together is called a market. Markets can be physical, such as a farmer’s market or shopping
mall, or virtual, such as an online website. Second, these parties wish to exchange something,
and each must have something of value to the other party to exchange. Profit-oriented com-
panies usually have products (for example, a smartphone) or services (wireless phone service,
for example) that they offer to customers who have money to exchange with the company.
Nonprofit exchanges vary, but the concept is the same. The organization gives something to

Listen to Author Podcast
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get something in return from the customer. For example, Habitat for Humanity is a nonprofit
organization based in Atlanta, Georgia (USA), that builds, renovates, and repairs houses using
volunteer labor and donations (see Figure 1.3). Think about what the organization gives and
receives in an exchange. Hint: Why does someone make a donation? What does the person
donating either labor or money getin return? Third, marketing creates offerings, communicates
with customers, and then delivers the offering to customers. In other words, it is marketing’s job
to manage exchanges with customers.
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Marketing Is Managing Exchanges with Customers

For aworking definition, we define marketing as managing exchanges with customers. Everyone
has a basic understanding of what it means to manage something. Everyone knows what
exchanges are. And, everyone knows what it means to be a customer. So, we think this defini-
tion, while simple, includes all the key elements of the common definitions of marketing.

One of the key implications of our definition of marketing is that marketing has to be man-
aged, which requires planning, implementation, and control. Marketers create a marketing
plan to guide their marketing activities. A marketing plan is a written statement for managing
exchanges with customers that includes goals, activities needed to achieve goals, a time line
and budget for included activities, and measures to evaluate the activities. Effective plans spell
out what is to be done to encourage exchanges with customers and how these activities should
be accomplished (implementation). The marketing manager is responsible for coordinating
the activities in the plan and monitoring the activities to completion (control). Good plans also
include control measures that allow managers to assess the effectiveness of the plan activities
so that adjustments can be made when necessary and to help inform future marketing activi-
ties, as well as contingency plans in case things don’t go according to the original plan. We will
provide more comprehensive examples throughout the text of the planning, implementation,
and control processes. For now, the important thing to remember is that the role of marketing
is to effectively manage exchanges with customers.

Let’s consider an example to demonstrate the flexibility of our definition that also high-
lights the inherent complexity of marketing.

Assume you have been hired as a marketing manager for a food company. Your company
makes a number of food items, including packaged desserts such as cakes and pies. On your
first day at work, your boss enters your office and says, “Good news. We are expanding and
will start making frozen desserts to offer more than just cakes and pies. | have an important
assignment for you. We are going to start making gelato; it’s similar to ice cream, but differ-
ent. | want you to put together the marketing plan for our new gelato. We will have a meeting
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1.2 Marketing Defined 7

with the other managers in two weeks, and | want you ready to offer us your ideas on how
to make our new gelato successful. Congratulations. | am counting on you.” You smile and
thank your boss for this great opportunity and for putting so much trust in you so early in
your career with the company. But, after the boss leaves, you begin to think about your job.
You are the marketing manager for a new product, gelato. What do you do to prepare for the
upcoming meeting?

What Does Managing Exchanges with Customers Include?

Recall that your job as the marketing manager is to manage the exchanges with customers.
So you have to manage all the exchanges with customers related to the new gelato product.
You do some homework and find out that gelato is a frozen product similar to ice cream, but
with a few key differences (see Figure 1.4). Specifically, gelato uses less cream and more
milk than ice cream, so it has less fat. In addition, gelato has a lot less air churned into the
mix than ice cream. Gelato is denser than ice cream. It is also served warmer and is less
frozen when served, which means it generally has a more intense flavor. Armed with this
knowledge, you try to think of what you need to decide in order to manage exchanges with
customers. Here is a partial list of the questions you will need to answer before the manag-
ers’ meeting.

m Gelato stores,

with attractive displays of the
many flavor choices, are a com-
mon site in Italy.

Hemis/Alamy Stock Photo

1. You will need to decide with whom you try to exchange. In other words, who will be your
customers? Not everyone. Kids, perhaps adults. Some customers will only buy it when it
is hot outside. Maybe you will only be able to sell it where it is hot all year. You could sell it
to individuals, or restaurants, or grocery stores. You recognize that some customers might
be more appropriate than others because they desire gelato more than others and would
be the most likely to buy it. These customers need to be described in detail and would
be considered the target market—the primary group of customers you would prefer to
exchange with. The target market is the focus of the marketing plan.

2. You will need to decide what you will offer to exchange. Gelato is your “product,” but why
does someone want gelato? Is it better than ice cream in some way? It tastes different,
but many people won’t even know what gelato is. You will need to decide which flavors to
offer and identify who else is selling gelato. Which of the potential benefits you could use
is most important to your target market that would give you an advantage?

3. You will need to determine what you want in return from your customers for the gelato.
You need to decide how much to charge, whether or not you will have different sizes, and
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whether you will offer different package types (cones or cups?). How do your choices of
package size and amounts influence what you would charge for your gelato? You will need
to decide if you will always charge the same price or not.

»

You will need to decide how customers will buy from you, including where, when,

and how customers will exchange with you. Will they have to pay cash or can they use
credit? Will customers go to gelato stores or will you ship it to the customers? You could
sell through existing stores or create your own. You could consider home delivery to
customers as an option.

5. You will need to decide how to influence the customers to exchange with you. You need
to educate and inform customers so they will have a reason to buy gelato from you. What
information do they need? Can you get customers excited about your gelato? How? Some
methods will likely work better to persuade customers to buy, but you will have to decide
which ones to use and how to determine if they work or not. Can you think of others?

It should be clear from this example that marketing is complicated and involves a wide
range of decisions. It is therefore easy to miss something critical to the potential exchange.
In fact, it is for this reason that many marketing plans fail. Low estimates of new product
failures are in the 35%-40% range, while higher estimates suggest 80% or more of new prod-
ucts fail. Marketing failures imply that a marketing manager did not understand a signif-
icant piece (or more than one piece) of the overall puzzle and did not effectively manage
the exchange with customers. Given the complexity of marketing, it helps to have a way to
think about things that makes it less likely that something will be forgotten or overlooked.
This way of thinking, or orientation, distinguishes good marketers from others. We call it the
philosophy of marketing.

1.2 Concept Checks

1. Define marketing in a single sentence.
2. What are the basic requirements for an exchange to take place?

3. What is a target market and why is this concept important to marketers?

13 | Philosophy of Marketing

The best marketers manage exchanges that maximize the benefits for both the company and
the customer in spite of the fact that the two parties have conflicting goals: The company
wants each customer to pay the maximum they are willing to pay but give the customer the
minimum benefits, while the customer wants to pay the least amount possible for maximum
benefits. Consider from the previous example that you decide to charge $2.99 for a cup of
your gelato. If a customer believes that the benefits of buying the gelato at $2.99 per cup
exceed the costs, then the customer is satisfied. The customer buys the gelato, and the com-
pany gets $2.99 per cup in sales. However, what if the customer would have been willing to
pay $3.99 for the gelato? In this case, the customer is really satisfied since the price was only
$2.99. What about the company? The company would rather charge $3.99 than $2.99 if that
is an acceptable price to the customer. This suggests that in practice, conflict underlies each
marketing exchange.

What if the customer is only willing to pay $1.99 for the gelato? No exchange would have
taken place since the customer would not have purchased if the price was $2.99. Worse, the
company might not have known that the price was a problem. If customers don’t buy gelato, it
could be because they didn’t like the flavor offered. Or maybe they don’t understand the prod-
uct benefits (e.g., What is gelato anyway? Is it just ice cream?). Maybe they wanted to buy gelato
at the movie theater, but you decided to sell it at the grocery store. Maybe they wanted a differ-
ent size. Maybe they had chocolate cake instead.
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Perceived Value

So what is the basic goal of marketing managers in managing exchanges? They maximize how
much customers are willing to pay while making sure customers think they got more than they
paid for (see Table 1.1). This way, everyone wins. Customers are happy because they got good
value for the price. The company is happy because customers paid $3.99 instead of $2.99 for the
gelato. The key is making sure customers think the gelato is worth more than $3.99 rather than
thinking itis worth only $2.99 or worse, $1.99. Marketing managers are responsible for influenc-
ing the perceived value customers associate with the exchange. Perceived value is defined as
the perceived benefits relative to the perceived costs associated with an exchange.

TABLE 1.1 Example of the Impact Marketing Can Have on Perceived Value to the Customer and Profit for the Company

Price Versus Cost of a Hamburger in Different Restaurants

Fast Food Casual Dining Full Service

Amount customer was willing to pay for a hamburger
(value to customer)... $4.50 $9.00 $18.00

Typical scenario when resturant uses cost to set prices...

If Actual Price $4.00 $8.00 $16.00
Actual Cost* $3.60 $7.60 $15.20
Company makes... $0.40 $0.40 $ 0.80

But, if marketing was doing its job properly and tying
price to value to customer...

Price charged could be... $4.45 $8.95 $17.50
Actual Cost * $3.60 $7.60 $15.20
Company makes... $0.85 $1.35 $2.30
Extra amount company could have made selling the $0.45 $0.95 $1.50
same thing but with better marketing tying price

to value...

*Includes all the cost, including the burger ingredients, labor, rent, marketing, and so forth.

Marketers have to manage perceived value, but different customers have different percep-
tions. Some customers think a cup of gelato is worth $1.99, some $2.99, and others $3.99 or
more. This is one of the most important points to understand about marketing. Marketing is
not about pleasing all customers. Marketing is about finding a group of customers who want
what you have to offer and providing it better than others do so that you maximize perceived
value for that group. This is what differentiates the target market for your product from other
customers. Your target market will purchase from you, pay a higher price than others for the
same thing, and keep coming back. In other words, good marketers start with an appropriate
group of customers and then increase the perceived value for that group as much as possible.
Because different groups want different things, marketers offer different combinations of bene-
fits called value propositions that will appeal to some specific groups but not others. Different
value propositions maximize value for different target customers. For example, if you decide
you don’t want to cook tonight, you could go to a restaurant to eat, or you could have the same
meal delivered to your door via a service like DoorDash or Grubhub. Dining out provides the
restaurant experience, but having your restaurant meal to dine in offers a different value propo-
sition, one primarily based on convenience. Can you see how both options have value, but offer
different value to different customers based on what they want at the time?
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New Value Propositions in the Restaurant Industry

DoorDash (see Figure 1.5) offers diners the opportunity to have a restaurant meal delivered from
any participating restaurant. Unlike traditional delivery from a specific restaurant, DoorDash
provides customers the opportunity to order from a variety of restaurants in the area. The meal-
delivery business is growing, and DoorDash accounts for about 37% of the meal-delivery business
in the United States, almost doubling its sales from 2018 to 2019. The Covid-19 pandemic actually
pushed DoorDash usage even higher. By the end of 2020, meal delivery service usage had jumped
from 27% to 35% in the USA, and DoorDash held 50% market share. In December 2020, DoorDash
went public with one of the biggest IPOs of 2020.
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m DoorDash provides customers with the opportunity to order meals from a
variety of restaurants.

To be successful, marketers have to understand the perceived value associated with a par-
ticular exchange for a group of customers and then find out what influences that group’s per-
ceptions of value. For example, if you ask 100 customers who normally buy ice cream for $3.99
per cup how much they would be willing to pay for gelato, you might find that 80% indicate
they would be willing to pay only $2.99. So, next you might ask why they would be willing to
pay only $2.99 for gelato when they pay $3.99 for ice cream. Many of them explain they have no
idea what gelato is and don’t know about the benefits. At this point, you might use advertising
to tell customers that gelato has less fat than ice cream. You then ask another 100 customers
how much they would pay and you find that now 80% say $3.29. Better, but still not the $3.99
they are willing to pay for ice cream. Maybe they think gelato is low fat and therefore doesn’t
taste as good. So, you have 100 customers taste the gelato and then ask how much they would
be willing to pay. Now you find 80% willing to pay $3.99. Finally. You have learned from this
exercise that you need to educate customers about gelato and compare its fat content to that of
ice cream, but also you have to make sure customers taste it so they know it tastes good. Oth-
erwise, you have not maximized their perceived value, nor the company’s. This is marketing’s
job, but also highlights the difficulty marketers face determining value and settling on specific
value propositions to customers.

The Role of Marketing Research

The average marketing manager might stop here. However, the truly successful marketing man-
agers keep going. Recall from our brief introduction that marketing plans should include goals,
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activities, and measures to see what can be improved. What else could be done that might
encourage customers to pay $4.29 or $4.59 or even $6.99 for our gelato? This is what we mean
when we say that successful marketers have a particular philosophy. To be successful, market-
ers should be “naive scientists.” A naive scientist has an idea that something might work based
on either theory or watching somethingin practice and tests the idea. The outcome is measured
to see if the idea worked. Then, based on the results, the idea can be improved upon. Tested
again. Measured. Revised. Tested. Measured. Revised. And so on. This is what we refer to as
marketing research (measuring the outcomes of specific marketing activities against goals).
Many ideas won’t work, but the ones that do should make up for the time and effort spent on
those that don’t. In any case, once you test something and it doesn’t work, you know it doesn’t
work. This could keep you from spending a lot more money expanding the activity to a larger
scale later. As an example, the better companies test their ads with a small group of customers
before they put them on television for a larger audience. The purpose is to find out if the ad
works as it should. Spending $50,000 now can avoid the company making a $1,000,000 mistake
later. Good marketing research should be the foundation for the marketing plan.

The idea that marketers should be naive scientists is very powerful and has several impli-
cations for marketing practice:

1. While thereis an art (and sometimes luck) to successful marketing, it should be method-
ical. Recall the common misconception discussed earlier in the chapter that marketing
is an art. Marketing ideas should have a basis in theory or practice and be tested. If a
company that sells chemicals hires some business majors and some chemistry majors as
salespeople, would you expect the business majors to sell more chemicals because they
have more business training or the chemistry majors to sell more because they should
know more about the chemicals? This question is easily tested by comparing the sales-
people with each background to see which group on average sells more.

2. Totest anidea to seeif it is effective, the idea should have a specific goal against which to
measure the outcomes. Is $100,000 in sales for a month a success for the ad campaign? Is
having 100,000 unique visitors go to the website to participate in a holiday contest a suc-
cess? The answer depends on the expected sales or visitors—the goals for the marketing
activity. In the gelato example, we used $3.99 per cup as a comparison standard and goal
for perceived value of gelato since that was the selling price for ice cream. We wanted to
change customer perceptions enough so that they would be willing to pay at least $3.99
per cup for our gelato. The measure used to evaluate success or effectiveness should be
relevant to the marketing goal of the marketing activity.

3. You have to measure marketing outcomes to see if your marketing works. Some will argue
that sales and profits are the only measures of performance; thus, marketing should be
measured only against sales and profits. However, many marketing activities are not
directly related to sales. They might have indirect effects or long-term effects that are
more difficult to measure. We might want to educate customers on the health benefits of
gelato compared to ice cream. We would need to develop a plan to consistently measure
perceptions among dessert buyers to see if our advertising was working to increase the
healthy perception of gelato compared to ice cream.

4, Marketing doesn’t always work, and good marketing means taking calculated risks. A
common statement in advertising is, “I know half my advertising money is wasted, but
I don’t know which half.” The marketing philosophy means experimentation is needed
to influence perceived value. Yet many companies punish failure rather than understand
that success requires some risk. The key is to measure outcomes and make adjustments
so that the same risks are not repeated. For example, one option you might try to per-
suade customers that gelato is healthier than ice cream would be an ad showing a pint
of ice cream next to a blob of fat and a pint of gelato next to a feather. Would this work?
Actually, the more important question is not whether it would work, but would there be
something you could do that would work better? That’s marketing’s job.

In sum, marketing is managing exchanges with customers. Successful marketing means
understanding and influencing customer perceptions to encourage favorable exchanges. Mar-
keters have to experiment with ideas based on theory and practice to influence perceived value.

Doing so means taking some risks as not everything you try will be successful. However, proper

goal setting and measurement will be required to get a positive return on marketing efforts.
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Ever Wonder Why You See Certain Ads Online?

If you browse, shop, search, or view anything online, you’ve probably noticed that where you’ve
been and what you’ve done online can follow you around in the form of online ads. These online
ads are not random. They are the result of tracking software that researches your behavior on-
line and then matches your online activity with desired indicators from those that want to sell you
something. If you want to see how it works, go to https://myactivity.google.com/myactivity to see
your recent activity that has been tracked by Google. Google Analytics (see Figure 1.6) and other
online tracking tools are effective, which is why these tools have become an important part of the
marketing toolkit for most companies. Note that you can also delete your activity to minimize its
use by marketers.
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m Google Analytics tracks online activity that is used by marketers to make decisions.

1.3 Concept Check

1. Whatis perceived value and how is it important to marketers?
2. What does it mean to suggest that good marketers are like “naive scientists”?

3. Is marketing more art or science? Explain.

14 | How Marketing Has Changed over Time

You now have a grasp of what marketing is and what it isn’t, so let’s take a moment to reflect on
what you’ve learned so far. Let’s see if you can recognize marketing when you see it.

Here’s a little quiz.

The United States and to some degree the global economy have changed over time. The
United States moved from an emphasis on agriculture to industrialization to services. For exam-
ple, in the United States the economy was largely based on agriculture until the mid-1800s.
Between 1850 and World War Il (mid-1940s), industrialization in the United States increased
to become the major sector of the economy. After World War Il, the service economy devel-
oped, and today over 80% of the labor force in the United States works in service industries. As
an economy develops, the role and focus of marketing change to reflect the importance and
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Consider each of the following examples and indicate if it is an
example of marketing or not:

« Ancient Egyptians used written contracts for bartering goods and
services as early as 2000 BCE and paid for other items with coins.

The early Romans used to paint pictures of wine glasses and
grapes above the door to denote wine stores.

In the Middle Ages, monks brewed beer not only for nourish-
ment, but also to sell for profit and to barter for services and
even to pay taxes.

By the end of the 1890s, Sears, Roebuck and Co. produced a mail
order catalog with over 500 pages offering American consumers
an opportunity to purchase just about anything from appliances

1.4 How Marketing Has Changed over Time 13

» In 2007, General Motors gave the filmmakers of the Transform-
ers movie a Chevrolet Camaro to use for filming; the car was
one of the stars in the movie.

» In 2015, Amazon.com raised the membership fee for its Prime
customers from $79 per year to $99 per year.

» In 2013, a group of actors decided to launch a start-up company
aftervisiting poor countries and seeing the plight of malnourished
children. Theiridea was to create a company that sold snack bars
and also provided food to malnourished children. By January
2017, the company had given over 2,300,000 food packets to
malnourished children with over 3,000 retail outlets selling their
snack bars, but will the company continue to grow?

to specialty food items and even home-building kits. Actually, these are all examples of marketing, and the practice of
« In 2003, Chanel paid actress Nicole Kidman $3 million and marketing has been around for thousands of years. However, mar-
spent $33 million on an ad for its fragrance, Chanel N°5. keting has changed over time as business practices have changed.

influence of different business sectors. We can identify five different orientations that develop
as an economy grows. These marketing orientations represent an approach to marketing that
influences practice. We provide a time line based on the development of the U.S. economy,

although the same pattern can be seen in many other markets (see Table 1.2).

TABLE 1.2 Time Line of Marketing Orientations

Sector of Economy

Marketing Orientation Time Line Dominating

Simple trade/bartering Pre-1850 Agriculture » Focus on transaction
Production Orientation 1850-1920 Industrialization  Focus on production efficiency and
availability with low cost

« Distribution is key
Sales Orientation 1890-1970 Industrialization » Focus on aggressive selling

o Customers need persuading
Market Orientation 1950-2000 Services o Customer is “king/queen”

« Satisfies needs for profit

» Focus on customer relationship
Social Orientation 2000-current Information/Technology » Focus on social responsibility and

sustainability
* Emphasis on social networks

Simple Trade and Bartering Priorto 1850, when the U.S. economy was largely agricul-
tural, marketing’s role was predominantly tied to simple trade and bartering—swapping one
product or service for another (see Figure 1.7). Marketing efforts were localized at that time due
to limited transportation options and word of mouth was the primary way to reach customers.

Production Orientation Once the U.S. economy became more industrialized, com-
panies became more intent on manufacturing products efficiently and making them affordable
and widely available. In the early part of the 20th century, Henry Ford had the idea that every-
one could have a car if he could make them efficiently enough and keep the prices low. Ford in-
troduced the Model T in 1908 with a price of $850. By the mid-1920s, more than half the world’s
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cars were identical Model Ts (see Figure 1.8). The pursuit of efficiency eventually enabled Ford
to reduce the price to $260. We refer to marketing during the manufacturing era between 1850
and 1945 as a production orientation. Companies strived to produce what customers wanted.
Because many of these products were new to the market, demand was high. Sales went to the
company that produced the most efficient and cost-effective version of the product. Making the
products widely available was critically important for success.

Sales Orientation The success of Ford and other large manufacturing companies from the
late 1800s into the 1920s drew other companies into markets, and competition increased. Competitors
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produced similar products, prompting companies to focus on sales. Availability was still import-
ant, but now it became more important than ever to have salespeople promoting one product over
others. During this period, marketing was characterized by a sales orientation, with the primary
goal of marketing being to determine how to most effectively sell products to specific customers.
Much of what we know about sales techniques and persuasion comes from innovations during this
period. Sales goals were short term and focused, favoring single transactions rather than repeat
purchases. The sales orientation was most prevalent from the 1920s through roughly 1950, but can
you think of any businesses that still use this approach today? Hint: Shopped for a used car lately?

Market Orientation Following World War II, the U.S. economy entered a very prosper-
ous period during which consumers had money to spend, the middle class increased as a per-
centage of the population, and the economy shifted away from manufacturing toward services
as the dominant sector. Education, technology, science, communication, and other service
areas gained importance after the war, and companies quickly moved to provide services cus-
tomers desired. Competition increased and customers became more sophisticated buyers. As
a result, the sales tactics of the previous period failed to work effectively. Instead, companies
focused on understanding exactly what customers wanted and tried to provide the product
or service at a profit. The goal of marketing changed from selling to satisfying customers. The
mantra for this orientation is “the customer is king/queen.” Smarter companies also discov-
ered that rather than focusing on single sales to customers, it was more profitable to build a re-
lationship with customers for repeat sales. The concept of customer relationship marketing
gained popularity, where companies would focus their efforts on understanding the target market
so well that they built a relationship with customers over time. Membership clubs, discounts for
repeat customers, and loyalty programs were attempts to strengthen the relationship between
company and customers. CVS pharmacy’s loyalty program, extracare, offers customers person-
alized coupons, exclusive deals and allows shoppers to earn rewards with every purchase that
lead to future discounts (see Figure 1.9). Perhaps one of the surprises from this approach was the
discovery by some companies that not all customers are desirable. Best Buy discovered that some
customers actually cost the company more money than they made the company because these
customers returned merchandise more frequently or habitually used customer service resources.
Best Buy moved to reduce this problem, but when the “customer is always right,” it can be dif-
ficult. As a general time frame, we consider the market orientation prevalent from about 1950
through the mid-1990s, though many companies still have this orientation.
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Social Orientation From roughly 1995 onward, the U.S. economy has become more spe-
cialized in higher-end services, specifically information technology. From a marketing perspective,
this has had two important effects. First, information technology has changed the social struc-
ture of consumers and business. The Internet, technology interfaces, and new communication
options have increased the amount of and opportunities for social interaction. In 2009, Forrest-
er Research, a leading market research company, released the report titled “Future of the Social
Web,” suggesting opportunities for social interaction will only increase in the future. Consumers
use technology to socialize with each other and with companies and generally to interact with the
world around them. Social media was once only for personal use, but now companies are using
social media postings as opportunities to interact with customers and even to provide opportu-
nities for customers to interact with each other in more meaningful ways. A second impact from
the economy’s shift to a higher service level has been the increased focus of companies, and in-
creased scrutiny by consumers, of social responsibility—companies acting at least in part in the
best interests of society rather than their own interests. For example, TOMS shoes donates a pair
of shoes to a child in need for each pair sold. Many companies now have a social mission. While
a social orientation suggests the company focuses on the social aspects of marketing, it does
not imply that all companies are or will choose to adopt social responsibility as a marketing goal.

Warby Parker Sees an Opportunity

If you wear eyeglasses or contact lenses, even for reading, you are
not alone. According to recent statistics, over 75% of the U.S. pop-
ulation uses some sort of vision correction. For many people, that
means eyeglasses. Over 60% of Americans wear eyeglasses, as do
just over 50% of Canadians, and just under half of all European
adults. After a trip to the optometrist to diagnose a vision prob-
lem, many people are surprised to find out how much a pair of
glasses will cost. It is not uncommon to see prices for eyeglasses
in the $300, $400, and even $500 range, especially if you do not
have vision insurance to help defray the cost. Many people ask,
“Why are eyeglasses so expensive?”

It turns out the answer to this question is that the eyewear
industry is largely controlled by one company. If you go to Pearle
Vision for your eye exam and buy Ray-Ban eyeglasses, you es-
sentially bought from the same company. The same is true if you
went to LensCrafters and bought a pair of Oakley eyeglasses. Many
of the premier retail outlets for glasses, including Pearle Vision,
LensCrafters, Sunglass Hut, and even Target Optical, are all sub-
sidiaries of Luxottica, the largest and most influential company in
the eyewear industry. The same is true for many of the eyewear
brands as well. Ray-Ban and Oakley are also Luxottica brands, as
is eyewear sold under the luxury and fashion brand names such as
Giorgio Armani, Michael Kors, Polo, Prada Eyewear, and Versace.
Luxottica, based in Milan, Italy, has a vested interest in keeping
prices for eyewear high, particularly to support the luxury images
of its subsidiaries (and, of course, profits). While some customers
can afford $400 eyewear, and indeed, think a luxury pair of eye-
glasses might be a reasonable value at this price, other eyewear
customers would prefer lower-cost options.

Warby Parker was formed by a group of business school friends
to reduce the cost of eyeglasses to the public. According to their
website, “By circumventing traditional channels, designing glasses
in-house, and engaging with customers directly, we’re able to pro-
vide higher-quality, better-looking prescription eyewear at a frac-
tion of the going price.” The founders studied the way customers buy
eyeglasses and sought out to make shopping for eyeglasses easy,
fun, and convenient (see Figure 1.10). Warby Parker’s Home Try-On
program lets customers try out five frames for five days at home-for
free. Here’s how it works. Customers go online to warbyparker.com

c01WhatlsMarketing.indd 16

Source: Courtesy of Warby Parker

m Warby Parker allows customers the unique

opportunity to try on eyeglasses without going to a store.

or visit the Warby Parker app, and can select five pairs of frames, to
try on for five days, for free. Warby Parker ships the trial frames to
the customer to try on for fit and style, and after five days, the cus-
tomer returns the frames using a prepaid shipping label. If custom-
ers need help selecting frames to try, they can take a short quiz to
get recommendations for frames based on face width, frame shape,
color, or material. When ready to purchase, customers can check out
using their prescription and Warby Parker sends a fresh pair of pre-
scription frames. Glasses start at $95 including prescription lenses.
Allowing customers to try the glasses at home reduces the risk for
customers to purchase online, which is critical for eyeglasses since
different customers have different facial features, skin tones, and
style preferences. In many ways, Warby Parker flipped the purchas-
ing model by bringing the glasses to the customer rather than the
customer having to go to the retailer to purchase. This saves the cus-
tomer money and makes it possible for Warby Parker to offer glasses
at the $95 price point, including the home trial.

While most eyewear customers who have tried Warby Parker
consider the company’s products to be a great value, and a sig-
nificant improvement over the traditional, high-priced eyewear
options, Warby Parker also offers other benefits that are not as
obvious to customers. Warby Parker was founded with a mission:
to inspire and impact the world with vision, purpose, and style.

~
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Warby Parker believes in vision for all. For each pair of glasses pur-
chased, a pair is distributed to someone in need through its Buy
a Pair, Give a Pair program. Through their Pupils Project program,
they provide glasses to school-age children in their classrooms
because teachers are often the first to spot sight issues, and they
also provide training for adults to administer basic eye exams and
sell glasses at “ultra-affordable” prices. Many of their customers
clearly see the benefit of helping others with their purchases (pun
intended ©). But that’s not all. It seems like everything is going
well for Warby Parker, but there’s more to the story.

While growing steadily since its early beginnings, several things

Chapter Summary 17

Warby Parker free shipping and return policy, Zenni is less lenient.
You can return your glasses and get a one-time 100% store credit or
get a $50 refund. Shipping costs are not refunded, and lens types
can add additional costs. Still, starting at $6.95 per pair, many cus-
tomers might think it is Zenni, rather than Warby Parker, that deliv-
ers on the low-price options alternative. Is Warby Parker in a good
position? Are they, in fact, becoming what they originally set out
to replace? Will Zenni or another of the low-cost competitors take
Warby Parker’s place as the “low-cost” alternative, or will Warby
Parker remain preferred because of the brand reputation they have
built to this point? We will see what happens (again, pun intended).

have evolved since Warby Parker’s founding . First, though they
launched online with the idea to circumvent retailers to keep prices
affordable while providing remarkable customer experiences, Warby
Parker now has over 125 retail locations of their own. Several industry
experts suggest this move into retail outlets of their own is actually
what finally made Warby Parker profitable. Second, though frames
start at $95 including prescription lenses, Warby Parker also offers dif-
ferent lens options that can increase the price of prescription eyewear.
Progressive eyeglasses and sunglasses are $295 and $375, respective-
ly (but are still more affordable than comparable products on the
market). In addition, the option to select light responsive lenses add s
$100 to the price and selecting high index lenses can add an addition-
al $30, making a pair of glasses $425if all of these options are selected.

While Warby Parker’s pricing at least on the top end has risen
to similar levels as the more traditional retail price, on the lower
end, competitors have entered that are actually lower than Warby
Parker. One notable competitor is Zenni Optical. Zenni is online
only, but has frames starting at $6.95. Instead of offering the
opportunity to have five pairs shipped to you to try on, they use a
“Virtual Try-On” for you to select your preferred frames. Unlike the

Questions:
1.

. How important to customers is the Buy a Pair, Give a Pair

Did Warby Parker live up to its initial goal of making eyewear
available for lower prices?

Will glasses ever be purchased exclusively online, or do you
think there will always be a need for traditional physical re-
tail stores?

Is Warby Parker’s move into physical retail outlets and
increased prices consistent with their mission to make
glasses more affordable and make better vision a reality
for all?

Can Warby Parker survive pressure from the traditional re-
tailers at the higher end of the market (such as Ray-Ban,
Oakley, and the luxury brands such as Versace or Dolce and
Gabbana) while also being pressured from the lower end of
the market by online-only retailers such as Zenni?

program? How does it influence purchase behavior?

Though the marketing orientations can be tied generally to a rough time line based on
changes in the economy, we can still see companies that exhibit the different orientations in
different sectors today. Companies primarily in manufacturing, for example, AMD, which makes
computer processors, still use a production orientation in their marketing. AMD’s marketing ori-
entation is that customers want faster and more efficient processors, so they pursue this goal.
Real estate companies, many car companies, and insurance agencies market using primarily a
sales orientation. Other companies use a market orientation (see Table 1.1.).

1.4 Concept Check

1. How does an economy evolve over time? What are the main stages in development?

2. What are the different marketing orientations?

3. Are the different marketing orientations unique to the U.S. economy or can they be applied to global

business markets? Explain.

Chapter Summary

The goal of this chapter is to give you a generalintroduction to marketing.

1.1 What Marketing Is Not

« Marketing is not simply common sense. Common sense can lead
to failure and often does.

c01WhatlsMarketing.indd 17

» Marketing is more than just advertising or sales. Other key deci-
sions marketers must make include product, price, and place.

» Marketing cannot make people buy something against their will.
Marketers try to influence wants, but customers ultimately decide
if something is worth buying or not.
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« Marketing is equal parts art and science.

« Marketing involves lots of four-function math, and you need to be
comfortable with the math used in marketing to be successful in
your marketing job.

1.2 Marketing Defined
» Marketing is defined as managing exchanges, typically between
buyers and sellers.

« Specifically, marketing’s main purpose is to increase the proba-
bility of an exchange taking place by increasing the value of the
exchange for both parties.

1.3 Philosophy of Marketing

» Marketing has a particular philosophy. Marketers are naive scien-
tists who test ideas, measure their effectiveness, and refine them

e Research is critical to marketing to determine if marketing
activities are effective.

1.4 How Marketing Has Changed over Time

« Some marketers have the bartering philosophy, which views an
exchange as a fair trade of equal value goods or service.

A production orientation for marketing suggests marketers
focus on providing affordable products by making them widely
available.

A sales orientation for marketing involves persuasion to make
sales as efficiently as possible.

A market orientation for marketers can be characterized by the
phrase “the customer is king/queen,” because the focus is on
meeting customer needs while making a profit.

Companies that adopt a social orientation to marketing focus
on making money but also on providing a social benefit while

based on results. doing so.
Key Concepts
sales 2 marketing plan 6 production orientation 14
profit 2 target market 7 sales orientation 15
needs 4 perceived value 9 customer relationship
wants 4 value proposition 9 marketing 15
demand 4 marketing research 11 social orientation 16
market 5 marketing orientations 13 social responsibility 16
marketing 5 simple trade and bartering 13

Application Questions

1. What is the purpose of a marketing plan and what should be
included for a plan to be effective?

2. Think of a product you are familiar with and imagine you have an
idea for a better version of the product. How would you go about test-
ing whether your product might be successful or not?

3. Think of a product you know about that failed. Provide a marketing
explanation for why the product failed.

4. Whatis the value proposition for Uber? How does it compare to the
value proposition of a taxi or a limousine service?

5. Describe how the U.S. economy has changed over time in regard to
the sectors of the economy. How did the shiftin importance of different
sectors affect marketing practice?

6. Companies can have different marketing orientations, as described
in the chapter. Provide an example of a company applying each mar-
keting orientation.

Discussion Questions

1. Many people criticize marketing, arguing that marketing influences
customers to buy things they really don’t need. Marketers argue cus-
tomers have choices and choose what they want that provides them
the most perceived value. Choose a side to this debate and defend
your position based on how you think marketing impacts society. Is
marketing good or bad for society as a whole?

2. How does the marketing philosophy differ from other academic ar-

eas you have studied? Can you explain the likely reason for the differ-
ences in how the different areas see the world?

c01WhatlsMarketing.indd 18

3. Do products have intrinsic value, or is value created? For example,
consider this question, “Is a diamond or a bottle of water more valuable?”

4. Do you think that all companies should be socially responsible?
Why or why not?

5. Should companies, government, or nobody be responsible for
determining what will be sold to customers?
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Running Case: TSL | An Idea Becomes a Business—Meet
This Saves Lives

A Trip to Liberia WileyPLUS

Ryan Devlin turned to his traveling partner, Todd Grinnell, and they shared a knowing glance. No need to Running Case Study

say anything. The child was dying. It was a sight becoming all too common for them in the last hour, and Video This Saves Lives,
now they both secretly wished for the day to end, to get back to camp, to get back to the United States.. .. Chapter 1: Initial Marketing
pretty much to get anywhere but the refugee camp, to get away from the misery and suffering. Ideas

The two were friends, both actors. Todd had contacted Ryan in early 2011 with an opportunity to
raise money to build a bridge and orphanage in Liberia. Ryan agreed to help and the two planned a trip
to Liberia to tour the area. The hopeful and positive trip took an unexpected turn when the two visited a
refugee camp, a visit that would have significant consequences for both of them. There, Ryan and Todd
toured a large medical ward, which Todd later described as “cavernous,” “hollow,” and “quiet.” The rea-
son for the quiet was the seemingly endless rows of bed after bed covered in mosquito netting, each con-
taining a child dying of malnutrition. “It’s hard to see ... moms holding babies . . . they are just helpless.”

The two knew they had to do something to help. Seeing the poverty and children’s plight firsthand
motivated the two to think about ways to do more than build a bridge or an orphanage. They determined
to investigate options for addressing the severe malnutrition they witnessed in Liberia. “There’s got to be
something we can do to help out.”

Malnutrition: A Significant Problem

A simple lack of food is something most people in the United States don’t think about. It almost seems
impossible until seen for yourself. And, yet, in Liberia children were starving to death. So Ryan and Todd
began researching malnutrition. What they found was distressing. According to a 2010 report from the UN’s
World Food Programme, in Liberia 41% of the children under age 5 were stunted, a consequence of chronic
malnutrition (see https://www.childfund.org). Ryan and Todd also discovered that Liberia was not alone.
Each year over 2.6 million children die from malnutrition. That’s one child every 12 seconds.

According to UNICEF’s website (https://data.unicef.org/): “Nearly half of all deaths in children under 5
are attributable to undernutrition. This translates into the unnecessary loss of about 3 million young lives a
year. Undernutrition puts children at greater risk of dying from common infections, increases the frequency
and severity of such infections, and contributes to delayed recovery. In addition, the interaction between un-
dernutrition and infection can create a potentially lethal cycle of worseningillness and deteriorating nutritional
status. Poor nutrition in the first 1,000 days of a child’s life can also lead to stunted growth, which is irreversible
and associated with impaired cognitive ability and reduced school and work performance.”

Malnutrition affects education, income, and productivity as well, so the two considered different
options to help.

The Idea Takes Shape: Buy One, Give One Movement

Todd and Ryan considered different options for helping malnourished children in Liberia and other
poverty-stricken regions, but were unsure how to proceed. For one thing, the problem exists on a huge
scale. How can two people make a significant difference? When most people think of helping, they think of
charities that provide funding or direct aid to those in need. A number of established, reputable companies
provide food aid to children in need. However, for Ryan the problem was that “if people give, they just do-
nate, but then the aid stops.” The two were interested in a more permanent solution, a model that would
sustainably send aid to malnourished children in need.

Yet, the answer wasn’t obvious until one day when Ryan sent Todd an email with the subject “just
a little idea to save the world.” That’s when it all changed. Ryan had seen a 60 Minutes documentary on
Plumpy’Nut, a ready-to-eat therapeutic food (REAT) product created specifically to combat severe malnu-
trition that was being distributed by Doctors Without Borders in Niger with great success. Plumpy’Nut was
basically a peanut butter paste with additional nutrients that included the same vitamins and minerals as
a glass of milk and a multivitamin. The effects for children suffering from severe malnutrition who started
taking Plumpy’Nut over a 10-week period were miraculous. While it seemed clear that Plumpy’Nut could
be a viable aid for malnourished children, the team still needed a vehicle for securing sustainable aid.

Ryan’s idea was to use the increasingly popular Buy One, Give One (BOGO) concept to provide
Plumpy’Nut to children in need. BOGO was made popular by TOMS shoes, “The One for One” Company.
TOMS was founded in 2006 with the mission to give a pair of shoes to a child in need for every pair bought.
Other companies with a social agenda quickly adopted the TOMS model. Warby Parker, an online glasses
retailer, refined the model. It gave a pair of eyeglasses for a pair bought, but also provided training for locals
in donation areas to provide eye exams and sales training to sell affordable glasses locally. Naked Hippies,
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a Florida-based apparel company, took the BOGO model further. Not only does it donate apparel, but it
also offers small loans to individuals in the donation locations to stimulate commerce and self-provision
inthe area. The BOGO movement includes a variety of companies and product categories, including Better
World Books (books plus global literacy donations), Roma (boots), One World Play (initial investment by
Sting—they donate soccer balls), Baby Teresa (baby clothes), Smile Squared (toothbrushes), Everything
Happy (kids’ blankets, toys, etc.), Soapbox (soap), and even BOGO Bowl (dog food for shelters). Ryan sug-
gested to Todd that they use food for food. Their BOGO would be “Buy a Bar. Save a Life. We Eat Together.”
People would buy snack bars and the company would give a packet of Plumpy’Nut to children in need.
Todd loved the idea. But how would they make it a game changer that could significantly change lives in
Liberia and elsewhere by solving the malnutrition problem? Clearly, their work was just getting started.

Running Case Questions
1. What other brands (in any category) can you name that have a social orientation/goal?
2. Who do you think might buy TSL bars, and why would they buy them?

3. Do you think the humanitarian, philanthropic aspect of the purchase is more or less important than
the taste of the bars for TSL’s success?

4. Do you think the TSL approach can or will be copied by competitors such as KIND Bars? Why or
why not?

5. Do you think the bar is the best option for TSL? What other product options do you think might work
to accomplish its goals?

Application Exercise

As you learned in this chapter, marketing is managing exchanges between the company and the customer.
The TSL case introduced you to the founders of TSL and the motivation for their company. In each chapter,
you will learn a little more about the company and its marketing, but to get started let’s follow in their
footsteps by learning a little about the bar market and try to uncover some general information about
both customers and the products. In other words, we will initially focus on trying to find out what is being
exchanged and what each party in the exchange hopes to get from the other.

Here are two brief exercises to get you started. Note there are no wrong answers for this exercise. You
are simply doing a little investigating to get an idea about the bar market products and customers. We will
build on this exercise each chapter to dig a little deeper into the TSL marketing.

1. A good place to start for understanding a market is to visit the market, in this case literally. Go to a
local grocery store (or you can try an online market if necessary) and find the aisle that has snack bars,
granola bars, and the like. Take a few pictures so you can document what the customer sees when
walking down the aisle. Now take a few notes about what products are on the aisle together. Try to
answer the following questions:

a. What basic categories of bars are there?

o

. How many brands are there?
Which brands have the most options and take up most of the shelf space?
. Which products draw your attention the most and why?

What else did you notice that you thought was interesting?

- o o 0

Can you identify different value propositions among the different bar options?
Be sure to save your notes, as we will refer back to them later.

2. Now, let’s find out a little about what customers want in this market. Talk to some of your friends and
family. Ask them the following questions:

Do you eat any kinds of snack bars? If so, which ones?

. What do you look for when you buy bars?

a.
b
c. Where do you typically buy them?
d. How often do you eat them?

e

. How much would you normally pay for them?
f. Which is your favorite bar and why?

Compare the answers from different customers. Can you identify any common patterns in their answers? If
so, what are they? Again, keep your notes as we will refer back to them later.

Congratulations, you have now completed your first marketing research project. Think about what
you learned about this market. As you have no doubt guessed, there is still a lot we don’t know, so we will
add a piece each chapter to fill in the gaps and gain a better understanding of how marketing works. In
Wiley PLUS, you can hear from Ryan Devlin as he describes the initial thinking behind This Saves Lives bars
and some of their thoughts on marketing at the beginning of the startup journey.
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CHAPTER 2
e

Organizing and Planning
for Marketing Strategy

CHAPTER OUTLINE LEARNING OBJECTIVES
When you finish this chapter, you should be able to:

2.1 Marketing Strategy and Differentiation 2.1 Describe marketing strategy and marketing’s role in creating

Marketing Strategy and the Role of Marketing in a competitive advantage.
an Organization
Establishing a Competitive Advantage

2.2 Marketing Planning 2.2 Define the elements of marketing planning.

Situation Analysis
The Marketing Plan
The Marketing Mix

2.3 Marketing Implementation and Control 2.3 Outline the key issues for implementing and controlling the
Implementation marketing process.

Plan Evaluation and Control

Introduction

Steps of Faith is a nonprofit organization that helps amputees without health insurance get the WileyPLUS

prosthetic limb they need to “get back to work, get back to life, and get back to their mobility.” See Industry Expert

While most of the marketing you see comes from for-profit companies, nonprofits also have to Video Billy Brimblecom Jr.,
use marketing effectively to achieve their goals. As Billy Brimblecom Jr. and Jim Suptic suggest, Executive Director, and Jim
marketing is critical to their efforts to raise money to fund their charitable mission. One of their Suptic, Operations Coordina-
major marketing efforts is to sell tickets to their now yearly fundraising event, Thundergong, tor, Steps of Faith

in Kansas City. Thundergong is a benefit event with music, comedy, and entertainment, and
drawing a larger crowd means more amputees receive help.

In their discussion of their marketing for Thundergong, the pair point out several key con-
siderations for successful marketing. First, marketing is strategic. You have to offer something to
potential customers that is different and valuable. Second, to be successful, marketing requires
goals and a plan. Finally, marketing success is not something that happens right away. Market-
ing activities should be monitored and continuously improved over time. In this chapter, we
discuss the strategic role of marketing in the organization, focusing on creating a competitive
advantage, on planning, and on implementation.

21
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21 | Marketing Strategy and Differentiation

Managers love to use the word “strategy,” and marketing managers are particularly likely to use
the term when discussing their decision making. And with good reason. Sound strategy and
effective differentiation provide a foundation for all successful marketing activities. Poor strat-
egy without effective differentiation leads to failure. In this section, we discuss the importance
of this focus along with the challenges that come up and how to meet those challenges.

Marketing Strategy and the Role of Marketing
in an Organization

A basic definition of strategy is a plan of action used to achieve a goal. To say you have a strat-
egy for getting a good job implies you have both a goal and a plan. You might set a goal to earn
a certain pay level or a obtain a spot in a specific field. Your plan might be formalized with clear
steps laid out (creating individual resumes for different companies, sending your resume with
letters of interest, making follow-up calls, etc.—all recommended tactics, by the way) or your
plan might be more informal.

Businesses are no different. A business must think and act strategically to be success-
ful. Why is strategy so important? Think about your personal situation of getting a good job.
Why is strategy important in that case? Put simply, you want something—a good job with high
pay—and the potential employer wants something different—a good employee that the com-
pany doesn’t have to pay too much. Both you and the employer therefore use strategy to try
to achieve specific goals, but you have either different or conflicting goals. Business is fraught
with different and conflicting goals. Competitors want to steal your customers, suppliers want
you to pay more for the things you need for your business, and customers want to pay less for
your products. How do you meet your goals when everyone wants something different? You
develop a plan for keeping your current customers happy (perhaps a loyalty rewards program).
You develop stronger relationships with suppliers and have them compete for your business to
keep your costs low. And, you develop a plan of action that makes your products more valuable
to customers (perhaps offering extra benefits or better terms). These goal-driven plans of action
are the key to successful businesses.

While some would say all business involves strategy, marketing is one area of the busi-
ness where strategy is not only prominent but also critical to success, not just for the marketing
department but also for the whole company. Since marketing deals directly with customers,
and is in charge of managing the exchanges with customers, a failure by marketing to encour-
age profitable exchanges with customers means failure for the entire company. As a result, mar-
keters are constantly engaged in strategy formulation.

Formally, we define marketing strategy as the managerial process of creating and main-
taining plans of action that facilitate exchanges that have value to both the customer and the
company in an evolving market environment. In basic terms, marketing strategy is goal-driven
action plans that get customers to do what the company wants. Marketing strategy is required
to get customers to purchase a bottle of water for $1.75 from a drink machine when they could
get a drink of water free from the water fountain 6 feet away. As you may guess, this is not an
easy task and requires a structured approach to be effective.

Executing a successful marketing strategy involves three major steps (see Figure 2.1). First,
the manager sets specific marketing goals and determines a plan of action to achieve the goals.
Second, the plan is implemented using specific marketing tools and tactics. Finally, the third
step is to evaluate the plan activities to see what works, what doesn’t, and what needs to be
adjusted to improve the likelihood of success. Each of these steps is illustrated and described
in more detail below.

In their interview, the Steps of Faith team suggested that marketing is critical to the com-
pany’s success. However, marketing is only a part of the organization, and marketing strategy is
part of the overall company strategy. More specifically, marketing strategy is dependent on the
overall company objectives and mission. To illustrate this point, let’s consider a successful com-
pany like General Electric (GE). While most people know GE makes appliances, GE also makes
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Plan
« Goals
« Short
«Long
«Actions
« Budget
« Timeline

Implement
2| Tool;
« Tactics

Evaluate
» Measure
« Compare to goals/expected outcomes/
objectives
« Feedback to. ..
» modify plan
» modify implementation

jet engines and offers financial services. It also makes lighting, which stands to reason since
Thomas Edison was one of the founders. In fact, GE has nine major businesses, has offices or
facilities in almost 1,000 cities worldwide, and operates in more than 130 countries. How does
a company that size keep everything moving in the same direction? What role does marketing
play in such a company?

Large companies like GE are structured so that key decisions that affect the entire organi-
zation are made by a high-level management group. For example, if GE has to decide if it wants
to have ten different businesses instead of seven or nine, there must be someone making the
decision at the top. Decisions that only impact a portion of the company, such as deciding what
price to charge Best Buy for the GE Profile Series refrigerator that has a coffeemaker in the door,
are left to the managers in charge of the appliances GE sells, and more specifically the man-
agers in charge of setting prices for refrigerators (marketing). We can summarize the typical
organization structures of both small and large companies in Figure 2.2.

GE has a board of directors headed by the chief executive officer (CEO) who is responsi-
ble for making company-level decisions for the entire organization. A second level of manag-
ers heads the different businesses of GE to make decisions for each of these businesses. Each
business would be considered a distinct strategic business unit (SBU)—a subgroup within an

Medium to Large Company

m A successful

marketing strategy involves
planning, implementing and
evaluating.

Small Company

VP

VP

SBU

Marketing

Sales

DEPARTMENT

Operations

Human
Resources

Finance

m Organizational structures differ in smaller companies when compared to
larger organizations.
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m Mission Statement

of Twitter, Inc.
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organization that decides its own strategy and has its own customers. Each SBU is responsible
for managing its own business, and has its own set of functional units to handle the differ-
ent aspects of the business. Marketing is of course one of the functional business units, with
a staff that collectively makes the decisions needed to facilitate exchanges with customers—
amarketing department. Other functional departments typically include accounting, finance,
human resources, operations (manufacturing), and so on. Each department has a job to do and
plays a specific role within the organization.

The marketing department is specifically responsible for setting strategy, developing
a plan, and executing activities that increase the likelihood that customers will engage with
the company in exchanges. Some would say that marketing has the most important role in
the organization. The more successful companies rely heavily on marketing for overall strategy
not only at the SBU level but also at the corporate level. Why? Because if the company doesn’t
have customers, then there is no need for the company to exist. And marketing is uniquely posi-
tioned within the company to provide insight into customers because marketing is the closest
of all the functional areas in the company to customers. Marketing is tasked with understand-
ing customers: what they want, why they buy, how much they value something—pretty much
anything about customers that would help the company increase the likelihood of exchanges.
Companies that focus on customers are more successful than those that focus on what they
can make. You could say that successful companies make customers their mission.

For a company like GE to be successful, it is important that everyone in the organization
understand what the company is trying to do and work together. However, this is true of even the
smallest organization. If a couple opens a small restaurant, and Mom decides the menu should
be Chinese food and Pop decides the menu should be Italian, you can see this venture would be
unlikely to succeed. Now think about how important a coordinated effort would be for a com-
pany like GE, Coca-Cola, Amazon, or Honda. Companies need something to guide them that pro-
vides everyone with a sense of direction. To do this, most companies have a mission statement.
A mission statement is a definition of the firm’s business focus that provides direction for the
company (see Figure 2.3 for the mission and vision at Twitter, Inc.).

A good mission statement should clearly indicate what the company is about by taking
into consideration what present customers and future customers might want in an exchange. It
should also account for potential market trends and changes due to environmental forces (cov-
ered in Chapter 3). Failure to account for both the customer side of the business as well as the

] hittps://Awitter.com/?|
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The mission we serve as Twitter, Inc. is to give everyone the power to create and share ideas and
information instantly without barriers. Our business and revenue will always follow that mission in
ways that improve—and do not detract from—a free and global conversation.
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potential market forces in the future can be disastrous. Firms that focus only on what they do
now rather than what they might need to do in the future miss opportunities and can become
obsolete quickly. Consider the cell phone industry. The initial companies that were successful
in the beginning defined themselves as portable phone companies and focused on the analog
technology in which they excelled. Companies like Nextel and later Nokia were at one time at
or near the top in cell phone sales. Do you have a Nextel or Nokia phone? No? Neither do your
friends. These companies suffered from marketing myopia—defining your mission too nar-
rowly and focusing on the company instead of the customer and potential future environmental
trends. What happened to Nextel and Nokia in the cell phone market? Apple entered the market
with a new technology that offered the customer more value because it increased what you
could do with the phone, it was stylish, and it was advanced technology. In fact, if you could go
back in time to the early 1990s and talk to the managers at Nextel and Nokia, they would not
even have considered Apple a competitor. They didn’t see Apple coming. This highlights the
essential role of marketing for the firm. Marketing should guide the firm’s mission by making
sure the entire organization is focused on offering value both to existing and potential future
customers given potential changes in the business environment. To do this, marketing must
keep an eye on what is currently happening, but also have an eye on the future.

Evaluating Mission Statements

Consider these two mission statements taken from the websites of the respective companies.

+ ASOS

Our mission is to become the world’s number-one destination for fashion-loving
20-somethings. ASOS is a unique, multi-platform experience that truly resonates with the
people who use it because it’s built by them.

» Facebook
Our full mission statement is: give people the power to build community and bring the world
closer together. That reflects that we can’t do this ourselves, but only by empowering people
to build communities and bring people together.
Answer the following questions:
1. Do these statements provide a clear direction for the organizations?

2. If you worked for one of these companies, would you know generally what the purpose of
the company was and what businesses each would pursue?

3. How might you rewrite the mission statements to make the mission clearer?

Establishing a Competitive Advantage

While it is important for companies to have a clear mission that drives marketing strategy, it
is not enough to have a clear mission. The most successful companies offer something others
don’t, which suggests that a key goal of marketing strategy is to differentiate the company from
its competitors (product differentiation). Specifically, marketing strategy at this level involves
two related questions:

1. How will we be different from our competitors?
2. How will the difference help us offer more value to the customers we target?

A “we have that, too” strategy seldom works in marketing, so the first marketing question is:
What could make the company different to customers to get noticed?

Companies differentiate by focusing on a unique selling proposition—the single most
important point of differentiation from competitors. Sometimes the differentiation is not
related to the physical aspects of the product. For example, Miller Lite and Michelob Ultra are
made from similar ingredients and are both generally marketed to appeal to beer drinkers who
would prefer a beer with fewer calories than typical beer. Yet, the two products are perceived
differently in the market. One has a higher price and is believed to be a little higher end than the
other. Note that companies can differentiate based on perceived rather than real differences.
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Consumer Reports has many studies of common grocery store items for taste
tests and you might be surprised how your mind can fool you into believing there
is a real difference when in fact there is limited real difference between two similar
products. Find a study that tests the value proposition of a grocery store item and
see if you think they hold true to their promise. Here are some unique selling prop-
ositions that help differentiate companies through slogans they use:

o M&Ms The milk chocolate meltsin your mouth, notin your hand (see Figure 2.4).
» DeBeers Adiamond is forever.

sasha2109/Shutterstock.com

o FedEx Corporation When it absolutely, positively has to be there overnight.

« Dollar Shave Club Affordable blades to your door.

[ELITEERY MaM lives up toits promise thatits . The North Face Products that last a lifetime.

candies will melt in your mouth not your hands.
Do these companies effectively differentiate themselves with their slogans by communicating
what they do differently? Do you think these slogans suggest a difference that isimportant to cus-
tomers? The last question is actually not a fair question. It is not important to ask if a difference is
important to customers. Rather, the critical question is: “Which customers think this difference is
important and are there enough of them to be profitable if we focus on them and provide this dif-
ference?” In other words, it is important to be different from your competitors, but it also matters
that you offer something of value to a large enough group of customers to be successful.

An advantage over competitors gained by offering greater customer value is referred to as

a competitive advantage. Competitive advantages can be gained by offering lower prices or
by offering more or different benefits than competitors. However, a true competitive advantage
is one that is valuable to customers but cannot be easily copied by competitors, at least in the
near term. Advantages are most profitable when the company can sustain the advantage over
time. Lower price, for example, is seldom a sustainable competitive advantage because other
companies can lower prices if they are willing to make less profit or can do so to compete. Alter-
natively, a company could develop a different cost structure that allows it to offer lower prices
while making a higher profit. For example, Southwest Airlines in the United States and Ryanair
in Europe are examples of airlines that were created with inherently different cost structures
than the larger airlines they compete with on some routes (see Figure 2.5). When these airlines
enter a specific market, they can offer a lower price than their larger competitors and still make
a profit, which drove many of their larger competitors into bankruptcy and consolidation to
compete on something other than price. Walmart, too, currently has a price advantage, but it is
not price alone that makes Walmart’s low prices work for it. The advantage comes from offering
a wide range of the most commonly purchased products in one place at a relatively low price.

m Southwest Air-

line’s strategy has allowed for
significant growth.

Justin Sullivan/Getty Images
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In the United States, Verizon claims to have the widest coverage for its cellular network, so
customers have greater availability for using their phones while they travel within the country.
The fact that the network actually is bigger and provides more access through sheer size and cov-
erage is truly a competitive advantage and draws customers who are willing to pay more for the
wider coverage. However, does that mean that only one company can have a true competitive
advantage in a category? The answer is “No.” Why not? Because there are customers in the market
who want different things. An advantage one company has might be important to one customer,
but another company can have a different advantage that appeals to other customers. Fresca, the
sugar-free, lime-and-grapefruit-flavored soft drink, has been around since 1966. While most con-
sumers drink caramel-colored soft drinks with caffeine (and most with sugar), Fresca has a loyal
customer base that prefers the citrus soda. To be successful, you only have to appeal to enough
customers to be profitable, and there is more than one competitive advantage for most markets.
A company should choose a competitive advantage that is important to the market they have
selected, preferably that is also too difficult or not interesting enough for competitors to copy.

Having decided on a competitive advantage, a company has to be able to communicate
it to customers so that customers can distinguish one product from another. Marketers create
a brand name to identify their product from others. The brand name will typically be accompa-
nied by visual elements such as a logo, trademark, and the brand name spelled out in a specific
font and color, but it can also be linked to jingles, sounds, or other elements. Can you remem-
ber the sound that accompanies the mention of an Intel product in a television ad, or could
you mimic the end of a Farmers Insurance ad? The collection of visual, auditory, and other ele-
ments that differentiate one product from another help customers identify a specific brand.
Customers can identify one product from another by brand name, but differentiating a product
allows customers to develop a relationship with the product and perceive different products
differently. From a marketing perspective, we define a brand as the collection of perceptions
tied to a specific product that differentiate it from others. Subaru is perceived as slightly quirky,
but reliable (see Figure 2.6). Apple is innovative, chic, and tech. Rolex is luxurious and refined.

m Subaru appeals

to customers who want to go off
the beaten path.

Catrin Haze/iStock Editorial/Getty Images Plus

Each of these brands has been carefully crafted through marketing to communicate spe-
cific collections of benefits (and costs) to customers, and each has its followers who view the
specific value offered as a competitive advantage. Other customers prefer other brands because
they value different combinations of benefits (and costs). Marketing has a central role in this
important function, because marketing is responsible for carrying out the branding—the pro-
cess of using marketing’s tools and tactics to reinforce perceptions of the brand in the market.
We will discuss brands and branding in more detail in later chapters, but for now it is important
to recognize the important role marketing plays from the company level down to the specific
product levelin creating and maintaining competitive advantage in the market.
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If you watch Shark Tank, you know
one of Daymond John’s invest-
ment interests is the apparel
industry. While he has multiple
businesses, he is perhaps best
known as one of the founders
and CEO of FUBU (acronym for
For Us, By Us), which began with
John selling hats out of his mom’s
Hollis, Queens, New York, house.
FUBU was founded by Daymond
John, J. Alexander (see figure 2.7)
Martin, Keith Perrin, and Carlton
Brown as an alternative to main-
Daymond stream fashion and became syn-
John, CEO and Founder onymous with the growing hip
FUBU hop culture in the nineties. From
hats, the company began branch-
ing out to sell T-shirts, jerseys, and hoodies with capital raised from a
$100,000 mortgage on John’s mother’s house.

A key element of the early marketing strategy was to integrate
the brand with the growing hip hop culture by encouraging artists to
wear FUBU apparel (seefigure 2.8). Before long, the streetwearcom-
pany’sgearcouldbeseeninvideos,photos,andwornateventsbyart-
ists such as Brand Nubian, Snoop Dogg, Busta Rhymes, *NSYNC, O’
Dirty Bastard, and Mariah Carey. LL Cool J also sported FUBU in the
video for “Hey Lover” with Boyz Il Men in 1995. The street credibility
of FUBU continued to rise, as did orders. FUBU gained global dis-
tribution and had peak sales in 1998 of over $350 million. In 1999,
LL Cool J even starred in a GAP commercial wearing not only GAP
jeans and a GAP shirt, but also a FUBU hat, and he included “For Us,
By Us” in the ad. GAP pulled the ad once it realized the significance
of a competitive fashion brand with a prominent role in its ad, but
FUBU had already gotten the benefit of the free marketing.

In the late 1990s into the early 2000s, it seemed FUBU was in
a great position, but the company made several financial errors.
FUBU didn’t just get artists to wear its clothing in videos and to
events. FUBU released its own compilation album in 2001 in con-
junction with Universal Records titled the Good Life, featuring
Ludacris, LL Cool J, Nas, Nate Dogg, and others. While the album
did help sell more clothing, the album itself lost the company
over $5 million. Meanwhile, sales momentum in the late nineties
encouraged the company to increase capacity and production.
The production outpaced sales, which meant stores had too
much merchandise and began discounting FUBU gear to sell it.
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In his book, The Brand Within, John commented: “Once you hit
markdown bins, it’s tough to climb out, because you’ve lost the
sense that your clothes are fresh and vibrant.” The situation was
bad enough in the United States that FUBU pulled out of the U.S.
market in 2003 (except for their footwear line). The company did
maintain its global presence, focusing on Asia and Europe, and
had worldwide sales in 2009 of $200 million.

The company relaunched in the United States in 2010,
rebranded as FB Legacy, and has since collaborated with PUMA
and retailer Century 21 Stores. FUBU sales have exceeded
$6 billion since its founding and the company has continued to
add toits list stars who wear the brand to award shows and in vid-
eos, including Mary J. Blige, TLC, P. Diddy, and Beyoncé, among
others. From once selling only hats, the company now offers its
traditional apparel such as T-shirts and jerseys, but it also sells
underwear, suits through Karako Suits, and even watches. You
can purchase FUBU apparel on its website, though several of the
items are actually sold out. Hats are available at $34.99, back-
packs for closer to $400, watches start at $200 and go up, and the
suits from Karako Suits retail for $600 and up, though on-sale suits
sell for about $250 to $300. FUBU has also branched out into other
businesses, including hotelFUBU, FUBU Radio, and FUBU Mobile.

While this would seem to be a success story about a company
reinventing itself, other indicators signify that success the second
time around is not guaranteed. For example, the much-hyped
collaboration with Century 21 Stores from March 2019 did not do
much for either brand as Century 21 Stores closed all its stores
after filing for bankruptcy in September of 2020. In addition, on
FUBU’s website many items are significantly discounted or sold
out. A quick search to find out where you can buy FUBU merchan-
dise online turns up KicksUSA (owned by German retailer Snipes)
and Walmart. KicksUSA carries a small selection of FUBU T-shirts,
hoodies, and jackets ranging in price from $15 to $80. Walmart
carries a handful of FUBU sneakers ranging from about $18 to $30
and resells FUBU fragrances offered by third-party sellers priced
between $20 and $40. While many brands have lower-priced mer-
chandise sold through different stores, for FUBU this could be
a case of history repeating itself. Will FUBU be able to establish
itself as a major player in apparel with a brand that leverages cul-
ture, or will the brand find itself in the markdown bin again?

Questions:
1. Which fashion and apparel brands do you buy and why?

2. What role does culture play in the fashion and apparel
market?

3. Go to the FUBU.com website and browse the website. What
is your impression of the brand’s strategy? Now do a search
for FUBU clothing online and see where the brand is sold.
Now what is your impression of the brand’s strategy?

4. lIsit possible for a fashion brand to remain popular for a long
period of time, or is fashion by its very nature something
that has a time limit for success?

5. FUBU and its slogan “For Us, By Us” was originally associ-
ated with black culture, even though Daymond John has
suggested that the intention was to be more inclusive as hip
hop culture rather than simply a racially oriented brand. Is it
possible for a brand to “reposition” itself to include a wider
customer audience? If so, is this even a good idea for a com-
pany like FUBU? Why or why not?
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. What is marketing strategy and why is it important to companies?
. What role does marketing play in the company?
. Define mission statement and explain why it is important for organizations to have one.

. What is a competitive advantage? Does it have to be based on physical product differences?

a bHh W N =

. Whatis a brand and why is a brand important?

22 | Marketing Planning

Successful corporate-level strategy results in a mission statement that guides marketing strat-
egy by tying higher-level company goals to product-level marketing strategy. At the product
level, marketers take the company mission and translate the mission into specific brands that
provide a competitive advantage. Creating and maintaining a competitive advantage requires
coordinating all marketing activities to influence customer perceptions in a specific way that
benefits the brand. Implementing a successful marketing plan involves a high volume of plan-
ning and a coordinated marketing team effort.

LUSH

LUSH cosmetics is at a crossroads. Prior to Covid-19, LUSH was adding stores while other cos-
metics retailers were closing theirs. LUSH has close to 240 stores across the USA and Canada, and
LUSH was successful because they were different (Figure 2.9). Their products are different, made
primarily from organic fruit and vegetables, essential oils, and safe synthetics. LUSH products are
handmade. They use organic ingredients and limit the use of safe synthetics. They also refuse to
do business with companies that test products on animals. They have a charitable mission and
are tied to several philanthropic organizations. They use limited or no packaging. Their stores
offered a more personal experience for customers. Their difference made them successful before
Covid-19, but now LUSH must decide how to plan for potentially changing customer behavior.
Will more customers buy cosmetics online? Will customers he future, Will the customers return
to their retail stores or will the shift to online shopping force LUSH to take a different approach?
How easy is it for a company to change its entire mission and marketing strategy?

Ira Berger/Alamy Stock Photo

m LUSH stores display handmade products that
thrill the senses.
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Situation Analysis

Before a marketer decides what to do, she or he must understand the situation in great detail,
as the situation dictates what is possible and sets constraints on marketing activities. The
most common approach for assessing the situation is to use a SWOT analysis (see Table 2.1).
A SWOT analysis involves identifying internal strengths (S) and weaknesses (W) and external
opportunities (0) and threats (T). This structure encourages both inward assessment and out-
ward assessment for a comprehensive view of the environment.

TABLE 2.1 SWOT Analysis for LUSH Cosmetics

Potential Impact on Company

Focus and Control Positive Negative
Internal Strengths: Weaknesses:
« Founder has knowledge and background in « Cost structure is high for some products
industry « Some stores are very high rent and too small to
o Well-trained and knowledgeable staff generate enough volume
« High level of technical know-how to make « Very expensive to add new stores
products (research) « Compared to nonorganic alternatives, price
o Products made with effective process seems high for some customers
« Location(s) in high-traffic areas « Not all products fit company image (some are
« Small stores with high customer traffic and lower synthetics and not all are organic)
inventories = low costs to operate
External Opportunities: Threats:

« New products, especially increasing the breadth
of men’s products

» New customers, increasing focus on men and
also international markets

Partnering options with companies with similar
values (philanthropic and organic)

Innovation with new products or manufacturing
techniques

« Growing interest in organic products, especially
health and beauty

« Larger competitors copying product lines

o Smaller new competitors with similar products
entering market

« Increased regulation for labeling and product
ingredients

« Increased competition for supply of some of the
organic ingredients needed.

When evaluating the internal situation, the manager considers the company’s resources, such
as the personnel skill sets, financial resources, technology, perception in the market, production
capabilities, cost structure, marketing capabilities, and so on. External consideration of opportuni-
ties and threats includes scanning the environment for trends to anticipate what is likely to occur
in the near future. Common opportunities might include potential new markets, new technology
options, acquisition of new products, and adding specific skills to increase value. Potential threats
often include market changes, such as decreases in overall demand, recession, threats of substi-
tute products, workforce issues, legal or regulatory threats, and threats of industry changes that
will have a negative impact on the industry or company specifically in the future.

Companiesthat can appropriately analyze the situation have the opportunity to take advan-
tage of it, while those that do not will risk failure as the situation changes. For example, Apple
anticipated customers’ desire to connect and stay connected with each other and developed
the iPhone to provide this connection (along with several of its other products). This requires
collection and analysis of external data, which is a growing area for jobs in marketing. As the pop-
ulation gets older, can you think of what opportunities and threats this might create for Apple?

After the situation analysis is completed, the marketing-strategy task is to set specific mar-
keting objectives. Generally, marketing objectives state what is to be accomplished through
the marketing efforts. Objectives must meet several criteria to be effective. First, the objectives
must be specific and not too broad. For example, “We want to be an industry leader” does not
provide enough guidance for strategy development. Leader in what? Relative to whom? Second,
objectives must be realistic. Stating you want to be market leader without proper resources and
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market presence would simply be unrealistic and setting yourself up for failure. Third, objec-
tives must be time bound. When do you want to realize your goals? Some goals will have shorter
time frames, while others will necessarily be longer since they might take longer to achieve or
be prioritized differently. And finally, objectives should be measurable. You should be able to tell
whether or not you have achieved an objective. Consider the statement: “We want to provide
our customers the best possible products at the lowest possible price.” Is this a good marketing
objective? How would you modify the statement so that it is an effective objective?

Marketing objectives should be tied to a specific customer group. In other words, with
whom are you trying to accomplish a specific marketing objective? For example, a company
that sells computers might have several customer groups. One group uses their computers
primarily for work. Others use them for gaming. Others enjoy video editing. Some just want
basic connectivity for email. These customers have different preferences; therefore, marketing
objectives (and strategy) might differ significantly between plans for one group versus another.

Common marketing objectives are often set using actual numbers or changes in specific
marketing variables such as number of customers, sales dollars, quantity sold, market share, and
the like. For example, a small start-up restaurant might set an objective to reach sales of $12,000
per weekend within the next month or serve a minimum of 50 tables per night. Other objectives
are more perceptual and might include image, liking, and brand perception. For example, if local
diners generally think the restaurant is too expensive and therefore only for special occasions, the
restaurant might set the objective to change the perception among local diners so that they think
the restaurant is also appropriate for just a nice night out within the next 6 months. In the case of
theincrease in either sales or the number of tables, you can see that the success or failure is pretty
obvious based on whether or not the restaurant sees the numbers they set as a goal. The nonnu-
merical objectives are more difficult to measure for success or failure. For this reason, marketers
often use multiple objectives and measurements to determine if something is working or not.

Now, to the more difficult question. Let’s assume you are the restaurant owner. You have the
goals of $12,000 in sales per weekend within the next month and averaging 50 tables per night,
but also the goal to change your image from a special occasion restaurant that is too expensive to
one that is viewed as appropriate for a nice night out to be enjoyed within the next 6 months. How
would you do it? In other words, what would be your marketing strategy for achieving the different
marketing objectives? How would you make sure what you did to achieve one objective would not
harm your efforts to achieve another? The answer is to carefully plan your marketing activities.

The Marketing Plan

Once the manager has analyzed the situation at market and chosen marketing objectives
(goals) for a specific target market, the next activity is to develop a marketing plan—a writ-
ten document that guides marketing activities. The common elements in the marketing
plan are included in Figure 2.10, and sample plan outlines are included in the WileyPLUS.

Identify target customer(s) objectives, and specific marketing activities needed to
accomplish the goals

v

Pinpoint specific marketing objectives

v

Calculate budget

v

Identify time line

-

Define specific marketing actions needed to accomplish goals

[ | EISTTERT] Marketing
] [we] [me] [
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T

Product

m The 4P’s of Marketing
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Since the purpose of the plan is to provide guidance for all the marketing activities, the plan
must include all the needed information to inform all marketing decisions. Figure 2.10 includes
the key elements of a common marketing plan, though some plans can be more involved or
simpler depending on the situation. Plans will include the target customer, marketing objec-
tives, and specific marketing activities needed to accomplish the goals.

Marketing activities should only be included in the plan if the activity relates to one of the
specific marketing objectives. That is, activities should all have a purpose tied to one of the end
marketing goals. Each marketing activity listed in the plan should also have both a budget and time
line attached. In other words, the activities should be tied to the objective time lines and have a
tentative budget so the marketer has an idea about how much each item will cost and how long
it will take. The combination of action items in the plan will allow the marketer to calculate
a budget and manage cash flow during implementation, though the plan should include con-
tingency plans in case something unexpected occurs. Budgets should be comprehensive and
include all the items in the plan, but also include some flexibility for unexpected costs that often
occur at various stages of implementation. The time lines should also be comprehensive and
include interim dates when significant activities should be completed. As with budgets, including
some flexibility in time lines will increase the likelihood of success for the plan. Note that budgets
and time lines will be interrelated, because, as often happens, changes in the timing of market-
ing activities will change the cost of the activity. For example, if a company misses a deadline for
finalizing a television ad and has to rush the ad through production, there undoubtedly will be
increased costs for doing so.

The Marketing Mix

Marketers have to provide a detailed plan with specific tools and tactics that will be used to
achieve the marketing objectives and deliver the competitive advantage to customers. Market-
ers use a mix of tools and tactics to encourage and facilitate exchanges much like a chef mixes
ingredients to make a special dish. Each combination of ingredients will produce a different
taste, which will determine how well the guests like the dish. Marketers refer to the unique com-
bination of marketing activities used to encourage and facilitate exchanges by delivering value
to the customer as the marketing mix. The marketing mix is often referred to as the 4 Ps (see
Figure 2.11) since marketers make decisions in four traditional areas—product, place, price,
and promotion. Each P is important, but it is the combination, the mix, that will determine the
success or failure of the marketing strategy. While we will investigate each decision areain more
detail later in the text, for now it helps to get a brief overview of each decision area to give you a
sense of what the content of the marketing plan might include for each.

The product P is typically the first consideration for the marketing mix. Product deci-
sions cover what the company offers to the customer in the exchange. Questions that must
be answered as part of the product decisions might include: What are we selling or offering
to customers? What form will it take? How will it be packaged? How much will we offer? How
many different versions of the product will we provide? Though many people
generally think of a product as a physical object like a television, candy bar, or
refrigerator, marketers consider anything that can be offered in an exchange
with customers to be a product. Hence, a product could be a service such as car
repair, or legal services, or health care. If anything that can be exchanged could
be considered a product, what are the implications? From a marketing perspec-
tive, it means that the class you are taking is technically a product. So is the
education you will receive. A product could even be an idea. Virtually anything
that offers value and can be exchanged for something else is a product. This is
a fundamental principle of marketing and will be discussed in more detail in
Chapter 8.

Oncethe producthasbeendetermined, the marketerfocusesontheplaceP.
Place (often referred to as distribution) decisions determine where and when
the product will be made available to customers. Ideally, the company will
make place decisions that increase the value to customers. Place questions to
answer might include: Where do we want to make our product available for
sale? How will we deliver the product to customers? Should we use more than
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one way to get the product to customers? Increasingly, more attention is also being paid to
place decisions for returns and how to get the product back to the company should it need to
be returned. You have perhaps seen messages in or on products you have purchased that spe-
cifically tell you not to try to return a product to the store where you purchased it, but to call the
manufacturer to determine how to return it. Many customers ignore the message and return it
to the store, anyway. How the company deals with the store to handle these returns would also
be included in the place decision set. We discuss place in Chapter 9.

Once the product and place have been decided, the marketer can then decide how much to
charge the customer. Price p decisions set the physical cost of the product that the customer pays.
Should the company charge $2.99 per pound or should the price be $3.29 per pound for its cheese?
Note the final price you pay for a pound of cheese at the supermarket might be a function of several
prices. If a company makes cheese and decides to sell it to the supermarket for $2.99 per pound,
your final price at the supermarket might be $6.99 per pound. Why? Because the supermarket has
to cover its cost for the cheese, refrigeration, employees, insurance, lights, and so on. While the
physical price is the most obvious decision to make, other price decision questions might include:
How will the customer pay for the product? Will we offer financing options? Discounts? Combi-
nation prices for multiple items? Essentially, the price decision sets the minimum value for the
company for the exchange. For the customer, the price represents value in a very objective way. In
some cases, small differences in price can make a big difference in the value to customers. In other
cases, customers are not very sensitive to price at all. We discuss price in more detail in Chapter 10.

Finally, once the product, place, and price decisions have been made, the marketer can decide
how to promote the product. Promotion p decisions cover how the company will communicate the
value to the customer. Will the customer receive emails, television ads, a phone call, or will there
be billboards along the highway? What will be the message to customers? When and where will we
communicate with customers? The promotion decisions are last in the mix because until the spe-
cific product, place, and price have been set, it is difficult to develop a targeted promotion plan that
effectively expresses value to the customer. While traditional promotion methods (e.g., advertis-
ing, sales, etc.) are still widely used and effective, marketers are increasingly using social and digital
opportunities to encourage customer participation in the marketing process to build stronger con-
nections. In Chapter 7, we will extend the marketing mix framework to include this rapidly develop-
ing area of marketing practice. We discuss promotion in more detail in Chapters 11 and 12.

2.2 Concept Check

1. What s a situation analysis and what are the elements of a SWOT analysis?
2. What is the purpose of a marketing plan, and why is it important?

3. What is the marketing mix and what are the four key elements (4 Ps)?

23 | Marketing Implementation and Control

Marketing plans must be implemented properly for the business to be successful, and the
plan needs to be controlled and monitored on a regular basis. Once a detailed marketing plan
has been created, it needs to be implemented correctly to increase the likelihood of success.

WileyPLUS

Listen to Author Podcast

Implementation

Implementation is actually putting the plan into effect. Who will do what and when? How will
things be done? Implementation includes detailed action assignments, descriptions of the
specific activities required in the plan, time lines for completing the activities, budgets for the
specific activities, and reporting and completion goals.

Effective implementation is more straightforward with a thorough plan, but often there are sig-
nificantissues that arise duringimplementation that are difficult or in some cases impossible to pre-
dict. For example, General Mills makes Honey Nut Cheerios cereal. If honey is one of the ingredients
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in Honey Nut Cheerios cereal (one of your major products), and there is a disease that significantly
harms the bees and reduces the expected honey produced in the year, how could that impact your
marketing plan? Do a quick search online to get an idea about how significant this possibility is and
how important this would be for a company like General Mills and other companies who make prod-
ucts using honey. Other potential unpredictable problems can arise from either the market or the
company. If one of your key suppliers goes bankrupt, what effect might it have on your plan? If your
CEO takes another job with a competitor, how could this impact your potential for success?

Since often there are difficulties during the implementation of a marketing plan, good mar-
keting managers will try to put in place a number of safeguards that will help the company deal
with implementation issues. There are three primary safeguards. First, action items in the plan
are assigned to a specific person or team within the organization. Having someone in charge
decreases the likelihood that an item will be neglected as it has been clearly assigned to a per-
son or unit directly. This action also has the added advantage of reducing the potential conflict
over who should have authority for decisions about a specific activity. A succession plan is also
important that names who is the second in command should something happen to the person
with primary responsibility (takes a new job, gets ill, goes on maternity leave, etc.).

A second safeguard is to set expectations in terms of time, budget, and performance level
where appropriate for each activity. For example, if you were a sales manager for a new pharma-
ceutical drug, your responsibility would clearly be linked to sales of the new drug. What would
be the performance expectations for your task? Appropriate implementation should include
expectations for sales units within a specific time frame and within a specific budget. In addition,
you should expect that rewards and incentives (and also negative consequences) would be tied
directly to the performance expectations. If you exceed your sales expectations by 10% and save
10% of your budget, this should be reflected in your performance evaluation and compensation
or rewards. Of course, this works the other way as well, when performance doesn’t meet expecta-
tions. As a result, everyone involved knows what is expected and how performance will be judged.

A third safeguard is developing and enforcing communication and reporting protocols during
the implementation of a plan. For example, as sales manager in the previous example, you will be in
charge of your salespeople. Each of them will have performance expectations related to your overall
expectations. In other words, they will have a part of your goals and their performance will directly
influence your performance. To make sure the goals are being achieved during implementation of
the marketing plan for the new product, you would prefer regular performance updates to make sure
everyoneis on track, and also you would like to know when someone has a specific problem or when
someone discovers something that works really well. Establishing a regular reporting schedule and a
formal communication structure will help you make changes where needed during implementation
rather than waiting until it is too late to modify activities in the plan that are not working properly.

Plan Evaluation and Control

The implementation discussion above suggests the need for modifying the marketing plan and
its implementation when circumstances change. However, without a system in place that moni-
tors marketing performance relative to the plan goals, it would be impossible to know when and
how to make such modifications. A marketing plan therefore has to have a control structure that
monitors performance as it is ongoing to detect problems as they arise, and correct problems
while there is still time to make the plan a success. Marketers are becoming more sophisticated
in how they monitor the marketing function. They have two major tools, marketing dashboards
and marketing audits, to assess marketing performance to keep a plan on track.

Thefirsttoolis amarketing dashboard, which is a snapshot of key marketing performance
measures in a single display used to monitor strategic marketing performance. A marketing
dashboard provides current diagnostic information about the current performance in several
key marketing performance dimensions. Think of the marketing dashboard as the marketing
version of the dashboard in your car. Your car dashboard has indicators for speed (speedome-
ter), engine revving (tachometer), oil pressure, engine temperature, fuel levels, air temperature,
driving gear, and a host of other warning signals, including a check engine light. The purpose
of the car’s dashboard is to provide the driver with a summary of the key performance indica-
tors at a glance so that the driver can quickly assess the current state of the car’s performance.
Abnormal readings on an indicator suggest the need for corrective action, so when you are low
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2.3 Marketing Implementation and Control

on fuel you know to put more fuelin. When the engine is overheating, you stop driving it and try
to determine why it is overheating and fix it so that it runs again at normal temperature.

A marketing dashboard offers the marketing manager a similar summary of performance
indicators for key marketing variables, such as sales, trials of a new product, hits on a web page,
numbers of respondents to different marketing activities, tweets about a recent ad, and so on.
Importantly, different marketing situations might have different goals, objectives, and activi-
ties and therefore would capture different information and have different layouts. You wouldn’t
expect to find a battery-level indicator in a traditional gasoline-fueled car, but you would cer-
tainly expect to see one in an electric vehicle or hybrid that also uses electric power. We will
discuss dashboards in more detail in Chapter 15, but Figure 2.12 is an example to give you an
idea about what a marketing dashboard might look like.
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Key measures on the dashboard are tracked so the manager can monitor the progress (or lack
of) in real time. If the goal was to have 200 website visitors per hour because the company knows
from its own tracking that 200 visitors produce the desired purchase level, if the visitors are signifi-
cantly below the desired level, the manager can investigate to understand the reason for the lower
number of visitors and try to take action to correct the problem. Perhaps the website had a problem
and the discount link dropped, so fewer customers were visiting. The dashboard should be based
on variables that the manager has identified as important to meeting specific objectives. The dash-
board will also only be effective if thresholds have been developed that measure ongoing activity
relative to expectations. For example, if 200 visitors per hour are important to achieve the marketing
objective and 50 of those visits usually happen by quarter past the hour, the manager should check
the logs at quarter past the hour and compare the actual results to the expected number.
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While marketing dashboards provide a quick snapshot or summary of the current state of
performance for key marketing indicators, a dashboard does not cover all the critical components
in the marketing system, nor does the dashboard provide the marketer with explanations for why
something is not as it should be. To get more comprehensive information requires a more thor-
ough investigation of the marketing activities and performance effectiveness of all elements of
the marketing mix. When a more formal assessment is required, companies will use their second
tool for assessing market performance and perform a marketing audit. A marketing audit is a
comprehensive investigation of the full marketing mix or a subset of the mix (even a single activ-
ity) with the intention of checking for problems and uncovering reasons a marketing activity is
not performing as effectively as expected. For example, if a company’s sales start to decline, there
might be several marketing reasons for the decline. One manager might suggest that competitors
have lower prices that are luring customers away. Another manager might suggest the product
isn’t as good as those offered by competitors. However, the real explanation might be that the
company is not effectively communicating the value of its product to customers in a way that
matters to them (a promotion problem). An audit should uncover the root cause of a marketing
problem, which would suggest potential options for correcting the problem.

Companies use dashboards for tracking current marketing performance and conduct audits to
uncover marketing problems with the goal of making their marketing more effective. A marketing
plan is a living document in the sense that it is intended as a guide for action, but should be open
to modification when necessary. If you are traveling and your primary route is blocked due to road
construction, you need to find an alternate route to get to your destination. Amarketing planis like a
map and a good marketing department knows that sometimes diversions and rerouting are neces-
sary. The important outcome is to arrive at the destination in the most effective way possible.

2.3 Concept Check

1. How is a marketing plan implemented?

2. Whatis meant by having safeguards as part of an implementation strategy?
3. Describe a marketing dashboard. When and why are they used?
4

. Explain the definition and purpose of a marketing audit.

Chapter Summary

2.1 Marketing Strategy and Differentiation

» Marketing strategy is the managerial process of creating and

» The most successful companies offer something others don’t, which
suggests that another important element in the marketing plan is
the description of what sets the company apart from its competition.

maintaining exchanges that have value to both the customer and
the company in an evolving market environment. Marketing strat-
egy atthe organizational level involves determining which business
opportunities the organization would like to pursue and allocating
appropriate resources to capitalize on these opportunities.

The typical organizational marketing structure depends to some
extent on the size of the company, but in general there are three lev-
els: (1) corporate, (2) strategic business unit (SBU) or business level,
and (3) department level. Except in very small companies, marketing
isusually a separate department within the company or business unit.

A mission statement is a definition of the firm’s business focus
that provides direction for the company.
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An advantage over competitors gained by offering greater customer
value, either by having lower prices or providing more benefits that
justify higher prices, is referred to as a competitive advantage.

2.2 Marketing Planning

« Before a marketer decides what to do, she or he must under-

stand the situation in great detail, as the situation dictates what is
possible and sets constraints on marketing activities. The most
common approach for assessing the situation is to use a SWOT
analysis. ASWOT analysis involvesidentifyinginternal strengths (S)
and weaknesses (W) and external opportunities (O) and threats (T).
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After the situation analysis and opportunity assessment, the next
component of the marketing plan is to set marketing objectives.
Generally, marketing objectives state what is to be accomplished
through the marketing efforts.

Once a company decides on objectives, it develops a marketing
plan—a written document that guides marketing activities.

Amarketing planincludes a description of the specific tools and tactics
that will be used to achieve the marketing objectives and deliver the
competitive advantage to customers. Marketers refer to the unique
combination of marketing activities used to encourage and facilitate
exchanges by delivering value to the customer as the marketing mix.

All marketing activities in the marketing plan should include
a budget and time line.

2.3 Marketing Implementation and Control

» Implementation includes detailed action assignments, descrip-
tions of the specific activities required in the plan, time lines for

Discussion Questions 37

completing the activities, budgets for the specific activities, and
reporting and completion goals.

Any marketing plan has to have a control structure that monitors
performance in an ongoing sense to detect problems as they arise
and correct problems while there is still time to make the plan
a success.

A marketing dashboard is a snapshot of key marketing perfor-
mance measures in a single display used to monitor strategic
marketing performance. A marketing dashboard provides current
diagnostic information about the current performance in several
key marketing performance dimensions.

« A marketing audit is a comprehensive investigation of the full mar-
keting mix or a subset of the mix (could be even a single activity) with
the intention of checking for problems and uncovering reasons a
marketing activity is not performing as effectively as expected.
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Application Questions

1. Find an example of a good mission statement and a bad mission
statement. What are the main differences?

2. Choose any market you are familiar with and pick two brands you
know. Describe the perception of each brand.

3. Coca-Cola and Pepsi are viewed as similar in many ways. Can you
think of a competitive advantage for each of them?

4. What are the 4 Ps?

5. What is the unique selling proposition of your university or college
program?

6. What is the difference between a marketing audit and a marketing
dashboard in terms of how each is used?

7. How can a marketing dashboard be used to easily identify impor-
tant measures of success? List three measures of success you would
want to have on your company’s dashboard.

Discussion Questions

1. A company mission should provide focus for the organization. How
do companies with a philanthropic mission (TOMS, Warby Parker, etc.)
reconcile the fact that they make a profit while still having a social
agenda that is built on charity and giving?

2. Isitethical for a company to use its social mission to make a profit?
How much profit is acceptable to you? 10%? 20%? 50%? Explain your
answer.
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3. It has been said that a plan is nothing, but planning is everything.
How does this relate to the concept of a marketing plan?

4. What are the advantages and disadvantages of having someone
outside the company such as a consultant play a major role in develop-
ing an initial marketing strategy?

5. Does a competitive advantage have to be a real advantage or is per-
ception enough? Explain.
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Running Case: TSL | Beginnings of a Business Plan

WileyPLUS

Running Case Study
Video This Saves Lives,
Chapter 2—What Does a
Marketer Do?
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Getting Organized

Two months had passed since Todd Grinnell and Ryan Devlin had decided to form a company with the idea that
they wanted to do something to help countries affected by severe malnutrition, but the two were at something
of a standstill. While it was clear they wanted to help, and they saw promise in their BOGO idea to provide food
packets for snack bars, they were beginning to realize there were going to be some significant obstacles to over-
come if their dream was to become a reality. They knew one of the first key issues was to decide who to include
in the planning and development—important for any start-up. The two knew they would need someone with
passion for the social cause, but they also wanted someone with whom they could work well and enjoy the jour-
ney. Founders in a start-up spend a lot of time together and face many tough decisions. Too many start-ups fail
because of personality clashes that arise because of the difficulties that come with launching a new business.

After considering a couple of folks initially, Ryan shared the business plan with Ravi Patel. Ryan was
just looking for feedback and knew Ravi had run businesses in the past. However, Ravi instantly sparked
to the concept and provided great feedback—not just on the general idea, but on the overall strategy and
structure. It became clear that he could help them drive the concept forward in new and exciting ways, so
he joined as a founder.

Another key person for the project was Kristen Bell. Kristen was the first person with whom Ryan
shared the idea for TSL (outside of the founders and his wife). Kristen had taken humanitarian trips to
Africa and had seen malnourished children firsthand, just as he and Todd had. She is smart, motivated,
and supportive when it comes to philanthropy, and when he shared the earliest nugget of an idea for TSL,
she immediately took to it. She was the first investor, but turned out to be far more than that. She became
a founding partner, right alongside the other founders, and has helped to shape TSL from its earliest days.

The four members of the team seemed to fit well. Everything in the beginning was a group effort, and
Ryan considered it a constant situation where the team needed “all hands on deck” for everything. From
choosing the initial recipes to deciding on which font to use on the website (which incidentally took them
about two weeks to agree about), they had to have 100% consensus or they didn’t move on.

While the sense of teamwork and striving for a common goal was satisfying, the team quickly found,
as most start-ups do, that the demands of launching a business strain the ability of a small group to get
things done if the entire team has to work on everything together. To get things done, the team members
eventually gravitated toward their strengths. Todd took operations and philanthropy, Ravi tackled market-
ing, and Ryan was the point person on sales. Ravi and Kristen helped to refine the concept, lock in recipes,
attract investors, and bring the company to launch. Chloe Obico was brought in for marketing help and to
improve their BOGO model.

With the initial structure in place, the group turned their attention to developing a strategy.

A Question of Basic Marketing Strategy

From their initial idea, the TSL team knew they needed to break through the clutter of the very competitive
bar category. Once they landed on This Saves Lives as their brand name for their bars*, they knew they had
the foundation for their marketing strategy. They knew they wanted to be a high-end bar—both in product
and mission—so they could build loyalty and repeat purchases. But how could they make it work?

As the team sat around the conference table having a coffee, Chloe turned to Ryan. “Before we open
for business, we have to make sure the operations and logistics of the giving side are fully planned out.
What are we going to give and how?” Ryan agreed. “We can’t tackle poverty because it’s not realistic. We
have to be more focused to make this work.” The group agreed, and Kristen added, “Hunger is also too gen-
eral, I think. So what is a cause that we could effectively tackle at the source?” The discussion continued,
but in the end, the group chose to focus on alleviating severe acute malnutrition in children because it’s
a serious problem that has a simple treatment. And, it’s an issue that’s important to all of them, that most
of them had seen the effects of firsthand, and one in which they felt they could make an actual impact.

The focus on acute malnutrition in children fit perfectly with the TSL brand name. It gave the company
a specific marketing goal. However, the team also recognized that one of the main potential problems with
philanthropy-based giving is that the giving can sometimes actually make a situation worse. One of the main
arguments against BOGO businesses is that they can create dependency in the local communities they claim
to serve. If the company was simply donating food to hungry children, it could be feeding children around the
world, but might also create a dependency by the local community on its food drops. In that case, the company
would essentially only be putting a bandage on a much more serious problem. Worse, it might make the local
community population less likely and less motivated to pursue creative and productive paths to improve its
situation. This could have a devastating effect on the local community’s ability to survive and thrive on its own.

So the group decided that it was also important for the TSL marketing strategy to help in a viable,
long-lasting way that invests in people’s independence rather than holds them back. The team wanted to
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