GLOBAL @&
EDITION |

Marketing

An Introduction
FIFTEENTH EDITION

Gary Armstrong and Philip Kotler
with
Marc Oliver Opresnik

P



Marketin

An Introduction

Fifteenth Edition
Global Edition

© GARY ARMSTRONG

University of North Carolina

© PHILIP KOTLER

Northwestern University
with
© MARC OLIVER OPRESNIK

St. Gallen Management Institute

©

Pearson

Harlow, England « London ¢ New York « Boston ¢ San Francisco * Toronto * Sydney ¢ Dubai * Singapore * Hong Kong
Tokyo * Seoul ¢ Taipei * New Delhi « Cape Town * Sao Paulo * Mexico City * Madrid « Amsterdam * Munich ¢ Paris * Milan




Microsoft and/or its respective suppliers make no representations about the suitability of the information contained in the documents
and related graphics published as part of the services for any purpose. All such documents and related graphics are provided “as is”
without warranty of any kind. Microsoft and/or its respective suppliers hereby disclaim all warranties and conditions with regard to
this information, including all warranties and conditions of merchantability, whether express, implied or statutory, fitness for a
particular purpose, title and non-infringement. In no event shall Microsoft and/or its respective suppliers be liable for any special,
indirect or consequential damages or any damages whatsoever resulting from loss of use, data or profits, whether in an action of
contract, negligence or other tortious action, arising out of or in connection with the use or performance of information available from
the services.

The documents and related graphics contained herein could include technical inaccuracies or typographical errors. Changes are
periodically added to the information herein. Microsoft and/or its respective suppliers may make improvements and/or changes in the
product(s) and/or the program(s) described herein at any time. Partial screen shots may be viewed in full within the software version
specified.

Microsoft®, Windows®, and Excel® are registered trademarks of the Microsoft Corporation in the U.S.A. and other countries. This
book is not sponsored or endorsed by or affiliated with the Microsoft Corporation.

Pearson Education Limited

KAO Two

KAO Park
Hockham Way
Harlow

Essex

CM17 9SR
United Kingdom

and Associated Companies throughout the world
Visit us on the World Wide Web at: www.pearsonglobaleditions.com
© Pearson Education Limited, 2023

The rights of Gary Armstrong, Philip Kotler, and Marc Oliver Opresnik to be identified as the authors of this work have been asserted
by them in accordance with the Copyright, Designs and Patents Act 1988.

Authorized adaptation from the United States edition, entitled Marketing: An Introduction, /5th edition, ISBN 978-0-13-747645-9, by
Gary Armstrong and Philip Kotler, published by Pearson Education © 2023.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any
means, electronic, mechanical, photocopying, recording or otherwise, without either the prior written permission of the publisher or a
license permitting restricted copying in the United Kingdom issued by the Copyright Licensing Agency Ltd, Saffron House, 6-10
Kirby Street, London ECIN 8TS. This publication is protected by copyright, and permission should be obtained from the publisher
prior to any prohibited reproduction, storage in a retrieval system, or transmission in any form or by any means, electronic,
mechanical, photocopying, recording, or otherwise. For information regarding permissions, request forms, and the appropriate
contacts within the Pearson Education Global Rights and Permissions department, please visit www.pearsoned.com/permissions/.

Acknowledgments of third-party content appear on the appropriate page within the text.

PEARSON and MYLAB are exclusive trademarks owned by Pearson Education, Inc. or its affiliates in the U.S. and/or other
countries.

All trademarks used herein are the property of their respective owners. The use of any trademark in this text does not vest in the author
or publisher any trademark ownership rights in such trademarks, nor does the use of such trademarks imply any affiliation with or
endorsement of this book by such owners.

This eBook is a standalone product and may or may not include all assets that were part of the print version. It also does not provide
access to other Pearson digital products like MyLab and Mastering. The publisher reserves the right to remove any material in this
eBook at any time.

British Library Cataloguing-in-Publication Data
A catalogue record for this book is available from the British Library

ISBN 10: 1-292-43310-8
ISBN 13: 978-1-292-43310-3
eBook ISBN 13: 978-1-292-43316-5

Cover Photo: Sashkin/Shutterstock
Typeset in Times LT Pro 10/12 by Integra Software Services Pvt. Ltd.
eBook formatted by B2R Technologies Pvt. Ltd.


http://www.pearsonglobaleditions.com
http://www.pearsoned.com/permissions/

To Kathy, Mandy, Matt, KC, Keri,
Delaney, Molly, Macy, and Ben; Nancy, Amy, Melissa, and Jessica



Pearson’s Commitment
to Diversity, Equity,
and Inclusion

Pearson is dedicated to creating bias-free content that reflects the diversity,

depth, and breadth of all learners’ lived experiences.

We embrace the many dimensions of diversity, including but not limited to race, ethnicity, gender,
sex, sexual orientation, socioeconomic status, ability, age, and religious or political beliefs.

Education is a powerful force for equity and change in our world. It has the potential to deliver
opportunities that improve lives and enable economic mobility. As we work with authors to create
content for every product and service, we acknowledge our responsibility to demonstrate inclusivity
and incorporate diverse scholarship so that everyone can achieve their potential through learning.
As the world's leading learning company, we have a duty to help drive change and live up to our
purpose to help more people create a better life for themselves and to create a better world.

Our ambition is to purposefully contribute to a world where:

 Everyone has an equitable and lifelong opportunity *+ Our educational products and services are inclusive and
to succeed through learning. represent the rich diversity of learners.

« Our educational content accurately reflects the histories * Our educational content prompts deeper discussions
and lived experiences of the learners with students and motivates them to expand their
we serve. own learning (and worldview).

Accessibility Contact Us

We are also committed to providing products that While we work hard to present unbiased, fully accessible

are fully accessible to all learners. As per Pearson's content, we want to hear from you about any concerns or

guidelines for accessible educational Web media, needs with this Pearson product so that we can

we test and retest the capabilities of our products investigate and address them.

against the highest standards for every release,

Please contact us with concerns about any
potential bias at
*— https://www.pearson.com/report-bias.html

following the WCAG guidelines in developing new @
products for copyright year 2022 and beyond.

® You can learn more about Pearson'’s
commitment to accessibility at ®
https://www.pearson.com/us/accessibility.html

For accessibility-related issues, such as using
assistive technology with Pearson products,
——J) alternative text requests, or accessibility

documentation, email the Pearson Disability Support
@ P team at disability.support@pearson.com



https://www.pearson.com/us/accessibility.html
https://www.pearson.com/report-bias.html
mailto:disability.support@pearson.com

Brief Contents

PART 1 o DEFINING MARKETING AND THE MARKETING PROCESS 26

1 Marketing: Creating Customer Value and Engagement 26

2 Company and Marketing Strategy: Partnering to Build Customer Engagement,
Value, and Relationships 60

PART 2 o UNDERSTANDING THE MARKETPLACE AND CONSUMER VALUE 88

3 Analyzing the Marketing Environment 88
4  Managing Marketing Information to Gain Customer Insights 122

5 Understanding Consumer and Business Buyer Behavior 158

PART 3 ° DESIGNING A CUSTOMER VALUE-DRIVEN STRATEGY AND MIX 196

6  Customer Value—Driven Marketing Strategy: Creating Value
for Target Customers 196

Products, Services, and Brands: Building Customer Value 228
Developing New Products and Managing the Product Life Cycle 264
Pricing: Understanding and Capturing Customer Value 290

10  Marketing Channels: Delivering Customer Value 326

11 Retailing and Wholesaling 360

12 Engaging Consumers and Communicating Customer Value: Advertising
and Public Relations 398

13 Personal Selling and Sales Promotion 434
14  Digital Marketing 464

PART 4 ° EXTENDING MARKETING 502

15 The Global Marketplace 502
16  Sustainable Marketing: Social Responsibility and Ethics 532

APPENDIX 1 COMPANY CASES 567

APPENDIX 2 MARKETING PLAN 599

APPENDIX 3 MARKETING BY THE NUMBERS 609
APPENDIX 4 CAREERS IN MARKETING 627

Glossary 641
References 649
Index 684



This page intentionally left blank



Contents

Preface 17

About the Authors 24

PART 1 © DEFINING MARKETING AND THE MARKETING PROCESS 26

1

Marketing: Creating Customer Value and Engagement 26

Objectives Outline 26 * Previewing the Concepts 26 ¢ First Stop: Amazon: Obsessed with Creating
Customer Value, Engagement, and Relationships 27

What Is Marketing? 28
Marketing Defined 29 ¢ The Marketing Process 29

Understanding the Marketplace and Customer Needs 30
Customer Needs, Wants, and Demands 30 ¢ Market Offerings—Products, Services, and
Experiences 31
Marketing at Work 1.1: The Walt Disney World Resort: Making Magical Moments 32
Customer Value and Satisfaction 33 ¢ Exchanges and Relationships 33 ¢ Markets 33
Designing a Customer Value-Driven Marketing Strategy and Plan 34

Customer Value-Driven Marketing Strategy 34 ¢ Preparing an Integrated Marketing Plan and
Program 38

Managing Customer Relationships and Capturing Customer Value 38
Engaging Customers and Managing Customer Relationships 38 ¢ Capturing Value from
Customers 44
The Changing Marketing Landscape 47
The Digital Age: Online, Mobile, and Social Media Marketing 47
Marketing at Work 1.2: Zoom: A Winning Product and Agile Marketing in the Digital Age 50

The Growth of Not-for-Profit Marketing 52 ¢ Rapid Globalization 52 e Sustainable Marketing:
The Call for More Environmental and Social Responsibility 53 ¢ So, What Is Marketing? Pulling It
All Together 54 < Developing Skills for Your Career 55

REVIEWING AND EXTENDING THE CONCEPTS 56

Chapter Review and Key Terms ¢ Objectives Review 56 ¢ Key Terms 57 ¢ Discussion and
Critical Thinking ¢ Discussion Questions 58 ¢ Critical Thinking Exercises 58 ¢ Minicases
and Applications ¢ Digital Marketing 58 ¢ Marketing Ethics 59 ¢ Marketing by the
Numbers 59 ¢ Company Cases 59

Company and Marketing Strategy: Partnering to Build Customer
Engagement, Value, and Relationships 60

Objectives Outline 60 ¢ Previewing the Concepts 60 ¢ First Stop: Rolex: Building Brand Equity
through a Customer-Driven Marketing Mix 61



8 Contents

Company-Wide Strategic Planning: Defining Marketing’s Role 62
Defining a Market-Oriented Mission 63 ¢ Setting Company Objectives and Goals 64
Designing the Business Portfolio 64
Marketing at Work 2.1: IKEA's Mission: Creating a Better Everyday Life for the Many People 65
Analyzing the Current Business Portfolio 67 ¢ Developing Strategies for Growth and Downsizing 69

Planning Marketing: Partnering to Build Customer Relationships 70
Partnering with Other Company Departments 71 ¢ Partnering with Others in the Marketing System 72

Marketing Strategy and the Marketing Mix 72

Customer Value—Driven Marketing Strategy 73

Marketing at Work 2.2: How Milk Is Becoming Dairy-Free 75

Developing an Integrated Marketing Mix 76
Managing the Marketing Effort and Marketing Return on Investment 78

Managing the Marketing Effort 78 ¢ Measuring and Managing Marketing Return on Investment 82
REVIEWING AND EXTENDING THE CONCEPTS 84

Chapter Review and Key Terms ¢ Objectives Review 84 ¢ Key Terms 85 « Discussion and
Critical Thinking ¢ Discussion Questions 85 ¢ Critical Thinking Exercises 85 ¢ Minicases
and Applications ¢ Digital Marketing 86 ¢ Marketing Ethics 86 ¢ Marketing by the
Numbers 86 ¢ Company Cases 87

PART 2 © UNDERSTANDING THE MARKETPLACE AND
CONSUMER VALUE 88

3 Analyzing the Marketing Environment 88

Objectives Outline 88 ¢ Previewing the Concepts 88 e First Stop: Microsoft: Adapting to the
Fast-Changing Marketing Environment 89

The Microenvironment and Macroenvironment 90
The Microenvironment 91 ¢ The Macroenvironment 94
Marketing at Work 3.1: Marketing in the Age of Disruption: Managing the Present and Planning for the Future 95

The Demographic and Economic Environments 96
The Demographic Environment 96 ¢ The Economic Environment 104

The Natural and Technological Environments 106
The Natural Environment 106 * The Technological Environment 107

The Political-Social and Cultural Environments 109
The Political and Social Environment 109
Marketing at Work 3.2: Cause-Related Marketing: Linking Brands, Consumers, and Causes 113

The Cultural Environment 114
Responding to the Marketing Environment 117

REVIEWING AND EXTENDING THE CONCEPTS 118
Chapter Review and Key Terms ¢ Objectives Review 118 ¢ Key Terms 119 ¢ Discussion and
Critical Thinking * Discussion Questions 119 ¢ Critical Thinking Exercises 119 ¢ Minicases
and Applications ¢ Digital Marketing 120 * Marketing Ethics 120 ¢ Marketing by the
Numbers 120 ¢ Company Cases 121



Contents

4 Managing Marketing Information to Gain Customer Insights 122

Objectives Outline 122 ¢ Previewing the Concepts 122 ¢ First Stop: Ferrero: Managing Marketing
Information and Customer Insights 123

Marketing Information and Customer Insights 124
Marketing Information and Today’s “Big Data” 124 ¢ Developing Customer Insights 125
e The Marketing Information System 125

Assessing Information Needs and Developing Data 126
Assessing Marketing Information Needs 126 ¢ Developing Marketing Information 127

Marketing at Work 4.1: Social Media Command Centers: Listening to and Engaging Customers in Social
Space 129

Marketing Research 130
Traditional Marketing Research in Transition 131 ¢ Defining the Problem and Research
Objectives 131 ¢ Developing the Research Plan 132 e Gathering Secondary Data 133
 Primary Data Collection 134 ¢ Implementing the Research Plan 143 < Interpreting and
Reporting the Findings 143

Analyzing and Using Marketing Information 144
Customer Relationship Management (CRM) 144 < Big Data, Marketing Analytics, and Artificial
Intelligence 145 e Distributing and Using Marketing Information 146

Marketing at Work 4.2: Artificial Intelligence in Marketing: “A Bigger Deal Than Fire or Electricity” 147

Other Marketing Information Considerations 149
Marketing Research in Small Businesses and Nonprofit Organizations 149 e International Marketing
Research 150 ¢ Public Policy and Ethics in Marketing Research 151

REVIEWING AND EXTENDING THE CONCEPTS 154

Chapter Review and Key Terms ¢ Objectives Review 154 ¢ Key Terms 155 < Discussion and
Critical Thinking ¢ Discussion Questions 155 ¢ Critical Thinking Exercises 156 ¢ Minicases
and Applications * Digital Marketing 156 * Marketing Ethics 156 ¢ Marketing by the
Numbers 157 ¢ Company Cases 157

5 Understanding Consumer and Business Buyer Behavior 158

Objectives Outline 158 ¢ Previewing the Concepts 158 ¢ First Stop: Lenovo: Understanding
Customers and Building Profitable Relationships 159

Consumer Markets and Consumer Buyer Behavior 160
Model of Consumer Behavior 160 ¢ Characteristics Affecting Consumer Behavior 161

Marketing at Work 5.1: Influencer Marketing: Leveraging Relationships between Influencers and Their
Followers 166

The Buyer Decision Process 174
Need Recognition 174 ¢ Information Search 175 ¢ Evaluation of Alternatives 175 ¢ Purchase
Decision 176 ¢ Postpurchase Behavior 176 ¢ The Customer Journey 177

The Buyer Decision Process for New Products 178
Stages in the Adoption Process 178 ¢ Individual Differences in Innovativeness 178 < Influence of
Product Characteristics on Rate of Adoption 179

Business Markets and Business Buyer Behavior 180
Business Markets 180 ¢ Business Buyer Behavior 182 ¢ Major Types of Buying
Situations 183 e« Participants in the Business Buying Process 184 ¢ Major Influences
on Business Buyers 184



10 Contents

PART3 ©

The Business Buyer Decision Process 186
Problem Recognition 186 ¢ General Need Description 187 ¢ Product Specification 187
e Supplier Search 187 ¢ Proposal Solicitation 187 e Supplier Selection 188 ¢ Order-Routine
Specification 188 ¢ Performance Review 188

Engaging Business Buyers with Digital and Social Marketing 189
E-procurement and Online Purchasing 189 ¢ Business-to-Business Digital and Social Media
Marketing 190

Marketing at Work 5.2: LinkedIn: The Place to Be for B-to-B 191

REVIEWING AND EXTENDING THE CONCEPTS 192

Chapter Review and Key Terms ¢ Objectives Review 192 ¢ Key Terms 193 < Discussion and
Critical Thinking * Discussion Questions 194 ¢ Critical Thinking Exercises 194 ¢ Minicases
and Applications ¢ Digital Marketing 194 * Marketing Ethics 195 * Marketing by the
Numbers 195 ¢ Company Cases 195

DESIGNING A CUSTOMER VALUE-DRIVEN STRATEGY AND MIX

Customer Value-Driven Marketing Strategy: Creating Value
for Target Customers 196

Objectives Outline 196 ¢ Previewing the Concepts 196 ¢ First Stop: Henkel’s Persil in the
Gulf States 197

Marketing Strategy 198
Market Segmentation 199

Segmenting Consumer Markets 199 ¢ Segmenting Business Markets 205

Marketing at Work 6.1: VOX Cinemas: Movie Experiences for Everyone 206

e Segmenting International Markets 207 ¢ Requirements for Effective Segmentation 208
Market Targeting 209

Evaluating Market Segments 209 ¢ Selecting Target Market Segments 210

Marketing at Work 6.2: Fila Sneaks Back into Fashion 213

Differentiation and Positioning 217
Positioning Maps 218 ¢ Choosing a Differentiation and Positioning Strategy 219
e Communicating and Delivering the Chosen Position 224

REVIEWING AND EXTENDING THE CONCEPTS 224

Chapter Review and Key Terms ¢ Objectives Review 224 ¢ Key Terms 225 < Discussion and
Critical Thinking * Discussion Questions 225 ¢ Critical Thinking Exercises 226 ¢ Minicases
and Applications ¢ Digital Marketing 226 * Marketing Ethics 226  Marketing by the
Numbers 227 ¢ Company Cases 227

Products, Services, and Brands: Building Customer Value 228

196

Objectives Outline 228 ¢ Previewing the Concepts 228 e First Stop: FiLLi Café: A Saffron-Infused

Tea Experience 229
What Is a Product? 230

Products, Services, and Experiences 230 ¢ Levels of Product and Services 231 ¢ Product and Service

Classifications 232



Contents 1

Product and Service Decisions 235
Individual Product and Service Decisions 235

Marketing at Work 7.1: Nike Pro Hijab: Combining Branding and an Innovative Design 237
Product Line Decisions 242 ¢ Product Mix Decisions 243
Services Marketing 245

The Nature and Characteristics of a Service 245  Marketing Strategies for Service Firms 246
* The Service Profit Chain 247

Branding Strategy: Building Strong Brands 250
Brand Equity and Brand Value 251 ¢ Building Strong Brands 252
Marketing at Work 7.2: Store Brands: Price Is Important, but It's More about the Customer Experience 255
Managing Brands 259

REVIEWING AND EXTENDING THE CONCEPTS 260

Chapter Review and Key Terms ¢ Objectives Review 260 ¢ Key Terms 261 ¢ Discussion and
Critical Thinking * Discussion Questions 262 ¢ Critical Thinking Exercises 262 ¢ Minicases
and Applications ¢ Digital Marketing 262 ¢ Marketing Ethics 263 ¢ Marketing by the
Numbers 263 ¢ Company Cases 263

Developing New Products and Managing the Product Life Cycle 264

Objectives Outline 264 e« Previewing the Concepts 264 ¢ First Stop: Google (... er, Alphabet): The
New Product Moon Shot Factory 265

New Product Development Strategy 266

The New Product Development Process 267
Idea Generation 267 * Idea Screening 269  Concept Development and Testing 269
e Marketing Strategy Development 271 ¢ Business Analysis 272 ¢ Product Development 272
* Test Marketing 272 ¢ Commercialization 273 ¢ Managing New Product Development 274

Marketing at Work 8.1: Apple: Innovative to Its Core 276
Product Life-Cycle Strategies 277

Introduction Stage 279

Marketing at Work 8.2: Managing L'Oréal’s Product Life Cycle: More Than Just Makeup 280

Growth Stage 281 e Maturity Stage 282 ¢ Decline Stage 283
Additional Product and Service Considerations 285

Product Decisions and Social Responsibility 285 e International Product and Services Marketing 285
REVIEWING AND EXTENDING THE CONCEPTS 287

Chapter Review and Key Terms ¢ Objectives Review 287 ¢ Key Terms 288 ¢ Discussion and
Critical Thinking * Discussion Questions 288 ¢ Critical Thinking Exercises 288 ¢ Minicases
and Applications ¢ Digital Marketing 288 * Marketing Ethics 289 ¢ Marketing by the
Numbers 289 ¢ Company Cases 289

Pricing: Understanding and Capturing Customer Value 290

Objectives Outline 290 e Previewing the Concepts 290 e First Stop: Peloton: Premium Priced. But It’s
Not about the Price 291

Major Pricing Strategies 293
Customer Value-Based Pricing 293
Marketing at Work 9.1: ALDI: Doing Things “Differentli” to Bring Customers Amazingly Low Prices 296
Cost-Based Pricing 297 ¢ Competition-Based Pricing 298



12 Contents

Other Internal and External Considerations Affecting Price Decisions 299
Overall Marketing Strategy, Objectives, and Mix 299 ¢ Organizational Considerations 301
e The Market and Demand 301 ¢ The Economy 303 ¢ Other External Factors 304

New Product Pricing Strategies 304
Market-Skimming Pricing 304 « Market-Penetration Pricing 304

Product Mix Pricing Strategies 305
Product Line Pricing 305 ¢ Optional-Product Pricing 306 ¢ Captive-Product Pricing 306
* By-Product Pricing 306 ¢ Product Bundle Pricing 307

Price Adjustment Strategies and Price Changes 307
Discount and Allowance Pricing 307 * Segmented Pricing 308 ¢ Psychological Pricing 309
* Promotional Pricing 310 ¢ Geographical Pricing 311 ¢ Dynamic and Personalized Pricing 312

Marketing at Work 9.2: Dynamic and Personalized Pricing: Walking a Fine Line 313
International Pricing 314 ¢ Price Changes 315

Public Policy and Pricing 318
Pricing within Channel Levels 319 e Pricing across Channel Levels 320

REVIEWING AND EXTENDING THE CONCEPTS 321

Chapter Review and Key Terms ¢ Objectives Review 321 ¢ Key Terms 323 < Discussion and
Critical Thinking ¢ Discussion Questions 323 ¢ Critical Thinking Exercises 323 ¢ Minicases
and Applications ¢ Digital Marketing 324 * Marketing Ethics 324 * Marketing by the
Numbers 324 ¢ Company Cases 325

1 O Marketing Channels: Delivering Customer Value 326

Objectives Outline 326 ¢ Previewing the Concepts 326 e First Stop: Airbnb: Disrupting Traditional
Distribution Channels 327

Supply Chains and the Value Delivery Network 328
The Nature and Importance of Marketing Channels 329 ¢ How Channel Members Add Value 330

Channel Behavior and Organization 332
Channel Behavior 332 ¢ Vertical Marketing Systems 333 ¢ Horizontal Marketing
Systems 336 e Multichannel Distribution Systems 336 ¢ Changing Channel Organization 337

Marketing at Work 10.1: Zara: Through Disintermediation to the Top of World Fashion 339

Channel Design Decisions 341
Analyzing Consumer Needs 341 e Setting Channel Objectives 342 e Identifying Major
Alternatives 342 < Evaluating the Major Alternatives 344 ¢ Designing International Distribution
Channels 344

Channel Management Decisions 345
Selecting Channel Members 345 ¢ Managing and Motivating Channel Members 346 ¢ Evaluating
Channel Members 346 ¢ Public Policy and Distribution Decisions 346

Marketing at Work 10.2: Microsoft Azure: Partnering with Customers in the Cloud 347

Marketing Logistics and Supply Chain Management 349
Nature and Importance of Marketing Logistics 349 e Sustainable Supply Chains 350
e Goals of the Logistics System 351 ¢ Major Logistics Functions 351 ¢ Integrated Logistics
Management 354

REVIEWING AND EXTENDING THE CONCEPTS 356

Chapter Review and Key Terms ¢ Objectives Review 356 ¢ Key Terms 357 < Discussion and
Critical Thinking ¢ Discussion Questions 358 ¢ Critical Thinking Exercises 358 ¢ Minicases
and Applications * Digital Marketing 358 ¢ Marketing Ethics 359 ¢ Marketing by the
Numbers 359 ¢ Company Cases 359



11

12

Contents 13

Retailing and Wholesaling 360

Objectives Outline 360 ¢ Previewing the Concepts 360 e First Stop: UNIQLO: The Innovative Route
in Fashion Retailing 361

Retailing 362
Retailing: Connecting Brands with Consumers 362 ¢ The Shifting Retailing Model 363 ¢ Store
Retailing 364 * Non-Store Direct Retailing 370

Omni-Channel Marketing: Blending In-Store, Online, Mobile, and Social Media Channels 372

Retailer Marketing Decisions 374
Marketing at Work 11.1: Sharaf DG’s Omni-Channel Strategy 375
Segmentation, Targeting, Differentiation, and Positioning Decisions 376 ¢ Product Assortment and
Services Decision 378 ¢ Price Decision 379 ¢ Promotion Decision 380 ¢ Place Decision 380

Retailing Trends and Developments 381
Increased Uncertainty and Disruption 381 ¢ Tighter Consumer Spending 382 ¢ New Retail Forms,
Shortening Retail Life Cycles, and Retail Convergence 383 ¢ The Rise of Megaretailers 384
» Rapid Advances in Retail Technology 384

Marketing at Work 11.2: The Future of Retailing: Using Technology to Enhance the Customer Experience 385
Sustainable Retailing 387 ¢ Global Expansion of Major Retailers 388

Wholesaling 389
Types of Wholesalers 390 ¢ Trends in Wholesaling 393

REVIEWING AND EXTENDING THE CONCEPTS 394

Chapter Review and Key Terms ¢ Objectives Review 394 ¢ Key Terms 395 ¢ Discussion and
Critical Thinking ¢ Discussion Questions 395 e Critical Thinking Exercises 396 ¢ Minicases
and Applications ¢ Digital Marketing 396 ¢ Marketing Ethics 396 ¢ Marketing by the
Numbers 397 ¢ Company Cases 397

Engaging Consumers and Communicating Customer Value:
Advertising and Public Relations 398

Objectives Outline 398 ¢ Previewing the Concepts 398 e First Stop: Jollibee: Communicating Family
Values 399

The Promotion Mix 400
Integrated Marketing Communications 401

The New Marketing Communications Model 401

Marketing at Work 12.1: Just Don’t Call It Advertising: It's Content Marketing 403

The Need for Integrated Marketing Communications 404 ¢ Shaping the Overall Promotion Mix 406
Advertising and Major Advertising Decisions 409

Setting Advertising Objectives 410 * Setting the Advertising Budget 412

Marketing at Work 12.2: Promoting Social Responsibility: It's the Right Thing to Do 413

Developing Advertising Strategy 415 ¢ Evaluating Advertising Effectiveness and the Return
on Advertising Investment 425 ¢ Other Advertising Considerations 425

Public Relations 427
The Role and Impact of PR 428 ¢ Major Public Relations Tools 429



14 Contents

REVIEWING AND EXTENDING THE CONCEPTS 430

Chapter Review and Key Terms ¢ Objectives Review 430 ¢ Key Terms 431 < Discussion and
Critical Thinking * Discussion Questions 431 ¢ Critical Thinking Exercises 431 ¢ Minicases
and Applications * Digital Marketing 432 ¢ Marketing Ethics 432 ¢ Marketing by the
Numbers 432 ¢ Company Cases 433

1 3 Personal Selling and Sales Promotion 434

Objectives Outline 434 ¢ Previewing the Concepts 434 e First Stop: Salesforce: You Need a Great
Sales Force to Sell Salesforce 435

Personal Selling 436
The Nature of Personal Selling 436 ¢ The Role of the Sales Force 437

Managing the Sales Force 438
Designing the Sales Force Strategy and Structure 439 e Recruiting and Selecting Salespeople 442
 Training Salespeople 443 « Compensating Salespeople 444 < Supervising and Motivating
Salespeople 444 e« Evaluating Salespeople and Sales Force Performance 445 ¢ Social Selling:
Using Digital Sales Platforms and Tools 446

Marketing at Work 13.1: Digital Selling Technologies: Changing the Face of Professional Sales 447

The Personal Selling Process 449
Steps in the Selling Process 450 ¢ Personal Selling and Managing Customer Relationships 452

Sales Promotion 453
The Rapid Growth of Sales Promotion 453 < Sales Promotion Objectives 454 ¢ Major Sales
Promotion Tools 455

Marketing at Work 13.2: Red Bull: The Mother of All Event Marketers 458

Developing the Sales Promotion Program 460

REVIEWING AND EXTENDING THE CONCEPTS 460

Chapter Review and Key Terms ¢ Objectives Review 460 ¢ Key Terms 462 < Discussion and
Critical Thinking ¢ Discussion Questions 462 ¢ Critical Thinking Exercises 462 ¢ Minicases and
Applications ¢ Digital Marketing 462 ¢ Marketing Ethics 463 ¢ Marketing by the Numbers 463
e Company Cases 463

14 Digital Marketing 464

Objectives Outline 464 * Previewing the Concepts 464 e First Stop: Samsung Electronics: Engaging
Customers Globally via Social Media Marketing 465

Understanding Digital Marketing 466
The New Digital Marketing Models 467 ¢ Benefits of Digital Marketing to Buyers and Sellers 468

Preparing for a Digital Marketing Campaign 471
Knowing the Digital Consumer 471 ¢ Understanding Consumer Omni-Channel Navigation
Behavior 473 « Using Experimentation to Understand What Works 474

Employing Digital Channels in an Omni-Channel Strategy 475
Online Marketing 475 ¢ Social Media Marketing 480
Marketing at Work 14.1: Instagram: A Win-Win-Win for the Company, Advertisers, and Instagrammers 482
Mobile Marketing 487
Marketing at Work 14.2: Mobile Marketing: Engaging Consumers in Moments That Matter 489
Creating an Integrated Omni-Channel Strategy 490

Public Policy Issues in Digital Marketing 493



Contents

REVIEWING AND EXTENDING THE CONCEPTS 498

Chapter Review and Key Terms ¢ Objectives Review 498 ¢ Key Terms 499 < Discussion and
Critical Thinking * Discussion Questions 499 e Critical Thinking Exercises 500 ¢ Minicases
and Applications * Digital Marketing 500 ¢ Marketing Ethics 500 ¢ Marketing by the
Numbers 501 ¢ Company Cases 501

PART 4 © EXTENDING MARKETING 502

15 The Global Marketplace 502

16

Objectives Outline 502 » Previewing the Concepts 502 o First Stop: L’OREAL: “Beauty for All.
Beauty for Each Individual.” 503

Global Marketing Today 504

Understanding the Global Marketing Context 506
Political Context 506 ¢ Economic Context 506 ¢ Sociocultural Context 507
Marketing at Work 15.1: Tata Steel: Entering High-Potential International Markets 508
Technological Context 512 ¢ The Legal and Institutional Context 513 ¢ The Environmental
and Ecological Context 515

Deciding Whether to Go Global and Which Markets to Enter 516
Deciding Whether to Go Global 516 ¢ Deciding Which Markets to Enter 517

Deciding How to Enter Global Markets 518
Exporting 519 ¢ Joint Venturing 519 ¢ Direct Investment 521

Deciding on the Global Marketing Program 521
Product 522 ¢ Promotion 524
Marketing at Work 15.2: Localizing Chinese Brand Names: Important but Tricky 525
Price 526 ¢ Distribution Channels 526

Deciding on the Global Marketing Organization 527

REVIEWING AND EXTENDING THE CONCEPTS 528

Chapter Review and Key Terms ¢ Objectives Review 528 ¢ Key Terms 529 < Discussion and
Critical Thinking * Discussion Questions 529 ¢ Critical Thinking Exercises 530 * Minicases
and Applications ¢ Digital Marketing 530 * Marketing Ethics 530 ¢ Marketing by the
Numbers 531 ¢ Company Cases 531

Sustainable Marketing: Social Responsibility and Ethics 532

Objectives Outline 532 ¢ Previewing the Concepts 532 e First Stop: Patagonia’s “Conscious
Consumption’: Telling Consumers to Buy Less 533

Sustainable Marketing 534

Social Criticisms of Marketing 536
Marketing’s Impact on Individual Consumers 536 ¢ Marketing’s Impact on Society as a
Whole 541 ¢ Marketing’s Impact on Other Businesses 542

Pathways to Sustainable Marketing 543
Consumer Actions to Promote Sustainable Marketing 543 ¢ Business Actions toward Sustainable
Marketing 547

Marketing at Work 16.1: Starbucks: Serving the Underserved—Doing Good and Doing Well 548



16 Contents

Building the Sustainable Marketing Organization 554
Sustainable Marketing Principles 554

Marketing at Work 16.2: Waitrose: Bring Your Own Bag 560
The Sustainable Marketing Organization 561

REVIEWING AND EXTENDING THE CONCEPTS 562

Chapter Review and Key Terms ¢ Objectives Review 562 ¢ Key Terms 563 ¢ Discussion and
Critical Thinking * Discussion Questions 564 ¢ Critical Thinking Exercises 564 ¢ Minicases
and Applications * Digital Marketing 564 ¢ Marketing Ethics 565 ¢ Marketing by the
Numbers 565 ¢ Company Cases 565

Appendix 1
Appendix 2
Appendix 3
Appendix 4

Glossary 641
References 649
Index 684

Company Cases 567
Marketing Plan 599

Marketing by the Numbers 609
Careers in Marketing 627



Preface

New to This Edition
All That’s New: Marketing in the Age of Disruption

The fifteenth edition of Marketing: An Introduction reflects the major trends and shift-
ing forces that impact marketing in this digital age of customer value, engagement, and
relationships. Here are just some of the major new and continuing changes you’ll find in

this edition.

® Customer engagement framework: This fifteenth edition continues to build on its
customer engagement framework—creating direct and continuous customer involve-
ment in shaping brands, brand conversations, brand experiences, brand advocacy, and
brand community. New coverage and fresh examples throughout the text address the
latest customer engagement tools, practices, and developments.

14 Digital Marketing

Chapter 3: Analyzing the Marketing Environment 95

markeTiNG AT work ) (EX

Marketing in the Age of Disruption: Managing the Present and Planning

for the Future

Disruption in the marketing environment has always been
around. But it seems to have accelerated in recent years. The
recent past has been marked by everything from the rapid
rise of digital technologies and large economic swings to ex-
treme weather patterns, social and political turmoil, and global
health crises

And then there was 2020, with all that plus the massive dis-
ruptions caused by the COVID-19 pandemic. The pandemic
had a huge and wide-ranging impact on consumers and, conse-
quently, on the industries and brands that serve them. COVID's
adverse impact on jobs and the economy caused a crash in con-
sumer spending. Homebound, socially distanced, and financially
stressed consumers dramatically changed how  they shopped
and what they bought. Such disruptions create both threats and
opportunities for marketers, who must adapt quickly and create
flexible strategies to deal with uncertain times and futures.

Every brand has a pandemic story. Some industries suffered

airlines, restaurants, theaters, sports entertainment venues, and
many store retailers saw their fortunes plunge s locked-down
consumers isolated themselves at home. Many well-known
brands fell into bankruptey, such as Hertz, J.C. Penney,
Neiman Marcus, Lord & Taylor, Stei d Gold’s Gym.
In contrast, other companies and industrics thrived—online
retailers or those with strong online order and delivery systems,
such as Amazon and Target, video conferencing and other tech

companies like Zoom and Microsoft, social media and enter-
tainment brands like Facebook and Netflix, and home
fitness brands like Peloton, to name only a few.

But even brands that received automatic bumps in
sales from the pandemic faced huge challenges—how to
serve their consumers well and meet immediate demand
while at the same time preparing for a post-pandemic
“new normal.” For example, take Reckitt, the producer
of Lysol disinfectant and a cabinet full of other house-
hold brands that “help people enjoy a cleaner, healthier
life” In the carly months of the pandemic, Lysol faced a
gigantic spike in demand. And as people stayed home
and cooked more, they needed more of Reckitt’s Finish
dishwashing detergent. Homebound families adopted
more pets, so they needed more of Reckitt’s Resolve
carpet cleaner. And with more cooking and pet smells,
Reckitt had trouble keeping up with demand for its Air
Wick air freshening products.

Reckitt adapted swiftly and decisively. As early as

to source the needed amounts of more than 100 different raw
ingredients. It tripled production of Lysol by cutting deals with
hundreds of smaller brands to use their surplus production capac-
ity while at the same time investing in more capacity of its own.
To get its products quickly into the hands of needy custom-
ers, Reckitt slimmed down the sizes and varieties in the Lysol
line, which simplified everything from production to stock-
ing shelves. And even with its increased costs, Reckitt com-
mitted to keeping prices steady, mindful of the importance of
customer post-pand Its rapid
response to the COVID-19 disruption paid off for Reckitr’s
brands. Lysol finished 2020 with sales up 70 percent. And it
gained market share as rivals like Clorox stayed flat or strug-
gled just to keep up,
Perhaps no company provides a better example of how
to adapt to major disruptions than KDP. The company was
formed two years ago by the merger of pod coffee brewer

maker Keurig and cold drink maker Dr Pepper Snapple, mak-
ing it the only company that covers both the “hot” and “cold”
sides of the beverage industry.

When COVID-19 hit, rather than hunkering down and
waiting things out, KDP chose to make the crisis work in its
favor. It pivoted quickly for the short term but also wanted to
build adaptability into its long-term strategy. “We didn’t think
the world would return to normal,” said KDP's CEO, Bob
Gamgort. So “we forged a blueprint that makes disruption our
friend”

January 2020, Reckitt's CEO instructed his managers o 33 perhaps no company provides a better example of how to adapt to major
“turn on the factories 24 hours™ and go “full blast™ For  disruptions in the marketing environment than beverage maker KDP. During the

starters, even as competitors hes

ed, Reckitt nailed  COVID-19 pandemic, KDP “forged a blueprint that makes disruption our friend.”

down its ingredient supply chain, finding creative ways ey Dayan Progashy

® Digital marketing: In the fifteenth edition, the digital mar-

keting chapter (Chapter 14) is retitled, heavily restructured,
and much revised, with substantial new framing and content.
Rather than treating digital marketing as a part of the promo-
tion mix, the chapter is now a stand-alone digital marketing
strategy chapter focusing on special considerations in pre-
paring digital marketing campaigns. The recrafted chapter is
organized around a four-step digital marketing process that
involves understanding digital marketing, preparing for a digi-
tal marketing campaign, employing digital channels (online,
social media, and mobile marketing) in an omni-channel strat-
egy, and addressing public policy issues in digital marketing.

® Marketing in the age of disruption: Throughout the fifteenth

edition, you’ll find new coverage of how companies are deal-
ing with recent major disruptions in the marketing environ-
ment. The recent past has been marked by everything from
the rapid rise of digital technologies and large economic
swings to extreme environmental patterns, social and political
turmoil, and global health crises. For example, the digital age
has caused a massive shift in what, how, and where consum-
ers buy. Wide-ranging social, environmental, and political
developments require a new approach to social responsibil-
ity, sustainability, and brand activism. The global COVID-19
pandemic had a huge and lasting impact on consumers and,
consequently, on the industries and brands that serve them.
Such disruptions create both threats and opportunities for
marketers, who must adapt quickly and create flexible strate-
gies that can deal with uncertain times and futures.

® Marketing technology: Keeping up with digital con-

cepts, technologies, and practices is a top priority and
major challenge for today’s marketers. The fifteenth edi-
tion of Marketing: An Introduction provides thoroughly

17
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refreshed, up-to-date coverage of these explosive developments in every chapter—from
digital, online, mobile, and social media engagement technologies in Chapters 1, 4, 12,
and 14; to “big data,” new marketing analytics, the Internet of Things, and artificial intel-
ligence in Chapters 1, 3, 4, and 14; to the rapid rise of direct-to-consumer (DTC) marketing
in Chapters 10, 11, and 14; to the massive shift to omni-channel and digital marketing in
Chapters 11 and 14. The Chapter 1 section “The Digital Age: Online, Mobile, and Social
Media Marketing” introduces the exciting developments in digital and social media mar-
keting. Then a much-revised Chapter 14 on digital marketing digs more deeply into digital
marketing strategy and the digital tools by which marketers engage consumers anywhere,
anytime via their digital devices.

Fast-changing marketing trends and topics: This edition adds fresh coverage of both tra-
ditional marketing areas and fast-changing topics such as digital, mobile, and social me-
dia marketing; customer engagement marketing; the customer journey; big data, artificial
intelligence, and new marketing analytics; the major digital transformation in marketing
research; omni-channel marketing and the massive shifts in today’s retailing; direct-to-
consumer marketing (DTC); real-time customer listening and marketing; marketing con-
tent creation and curation; B-to-B social media and social selling; online and dynamic
pricing; sustainability and social responsibility; global marketing; and much more.

Content marketing and marketing communications: The fifteenth edition continues
to track fast-changing developments in marketing communications and the creation
of brand content. Marketers no longer simply create ad-

| FirststopJ

Amazon: Obsessed with Creating Customer
Value, Engagement, and Relationships

vertising and integrated marketing communications pro-
grams; they join with customers and media to curate and

When yeu thirk of shopping anline—or of shopping anywhere, for
that mattee—chances ane good thal you think fest of Amazon. The
online pionesr firsl opened its virtual doors in 1935, seling books
out of founder Jelf Bazos's garage in suburban Seatte, Amazon
afill sels books—lots and lots of books. But it now sals just about
averything else as well, from elecironics, housewares, apparsl, and
grecenes 1o loose diamonds, musical instruments, and Maine lob-
stevs. And Amazon has rapidly moved bavond oeling selling. not just

o physical
wervices, and| 50 Part 1: Defining Marketing and the Marketing Process
whare th wid
[From the &
i (e i worx) CER
0 average of
gant now pu
e Zoom: A Winning Product and Agile Marketing in the Digital Age
overtake aven|
What has The COVID-19 pandemic triggered a sudden move to the digital  goals. Zoom has offered scalable and secure communication
Foundes and world with remote working, virtual leaning. online and solutions for . small busine:
“Obsess. over| and online socializing becoming the norm. The lockdowns and  and large corporates alike. It has developed plans specifically
customer dri] work-from-home requirements pushed businesses to be nimble in  tailored for different industries, including the education sector,
irwa value for responding to the fast-changing situation and to employees. This  healthcare sector, finance sector, government, and the IT sector,
what's good 1 propelled the need for efficient communication tools and video-  to offer features and cusf pport systems for
Amazon wl conferencing come up with ways to stay connected with their  their respective industries. As the usage and popularity of the
Most Amazod customers and platforms. Although many video-conferencing  app kept on increasing in the early days of the pandemic, the
with the comp apps like Skype, Cisco, Webex, and Google Meet existed. Zoom,  company continued to innovate, adding features to enhance the
[ which was already a major player in the video-conferencing in-  user experience. Some of its most popular capabilities preferred
prr— dustry, came into the limelight in a matter of few days during the by its users include in-meeting chat, meeting recordings, screen
greets cusion] pandemic. sharing, breakout rooms, virtual backgrounds, raise-hand fea-
parsonalized { Zoom was founded in 2011 by Eric Yuan and is headquar-  ture, remote support, personal meeting ID, waiting room, and
purchase and| tered in San Jose, California. Zoom is a cloud-based video com-  integration with Google and Outlook calendars.
Tomars with 4 munications app that enables its users to set up online videoand  Although Zoom reached unprecedented levels of popularity
cuustomens, A audio conferences and webinars with live chats, screen-sharing, ~ during the COVID-19 pandemic, it was already on an impres-
Visitors to and other functions for efficient virtual collaboration. During ~ sive growth path before the coronavirus triggered lockdowns
salaction. goo] the pandemic, Zoom quickly became the benchmark for video  and stay-at-home orders were enforced. It had already done the
covery” facor conferencing and a platform providing real-time collaborative  groundwork for its exemplary success based on three key factors:
on Amazon.e ication for busin: izations. public bodies, 1) having a strong customer focus as part of its DNA; 2) building
ing. and discd schools, colleges, universities. and for personal use around the  an innovative product that sells itself; and 3) spending on market-
com has becol world. In 2019, it was listed on the Nasdaq stock exchanges.  ing and brand building. According to the founder and CEO of
bewwses for pe Before the pandemic, people normally imagined video con-  Zoom Eric Yuan, “From the start, Zoom’s main focus had been
ot aed revid ferencing to mean a serious corporate meeting with partici- to provide a cloud-based video conferencing platform that would
more than jusi pants who could not be physically present in the boardroom.
rect, personall However, the coronavirus changed this perception within a few
From the ] days as video calling became the way through which society
the foundaticd operated. Millions of people across the globe who were locked
goal is 1o help up in their homes resorted to using video conferencing to at-
sible tima at tend not just work meetings but also birthday parties, school
discovery kot and college classes, virtual concerts, religious events, and even
momand-pg] funerals. These unforeseen circumstances led to a race in the
on Amazon.cf tech industry to fulfill the urgent communication needs of busi-
shapping maf) nesses and individual consumers. Some experts have com-
mented that accelerated adoption behavior exhibited by people
could be equated to seven years’ worth of adoption behavior as
the market was pushed to plan, implement, and adopt a seven-
year plan in two weeks. Zoom seemed to be most ready to
respond to the market needs. According to Business Insider, the
usage of Zoom increased by a whopping 1900 percent between
December 2019 and September 20201
Zoom’s primary appeal comes from its simplicity and the
user-friendly experience it offers. The app is casy to get started 3 Real-time marketing: Videoconferencing app Zoom has made
with and the user interface is simple. The company prides itself  skilliul use of real-time social media marketing to create a fresh,
on delivering happiness to its users by enabling them to con- relevant brand personality and spark ongoing real-time engagement.
nect with others, express ideas, and pursue future dreams and  Seemanta Duta/ Aany Siock Photo

share marketing content in paid, owned, earned, and shared
media. You won’t find fresher coverage of these important
topics in any other marketing text.

® Global marketing and sustainable marketing: The
fifteenth edition’s global marketing and sustainable
marketing chapters (Chapters 15 and 16) have both
been significantly restructured and revised, with new
organizing frameworks, concepts, and examples.

New Real-World Brand Stories, Highlights,
Cases, and In-Text Examples

The fifteenth edition of Marketing: An Introduction is
loaded with new brand stories, highlight features, cases, in-
text examples, and end-of-chapter exercises and features
that illustrate brand strategies and contemporary marketing
issues and let students apply what they’ve learned.

® Chapter-opening stories, Marketing at Work highlights,
and in-text examples: The fifteenth edition brings
marketing to life with new or heavily revised chapter-
opening vignettes, boxed features that highlight relevant
companies and marketing issues, and loads of new in-
text examples throughout that illustrate contemporary
marketing practice.

® New company cases and end-of-chapter applications
and exercises: The fifteenth edition provides 16 new
company cases by which students can apply what they
learn to actual company situations. End-of-chapter
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discussion questions, critical thinking exercises, and other applications features are
also new and revised.

Solving Teaching and Learning Challenges

Today’s marketing is all about creating customer value and engagement in a fast-chang-
ing, increasingly digital and social marketplace. Marketing starts with understanding con-
sumer needs and wants, determining which target markets the organization can serve best,
and developing a compelling value proposition by which the organization can attract and
grow valued consumers. Then, more than just making a sale, today’s marketers want to
engage customers and build deep customer relationships that make their brands a mean-
ingful part of consumers’ conversations and lives.

In this digital age, to go along with their tried-and-true traditional marketing meth-
ods, marketers have a dazzling set of new online, mobile, and social media tools for
engaging customers anytime, anyplace to jointly shape brand conversations, experiences,
advocacy, and community. If marketers do these things well, they will reap the rewards in
terms of market share, profits, and customer equity. In the fifteenth edition of Marketing:
An Introduction, students learn how customer value and customer engagement drive
every good marketing strategy.

Six Major Customer Value and Engagement Themes

The fifteenth edition of Marketing: An Introduction builds on six major customer value
and engagement themes:

1. Creating value for customers in order to capture value from customers in return.
Today’s marketers must be good at creating customer value, engaging customers,
and managing customer relationships. In return, they capture value from customers
in the form of sales, profits, and customer equity. This innovative customer value and
engagement framework is introduced at the start of Chapter 1 in a unique five-step
marketing process model (see Figure 1.1), which details how marketing creates cus-
tomer value and captures value in return. The framework is carefully developed in the
first two chapters and then fully integrated throughout the remainder of the text.

2. Customer engagement and today’s digital and social media. Digital, mobile, and
social media have dramatically changed how companies and brands engage con-
sumers, and how consumers connect and influence each other’s brand behaviors.
The fifteenth edition thoroughly explores the exciting digital, mobile, and social
media technologies that help brands to engage customers more deeply and interac-
tively. It starts with two major Chapter 1 sections, “Customer Engagement and To-
day’s Digital, Mobile, and Social Media” and “The Digital Age: Online, Mobile,
and Social Media.” A completely restructured and revised Chapter 14 on digital
marketing summarizes the latest developments in digital marketing strategy and
digital engagement tools. Chapters 11 and 14 discuss the massive shift toward
digital and omni-channel buying and marketing. Everywhere in between, you’ll

Create value for customers and : Capture value from
build customer relationships : customers in return

Construct an
integrated
marketing program
that delivers
superior value

Engage customers,
build profitable
relationships, and

Capture value
from customers to

Understand the Design a
marketplace and customer value-

customer needs driven marketing
and wants strategy

create profits and
customer equity

create customer
delight

2> Figure 1.1 The Marketing Process: Creating and Capturing Customer Value
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Appendix 3 Marketing by the Numbers

Muarketing managers are facing increased sccountnbility for the financial implications of
their actions. This appendix provides o basic introduction to measuring marketing financial
performance. Such financial analysis guides marketers in making sound marketing deci-
sions and in assessing the outcomes of those decisions.
The appendix is built arsund a hypatheti ; of hoeme

ucts—Wise Domotics (“domotics™ refers to information technology in the home). The
company is introducing a device that allows wers 1o control all inlemet-connected smart
devices in (heir homes. Users will be able 10 control Eghting, lemperature, multimedia,
security systems, appliances, windows and doors, phones, and any other sman devices in
their homes that are connecled ko the internet. In this appendix, we will analyze the vari-
oue decisions Wise Domotica’s marketing managers must make before and after the new

iy

3.

Chapter 11: Retailing and Wholesaling

Marketing by the Numbers ~ The Hauz of Spize

397

The Malaysian food and grocery retail market offers the same
breadth of products that consumers would expect, including
packaged and unpackaged food, beverages. and household
products. In 2018, the Malaysian food and grocery retail market
was worth an estimated $48.2 billion with an annual growth
rate of around 9.4 percent. Of this $48.2 billion, 83.2 percent or
$40.1 billion was related to food purchases. A further increase
in the market took place after the Malaysian Ministry of Fi-
nance scrapped a 6 percent tax on goods and services. This had
asignificant impact on the price of food and beverages.

Malaysian restaurateur, Priti Gathani has operated four
What Tasty Food Restaurants for nine years and in March 2021
she opened her first grocery store in the affluent Bangsar, a
residential suburb on the outskirts of Kuala Lumpur, under the
name The Hauz of Spize.

Gathani and her partners hope that they will break even
within the first eight months of operation. She was keen to
open the store, recognizing that regardless of the pandemic or
changes in the eating habits of customers, they would always
need to obtain their food supplies and that many customers had
switched to home cooking during the pandemic. Gathani hopes
to open a chain of stores over the next few years with her focus
on fresh vegetables, hand-ground spices, and organic produce.

much inventory increases costs and lowers margins, especially
because of perishability. Both conditions reduce profits. One
measure of a reseller’s inventory management effectiveness is
its stockiurn rate (also called inventory wrnover rate for manu-
facturers). Retailers want to realize a large volume of sales on
as little inventory as possible while maintaining enough stock to
meet customer demand. To determine this, Gathani would need

1o run short-term market tests in selected stores to determine the

optimum inventory levels.

11-14. Using the data below, determine The Hauz of Spize’s
weekly stockturn rate for fresh produce during one of
the market tests. Refer to Analytic Ratios in Appendix
3: Marketing by the Numbers to learn how to calculate
stockturn rate. (AACSB: Analytical Thinking)

Week 1 Week 2 Week 3 Week 4
$76,000 $73,000 $86,000 $98,000

Cost of goods
sold
Average inventory  $35.000  $32,000  $38.000 $41,000
at cost

11-15. Interpret your answers in the previous question. Is the
weekly stockturn rate of The Hauz of Spize good or

find revised and expanded coverage of the exploding
use of digital and social marketing tools.

Building and managing strong, value-creating brands.
Well-positioned brands with strong brand equity provide
the basis upon which to build customer value and profit-
able customer relationships. Today’s marketers must posi-
tion their brands powerfully and manage them well to create
valued brand experiences. The fifteenth edition provides a
deep focus on brands, anchored by a Chapter 7 section titled
“Branding Strategy: Building Strong Brands.”

4. Measuring and managing return on marketing. Especially

in uneven economic times and an uncertain marketing en-
vironment, marketing managers must ensure that their mar-
keting dollars are being well spent. “Marketing account-
ability”—measuring and managing marketing return on
investment—has now become an important part of strategic
marketing decision making. This emphasis on marketing ac-
countability is addressed in Chapter 2, in Appendix 3: Market-
ing by the Numbers, and throughout the fifteenth edition.

Sustainable marketing around the globe. As technologi-
cal developments make the world an increasingly smaller
and more fragile place, marketers must be good at market-
ing their brands globally and in sustainable ways. New

:::n:‘: However, finding the right balance of products and stock- bad? What factors should be considered to determine

o ing levels is challenging. Not stocking enough merchandise—in this? (AACSB: Written and Oral Communication; Re- 5 .
conts. Whereas total fized costs fetmain constant as output increases, the fived cost per unil
{or average fiued cost) will decresse as outpul increases because the total fived costs are

Varisble costs spread across more uaits of output. Variable costs vary directly with the level of produc-

Costs thatvary dructy wit 1 leve of taon and include costs related 1o the direct # the product (such as costs of goods

pducion. 2old—COGS) and many of the marketing costs associnted with selling i Although these

Total costs. «costs tend to be uniform for each unit produced. they are called variable because their wotal

‘The sum of the fnd ad variable osis for waries with the number of unite produced. Total costs an the sum of the fixed and variable

‘@ny gives vl of production «oosts for amy given level of production.

material throughout the fifteenth edition emphasizes the

concepts of global marketing and sustainable market-
ing—meeting the present needs of consumers and businesses while also preserv-
ing or enhancing the ability of future generations to meet their needs. The fifteenth
edition integrates global marketing and sustainability topics throughout the text. It
then provides focused coverage on each topic in Chapters 15 and 16, respectively.
Both chapters are substantially restructured and revised in this edition for clarity and
currency.

6. Marketing in the age of disruption. Disruptions in the marketing environment have

always been around. There will be a constant flow of future disruptions, and the “new
normal” will always be elusive and evolving. Throughout the fifteenth edition, you’ll
find discussions and examples of how companies and brands are successfully meeting
disruptive challenges—from the digital revolution and large economic swings, to new-
age disruptive brands, to the aftermath of the global COVID-19 pandemic, to wide-
ranging environmental, social, and political movements. As a basic tenet of marketing,
to prosper in this age of disruption or even to survive, marketers must bend and adapt
to fend off the threats and take advantage of the opportunities. They must learn to serve
customers profitably in the face of constant change and uncertainty.

In-Text Teaching and Learning Features

Marketing: An Introduction provides a wealth of chapter-opening, within-chapter, and
end-of-chapter learning features that help students to learn, link, and apply major concepts.

® [ntegrated chapter-opening preview sections. The active and integrative chapter-

opening spread in each chapter starts with an Objectives Outline that provides a helpful
preview of chapter contents and learning objectives. Next, a Previewing the Concepts
section briefly previews chapter concepts, links them with previous chapter concepts,
and introduces the chapter-opening story. Finally, a chapter-opening vignette—an en-
gaging, deeply developed, illustrated, and annotated marketing story—introduces the
chapter material and sparks student interest.



120

|MINICASES AND APPLICATIONS |

Digital Marketing Brand Suppon for Black Lives Matter

In May 2020, amid many protests
Black Americans. many hramds posy
for the Black community and for i
{BLM) mevement. On Juse 2, 202()
pated in Black Owt Tuesday, on wh
social media for the day and disply
show suppont for Black Lives Mary
policy changes countering systemic
Jjustice sysiem. Some of the nation’s|
from Swarbaicks. Netflix, Nordsiro
Glossier, Ben & Jerry’s. and the NFL)
power to help build awarcness and o]
movement. Social media posts frof
higher-than-usual engagement. Use
ter hashtag grew more than 250-fodd)
One reason that many brandy
take public stands on controversial
Black Lives Marter movemsent is it
millemnial and Generation Z consul
horts important 1o bramds” Muwre g
people questioned whether brand cof

Marketing Ethics Ec

Amaron recently imroduced its Eq
which the company markets as a s
transaction-free smart speaker with)
asistant Alexa. Designed for kids,
controls that can Fmit activities an
do w0t want children 1o access. Howl
Campaign for Commercial-Free Chi
advocales against child-targeted my
that parents may rely on the Echo Dq
venience or assistance and not reali
device.

For example. if children tell AN
Bt Dot will aiffer games or activitig
ane of Amazon's brund partners. Thi
s that children cannot differcnaiaf

Appendlx 1 Company Cases

Company Case 1

Buffalo Wild Wings: Fueling
the Sports Fan Experience

‘With thousands of restaurams and chains in the Unised Stares,
the casual dining market is a fiercely competitive eavironment.
That's why \Iu‘ﬁmulby notable when o brand hits  growth

g on, Bulfalo

Wikl Wings—the wouiber one sellerof chiken wings and the
largest pourer of drafl beer—was one of thowe brands. In lite
more than a decade, Bulfale Wikl Wings increased fis footpring
from 300 restaurants to mone than 1.200—a growth curve that
resembled the wpwand spiral of & perfectly thrown foothall,
During that growih spust, B-Dubs—as ii is known io fans and
employees alike—was one of the fasest-growing restaurnt
chains in the United States.

But everyone knows that a perfecily thrown fotball can-
nod go up forever. Thus it was for Bulfabo Wikd Wings. As faa
s it grew For the better pan of a decade, sales growth fanemed
and even staned declining. Profits 100k an even bigger hit than
sales. BoDubs blamed everything from 5 growing cat-at-home
trend among milkenmials b o global price escalation for chicken
wings. As one of fow publicly traded restaurant chains, Buffalo
Wikd Wings faced mounting pressune b0 “fix things.”™ Those at
the helm of Builliabe Wikl Wings had o figare things ou quick-
ly. What was it that has made the chain so suecessful for so
many years? And why was that no beager working?

Powering Growth

The H
ers informaticn from children that it uf
recommendations, which could influd

Marketing by the Num|
As marketers focus on Generation 22

ing power, another gencration shoul
aging baby boonwers. The LS. 65-an

Wihat was the secret sance that initially set this wing joint on
Thre? Mamy years ago. Buflabo Wild Wings figured out that sat-
isfying bunger or even a craving for a panicular flavor of food
weren't the only reasons people chose 1 dine out. So BulTalo
Wik Wings focused on crafting and delivering a holistic cus-
tomer experience for a specific type of customer. “We realize
that we're not jusd in the business of selling wings.” the com-
pany stated during fts prime. “We'ne something muoch bigper.
We're im the business of fucling the sponts fan experience. Our
missbon is 10 WOW peophe every day!™ That misskon wasn't just
lip service. Every aspect of the brund's offering was designed 1o
execute on that promise.

It all started back in 1982 when Jim Dishow and Scott
Lowery opened their first B-Dubs restaurant near The Ohio
State University, Having just relocated Trom Bulfako, New Yok,
the dio basad the concept on a sawce they had de-
veloped when they found that mo one in the Columbus, Ohio,
area was serving awlbentic Buffalo wings. As their business
thrived, the young entreprencurs were eager 1o get to know their

cusiomers and give them what they wanted. It became imame-
diztely apparent that what the customers wanted was to walch
Oy State foothall games on the restanrat’s bone TV set.
From that epiphany, Buffalo Wild Wings evolved into a
chain with a singular focus—o be the kind of place that entices
any fan of any spoet, With a general strascgy in place and ir-
mesistible franchise fees. the company sprung up like a Michacl
Jardan jump shot, In fact, in 2003, Bulfalo Wikd Wings meade
a bold move by going public, joining a small number of stand-
alone nestaurant chains to be publicly traded.
Around that thme, Buffalo Wild Wings embarked on a mas-
shve expansion based om a new restauran design, An carly adopeer
of Mat-screen TV, Butfako Wild Wings designed its restaurants
10 b filled with domens of the gleaming rectanghes, cnsuring that
aﬂwwwﬂ‘bwhhﬂmmhm The ambiance
ight, beightly col-

bt mhhﬂy visihile in n“-il-h:mm.mdalargeh
anca segregated from the dindng arca. Wiereas many restaurants
are designed 10 “tam-and-bum” in order 1o cycle os many gucsts
as possible through each table, the environment at Buffalo Wild
Wings invited people (o linger longer and continue 10 enjoy the
various food and beverage options.

And while Bulfalo Wild Wings™ formula for sscoess was
largely centered on the non-menu clemems of the restatrant
experience, it did not overdook the mem. With 21 signatune
sauces and seasonings, all available on traditional and bone-
less wings, the company ensured there was no shortage of op-
tions 0 keep customers coming back again and again. In the
beer department, Buflabo Wild Wings offers as nxany as 30 dif -
ferent draft beers with a variety of domestic, impon, and crafl
brands. Because drafi beers have 1o achbeve a cenaln level of
tarover 1o ensure freshness, no other chain boasts this much
variety,

When Life Gives You Lemons, Make Lemon
Pepper Chicken Wings

In 2008, Buffalo Wild Wings got an unexpectod boost 16 res-
Aaurand traflic. As the Great Recession hit, it becane apparent
Just bow much value customers saw in Bulfalo Wild Wings®
focus on fucling the spons fan experience. As most casual
dining chains sow revenues plummet, B-Dubs experienced
the opposite, Wi had a ot of customers during the down-
tum whi e §0 our by f the [high] cost
of going to the game.” says CEO Sally Smith. “We wanted
1o creale an exciting envinonment for our customers where
they could put in a customired wing order, have a beer, and
enjoy the game just as much as if they had been there.™ In the
years following, folks progressively opted out of expensive
cable packages in licu of more affordable subscription ser-
wices like Metflix and Hulu. This brought in plenty of clients
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® Author comments and figure annotations. Throughout each
chapter, author comments ease and enhance student learning by
introducing and explaining major chapter sections and figures.

® Reviewing and extending the concepts.
Sections at the end of each chapter summarize
key chapter concepts and provide questions
and exercises by which students can review
and apply what they’ve learned. The Objec-
tives Review and Key Terms section reviews
major chapter concepts and links them to chap-
ter objectives. It also provides a helpful listing
of chapter key terms by order of appearance
to facilitate easy reference. A Discussion and
Critical Thinking section provides discussion
questions and critical thinking exercises that
help students to keep track of and apply what
they’ve learned in the chapter.

® Minicases and Applications. Sections at the
end of each chapter provide brief Digital
Marketing, Marketing Ethics, and Market-
ing by the Numbers applications cases that
facilitate discussion of current issues and
company situations in areas such as mobile
and social marketing, ethics, and finan-
cial marketing analysis. An end-of-chapter
Company Cases section identifies which of
the company cases found in Appendix 1 are
best for use with each chapter.

Developing Employability Skills

® Marketing at Work features. Each chapter contains a chapter-opening story and two
deeply developed Marketing at Work highlight features that provide in-depth looks
at real brand marketing strategies and contemporary marketing issues. For example,
students learn how Amazon’s deep-down passion for creating customer value, en-
gagement, and relationships earns customer buying dollars and loyalty in return; how
UNIQLO tries to live up to its philosophy “Made for All”’; why Peloton’s products fly
off the shelves despite their premium prices; and how brands like Wendy’s, Denny’s,
Jollibee, and Zoom harness real-time marketing’s power to engage customers in the
moment. They see how Instagram has made itself a win-win-win for the company,
advertisers, and Instagrammers alike; what makes LinkedIn the place to be for B-to-B
marketers; and how upstart brands like Casper Mattress awakened their slumbering
industries through direct-to-consumer marketing. They learn that artificial intelligence
in marketing is now “a bigger deal than fire and electricity” and how brands ranging
from Walmart and Target to beverage maker Keurig Dr Pepper have learned to deal
with marketing in this age of disruption. No other text brings marketing to life like the
fifteenth edition of Marketing: An Introduction.

® Company Cases. Appendix 1 contains 16 all-new company cases that help students to ap-
ply major marketing concepts and critical thinking to real company and brand situations.

® Marketing Plan appendix. Appendix 2 contains a detailed sample marketing plan that
helps students to apply important marketing planning concepts.
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® Marketing by the Numbers appendix. An innovative Appendix 3 provides students
with a comprehensive introduction to the marketing financial analysis that helps
guide, assess, and support marketing decisions. A new or revised exercise at the
end of each text chapter lets students apply analytical and financial thinking to that
chapter’s concepts and links the chapter to the Marketing by the Numbers appendix.

® C(areers in Marketing. A newly revised Appendix 4 helps students to explore market-
ing career paths and lays out a process for landing a marketing job that best matches
their special skills and interests.

Instructor Teaching Resources

The fifteenth edition of Marketing: An Introduction comes with the following resources:

® Instructor’s Manual

® Test Bank

® Computerized TestGen

® PowerPoints

For more information and resources, please visit www.pearsonglobaleditions.com/
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PART 1: DEFINING MARKETING AND THE MARKETING PROCESS (CHAPTERS 1-2)

Marketing

Creating Customer Value and Engagement

Objectives Outline

OBJECTIVE 1-1  Define marketing and outline the steps in the marketing process.

OBJECTIVE 1-2  Explain the importance of understanding the marketplace and
customers and identify the five core marketplace concepts.

OBJECTIVE 1-3  Identify the key elements of a customer value-driven marketing
strategy and discuss the marketing management orientations that guide marketing
strategy.

OBJECTIVE 1-4 Discuss customer relationship management and identify strategies
for creating value for customers and capturing value from customers in return.

OO0 000

OBJECTIVE 1-5 Describe the major trends and forces that are changing the
marketing landscape in this age of relationships.

Previewing the Concepts

This first chapter introduces you to the basic concepts of marketing. We start with the ques-
tion: What is marketing? Simply put, marketing is engaging customers and managing profit-
able customer relationships. The aim of marketing is to create value for customers in order
to capture value from customers in return. Next we discuss the five steps in the marketing
process—from understanding customer needs to designing customer value-driven marketing
strategies and integrated marketing programs to building customer relationships and captur-
ing value for the firm. Finally, we discuss the major trends and forces affecting marketing in
this age of digital, mobile, and social media. Understanding these basic concepts and form-
ing your own ideas about what they really mean to you will provide a solid foundation for all
that follows.

Let’s start with a good story about marketing in action at Amazon, by far the nation’s
leading online marketer. The secret to Amazon’s success? It’s really no secret at all. Amazon
is flat-out customer obsessed. It has a deep-down passion for creating customer value,
engagement, and relationships. In return, customers reward Amazon with their buying dol-
lars and loyalty. You'll see this theme of creating customer value in order to capture value in
return repeated throughout this chapter and the remainder of the text.



Amazon: Obsessed with Creating Customer
Value, Engagement, and Relationships

When you think of shopping online—or of shopping anywhere, for
that matter—chances are good that you think first of Amazon. The
online pioneer first opened its virtual doors in 1995, selling books
out of founder Jeff Bezos's garage in suburban Seattle. Amazon
still sells books—lots and lots of books. But it now sells just about
everything else as well, from electronics, housewares, apparel, and
groceries to loose diamonds, musical instruments, and Maine lob-
sters. And Amazon has rapidly moved beyond online selling, not just
into physical stores but also into video and music streaming, cloud
services, and the Internet of Things. If one company best represents
where the world is now headed, it's probably Amazon.

From the start, Amazon has grown explosively. During just the past
three years, Amazon'’s revenues have more than doubled to $386 billion,
an average of $283,000 every minute of every day. The e-commerce
giant now pulls in 45 percent of all U.S. online sales and is the nation’s
second-largest company by revenues, trailing only Walmart. And as
unthinkable as it might seem, at its current growth rate, Amazon could
overtake even mighty Walmart in as little as two years.

What has made Amazon such an amazing success story?
Founder and executive chair Jeff Bezos puts it in three simple words:
“‘Obsess over customers.” To its core, the company is relentlessly
customer driven. “The thing that drives everything is creating genu-
ine value for customers,” says Bezos. Amazon believes that if it does
what's good for customers, profits will follow.

Amazon wants to deliver a special experience to every customer.
Most Amazon.com regulars feel a surprisingly strong relationship
with the company, especially given the almost complete lack of actual
human interaction. Amazon obsesses over making each customer’s
experience uniquely personal. For example, the Amazon.com site
greets customers with their very own home pages, complete with
personalized site content and recommendations based on their past
purchase and browsing histories and the purchasing patterns of cus-
tomers with similar profiles. If it has 300 million Prime and non-Prime
customers, Amazon reasons, it should have 300 million stores.

Visitors to Amazon.com receive a unique blend of benefits: huge
selection, good value, low prices, and convenience. But it's the “dis-
covery” factor that makes the buying experience really special. Once
on Amazon.com, you're compelled to stay for a while—looking, learn-
ing, and discovering. More than just a place to buy things, Amazon.
com has become a kind of online community in which customers can
browse for products, research purchase alternatives, and share opin-
ions and reviews with other visitors. In this way, Amazon does much
more than just sell goods online. It engages customers and creates di-
rect, personalized customer relationships and satisfying experiences.

From the very start, selection, convenience, and value have been
the foundation stones of the Amazon experience. Amazon’s primary
goal is to help customers get whatever they want in the shortest pos-
sible time at the right price. To create even greater selection and
discovery for customers, Amazon allows competing retailers—from
mom-and-pop operations to Marks & Spencer—to sell their products
on Amazon.com through the Amazon Marketplace, creating a virtual
shopping mall of incredible proportions.

amazon
S

99 Amazon does much more than just sell goods online. It engages
customers and creates satisfying customer experiences. “The thing
that drives everything is creating genuine value for customers,”
says Amazon founder Jeff Bezos.

© 1996-2021, Amazon.com, Inc. or its affiliates

Amazon’s innovations have made the order and delivery process a
breeze. First it was 1-Click ordering that let customers purchase and
ship to preset options with just one click. Then Amazon added Dash
Buttons—shortcut buttons that let customers quickly reorder favorite
products. If there’s no smartphone or app handy, customers equipped
with an Amazon Echo smart speaker can now voice-shop with a
simple command, ‘Alexa, reorder laundry detergent"—Amazon’s
artificial intelligence—driven digital assistant will place and ship the
order for them. Or easier yet, Amazon’s
Subscribe & Save system gives
customers discounts for set-
ting up automatic repur-
chase of consumable
products. And Amazon
Dash Replenishment
can even check
product levels in
cloud-connected de-
vices (think printer
cartridges) and place
reorders before cus-
tomers even know they
are running low.

As for delivery, no other
seller—online or offline—has been
more effective than Amazon in getting the goods to its customers
fast. As much as it sells products and convenience, Amazon also
sells “speed.” When the online giant first introduced Amazon Prime
more than fifteen years ago, free 48-hour shipping was unheard of;
now, it's standard across the industry. So Amazon is working to bring
its free Prime shipping down to 24-hours. If that's not fast enough
for you, there’'s Amazon Prime Now—delivery within two hours or
less. “It's cheap, easy, and outrageously fast,” says one awestruck
customer.

Amazon’s deep-down
passion for creating
customer value, engagement,
and relationships
has made it the nation’s leading
online retailer. Amazon has become
the model for companies that are
obsessively and successfully
focused on delivering
customer value.

27


http://Amazon.com
http://Amazon.com
http://Amazon.com
http://Amazon.com
http://Amazon.com
http://Amazon.com
http://Amazon.com
http://Amazon.com

According to the vice president of Amazon Prime Now, her busi-
ness boils down to two simple questions: “Do you have what | want,
and can you get it to me when | need it?” Amazon continues to invest
heavily in making the answers to both questions a resounding “yes.”
To build an even faster and more reliable customer delivery experi-
ence, Amazon is rapidly amassing its own fleets of delivery vans,
trucks, and Boeing 767 cargo planes that will make it less dependent
on third-party shippers such as UPS and the U.S. Postal Service. By
one estimate, Amazon currently delivers two-thirds of its own pack-
ages. The company is also actively exploring more futuristic options,
such as delivery drones, robots, and driverless vehicles.

As Walmart and other store retailers are increasingly invading
Amazon’s digital domain, the online retailer is also invading their brick-
and-mortar worlds. It knows that a complete customer relationship will
require merging online and offline selling into the seamless omni-channel
shopping experience that today's consumers expect. For example,
Amazon’s purchase of upscale grocery chain Whole Foods Market gave
it a leap forward in grocery retailing and also provided a physical store
platform for the selling and more speedy delivery of other kinds of goods.

Amazon is expanding its physical store presence further with store
concepts such as Amazon Books (books), Amazon 4-Star (selections
of top-rated or trending items), Amazon Fresh (assortments of fresh

and prepared foods), Amazon Go convenience and grocery stores (au-
tomated self-checkout), and Amazon Pop Up (temporary stores). In
addition to selling products, these stores serve as pickup and return lo-
cations for online purchases. And to make returns easier yet, custom-
ers can simply drop returns off at their nearest Kohl's or UPS Store.
That's it. Store employees will pack, label, and ship them back for free.

So what sweeping new customer-pleasing changes can you
expect from Amazon in the future? According to Bezos, that’s not
the most important question. The more important question is what’s
not going to change? And at Amazon, that's creating real customer
value. “We know that customers want low prices,” says Bezos, “and
| know that's going to be true 10 years from now. They want fast
delivery; they want vast selection. And so. .. we know the energy we
put into [those things] today will still be paying off dividends for our
customers 10 years from now.”

Thus, Amazon has become the poster child for companies that
are obsessively and successfully focused on delivering customer
value. “Our customers are loyal to us right up until the second some-
body offers them a better service,” says Bezos. “And | love that. It's
super-motivating for us.” He concludes, “When things get compli-
cated, we simplify them by asking, ‘What's best for the customer?’
We believe that if we do that, things will work out in the long term.””

oday’s successful companies have one thing in common: Like Amazon, they are
strongly customer focused and heavily committed to marketing. These companies
share a passion for satisfying customer needs in well-defined target markets. They

motivate everyone in the organization to help build lasting customer relationships based on

creating value.

Customer relationships and value are especially important today. Facing dramatic tech-
nological advances and deep economic, social, and environmental disruptions, today’s cus-
tomers are reassessing how they engage with brands. New digital, mobile, and social media
developments have revolutionized how consumers shop and interact, in turn calling for new
marketing strategies and tactics. It’s now more important than ever to build strong customer
engagement, relationships, and advocacy based on real and enduring customer value.

We’ll discuss the exciting new challenges facing both customers and marketers later in
the chapter. But first, let’s introduce the basics of marketing.

Author Comment
Pause here and think about how you'd
answer this question before studying
marketing. Then see how your answer
changes as you read the chapter.

OBJECTIVE 1-1
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What Is Marketing?

Define marketing and outline the steps in the marketing process.

Marketing, more than any other business function, deals with customers. Although we will
soon explore more detailed definitions of marketing, perhaps the simplest definition is this

one: Marketing is engaging customers and managing profitable customer relationships.
The twofold goal of marketing is to attract new customers by promising superior value and
to keep and grow current customers by delivering value and satisfaction.

For example, Amazon dominates the online marketplace by creating a world-class
online buying experience that helps customers to “find and discover anything they might
want to buy online.” Facebook has attracted more than 2.7 billion monthly active web and
mobile users worldwide by helping them to “connect and share with the people in their
lives.” And Starbucks dominates the U.S. out-of-home coffee market by “creating a culture

of warmth and belonging, where everyone is welcome.

992

Sound marketing is critical to the success of every organization. Large for-profit firms
such as Apple, Target, Coca-Cola, Procter & Gamble, and Microsoft use marketing. But so
do not-for-profit organizations, such as colleges, hospitals, museums, symphony orches-

tras, and even churches.



Chapter 1: Marketing: Creating Customer Value and Engagement 29

You already know a lot about marketing—it’s all around
you. Marketing comes to you in the good-old traditional forms:
You see it in the abundance of products at your nearby shopping
mall and the ads that fill your TV screen, spice up your maga-
zines, or stuff your mailbox. » And in recent years, marketers
have assembled a host of newer marketing approaches, every-
thing from imaginative websites and smartphone apps to online
videos and social media. These new approaches do more than
just blast out messages to the masses. They reach you directly,
personally, and interactively. Today’s marketers want to become
a part of your life and enrich your experiences with their brands.
They want to help you live their brands.

At home, at school, where you work, and where you play,
you see marketing in almost everything you do. Yet there is
much more to marketing than meets the consumer’s casual eye.

9 Marketing is all around you, in good-old traditional forms and in a Behind it all is a massive network of people, technologies, and
host of newer forms, from websites and mobile apps to online videos activities competing for your attention and purchases. This book

and social media.
Cathy Yeulet/123RF

Marketing

The process by which companies

engage customers, build strong customer
relationships, and create customer value in
order to capture value from customers in
return.

will give you a complete introduction to the basic concepts and
practices of today’s marketing. In this chapter, we begin by
defining marketing and the marketing process.

Marketing Defined

What is marketing? Many people think of marketing as only selling and advertising.
We are bombarded every day with TV commercials, online pitches, catalogs, and spiels
from salespeople. However, selling and advertising are only the tip of the marketing
iceberg.

Today, marketing must be understood not in the sense of making a sale—*"telling and
selling”—but in the sense of satisfying customer needs. If marketers engage consumers
effectively, understands their needs, develops products that provide superior customer
value, and price, distribute, and promote them well, these products will sell easily. In fact,
according to management guru Peter Drucker, “The aim of marketing is to make selling
unnecessary.”> Selling and advertising are only part of a larger marketing mix—a set of
marketing tools that work together to engage customers, satisfy customer needs, and build
customer relationships.

Broadly defined, marketing is a social and managerial process by which individu-
als and organizations obtain what they need and want through creating and exchang-
ing value with others. In a narrower business context, marketing involves building
profitable, value-laden exchange relationships with customers. Hence, we define
marketing as the process by which companies engage customers, build strong cus-
tomer relationships, and create customer value in order to capture value from custom-
ers in return.*

The Marketing Process

9 Figure 1.1 presents a simple, five-step model of the marketing process for creating and
capturing customer value. In the first four steps, companies work to understand consumers,
create customer value, and build strong customer relationships. In the final step, companies
reap the rewards of creating superior customer value. By creating value for consumers,
they in turn capture value from consumers in the form of sales, profits, and long-term
customer equity.

In this chapter and the next, we examine the steps of this simple model of market-
ing. In this chapter, we review each step but focus more on the customer relationship
steps—understanding customers, engaging and building relationships with customers, and
capturing value from customers. In Chapter 2, we look more deeply into the second and
third steps—designing value-creating marketing strategies and constructing marketing
programs.
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Understand the

marketplace and

customer needs
and wants

=

Create value for customers and
build customer relationships

Design a
customer value-
driven marketing

strategy

=

Construct an
integrated

marketing program *

superior value

9> Figure 1.1 The Marketing

Process: Creating and Capturing

Customer Value

Author Comment
Marketing is all about creating value for
customers. So, as the first step in the
marketing process, the company must fully
understand customers and the marketplace.

that delivers

Engage customers,
build profitable
relationships, and
create customer
delight

Capture value from
customers in return

Capture value
from customers to

create profits and
customer equity

This important figure shows marketing in a nutshell. By creating value for customers,
marketers capture value from customers in return. This five-step process forms the
marketing framework for the rest of the chapter and the remainder of the text.

Understanding the Marketplace and Customer
Needs

OBJECTIVE 1-2  Explain the importance of understanding the marketplace and customers and

Needs
States of felt deprivation.

Wants

The form human needs take as they are
shaped by culture and individual personality.

Demands

Human wants that are backed by buying

power.

99 Staying close to customers: Airbnb’s CEO Brian Chesky (left) and
co-founder Joe Gebbia (center) regularly stay at the company’s host
locations, helping them shape new customer solutions based on real user
experiences.
Jim Wilson/The New York Times/Redux

identify the five core marketplace concepts.

As a first step, marketers need to understand customer needs and wants and the marketplace
in which they operate. We examine five core customer and marketplace concepts: (1) needs,
wants, and demands; (2) market offerings (products, services, and experiences); (3) value
and satisfaction; (4) exchanges and relationships; and (5) markets.

Customer Needs, Wants, and Demands

The most basic concept underlying marketing is that of human needs. Human needs are
states of felt deprivation. They include basic physical needs for food, clothing, warmth, and
safety; social needs for belonging and affection; and individual needs for knowledge and self-
expression. Marketers did not create these needs; they are a basic part of the human makeup.

Wants are the form human needs take as they are shaped by culture and individual
personality. An American needs food but may want roast turkey with all the fixings, fol-
lowed by pumpkin pie. A person in Papua, New Guinea, needs food but may want taro, rice,
yams, and pork, followed by banana cake with chocolate-coconut sauce. When backed by
buying power, wants become demands. Given their wants and resources, people demand
products and services with benefits that add up to the most
value and satisfaction.

Companies go to great lengths to learn about and under-
stand customer needs, wants, and demands. They conduct
consumer research, analyze mountains of customer data,
and observe customers as they shop and interact, offline
and online. People at all levels of the company—including
top management—stay close to customers. For example,
Amazon founder and executive chair Jeff Bezos had a cus-
tomer-facing email address that helped him identify customer
concerns. “I see most of those emails,” said Bezos, “and
I forward them, some of them—the ones that catch my eye.”
9> Similarly, to see up close what their customers experi-
ence, Airbnb’s CEO Brian Chesky and his co-founder Joe
Gebbia regularly stay at the company’s host locations, mak-
ing sure they live up to the company’s lofty vision. Such per-
sonal visits help the pair to shape new customer solutions
based on real user experience. And Starbucks chief executive
Kevin Johnson regularly spends time in his local Starbucks,
working the counter, brewing coffee, handing out orders,
wiping tables, and chatting with customers. Johnson wants






