


CONNECT FEATURES

Interactive Applications
Interactive Applications offer a variety of automatically 
graded exercises that require students to apply key 
concepts. Whether the assignment includes a click 
and drag, video case, or decision generator, these 
applications provide instant feedback and progress 
tracking for students and detailed results for the 
instructor.

eBook
Connect Plus includes a media-rich eBook that 
allows you to share your notes with your students. 
Your students can insert and review their own notes, 
highlight the text, search for specif c information, and 
interact with media resources. Using an eBook with 
Connect Plus gives your students a complete digital 
solution that allows them to access their materials 
from any computer. 

Tegrity
Make your classes available anytime, anywhere. With 
simple, one-click recording, students can search for 
a word or phrase and be taken to the exact place in 
your lecture that they need to review.
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Connect generates comprehensive reports and graphs that provide instructors with an instant view of the 
performance of individual students, a specif c section, or multiple sections. Since all content is mapped to 
learning objectives, Connect reporting is ideal for accreditation or other administrative documentation.

Learning Management System Integration
McGraw-Hill Campus is a one-stop teaching and learning experience available to use 
with any learning management system. McGraw-Hill Campus provides single sign-
on to faculty and students for all McGraw-Hill material and technology from within 
the school website. McGraw-Hill Campus also allows instructors instant access to all 
supplements and teaching materials for all McGraw-Hill products.

Blackboard users also benef t from McGraw-Hill’s industry-leading integration, 
providing single sign-on to access all Connect assignments and automatic feeding of 
assignment results to the Blackboard grade book.

EASY TO USE

POWERFUL REPORTING

Secure

Simple

Seamless
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v  William D. Perreault, Jr.  

 William D. Perreault, Jr., is Kenan 
Professor of Business at the Univer-
sity of North Carolina. Dr. Perreault 
is the recipient of the two most 
prestigious awards in his f eld: the 
American Marketing Association 
Distinguished Educator Award and 
the Academy of Marketing Science 
Outstanding Educator Award. He 
also was selected for the Churchill 
Award, which honors career impact 

on marketing research. He was editor of the  Journal of Mar-
keting Research  and has been on the review board of the  Jour-
nal of Marketing  and other journals. 
  The Decision Sciences Institute has recognized Dr. 
 Perreault for innovations in marketing education, and at 
UNC he has received several awards for teaching excellence. 
His books include two other widely used texts:  Basic Market-
ing  and  The Marketing Game!  
  Dr. Perreault is a past president of the American Mar-
keting Association Academic Council and served as chair 
of an advisory committee to the U.S. Census Bureau and 
as a trustee of the Marketing Science Institute. He has 
also worked as a consultant to organizations that range 
from GE and IBM to the Federal Trade Commission and 
Venezuelan Ministry of Education. 

  Joseph P. Cannon  

 Joseph P. Cannon is professor of 
marketing at Colorado State Univer-
sity. He has also taught at the Uni-
versity of North Carolina at  Chapel 
Hill, Emory University, Instituto 
de Empresa (Madrid, Spain), IN-
SEAD (Fontainebleau, France), and 
Thammasat University (Bangkok, 
Thailand). He has received  several 
teaching awards and honors. 
  Dr. Cannon’s research has 

been published in the  Journal of Marketing, Journal of Mar-
keting Research, Journal of the Aca  d  emy of Marketing Science, 
Journal of Operations Management,   Journal of Personal Selling 

and Sales Management, Journal of Public Policy and Marketing, 
Antitrust Bulletin,  and  the Academy of Management Review
among others. He is a two-time recipient of the Louis W. 
and Rhona L. Stern Award for high-impact research on 
interorganizational issues. He has also written many 
teaching cases. Dr. Cannon has served on the editorial re-
view boards of the  Journal of Marketing, Journal of the   Acad-
emy   of   Marketing Science  , Journal of Personal Selling and Sales 
Management,  and  Journal of Marketing   Education . The  Jour-
nal of Marketing Education  has honored Dr. Cannon with 
several distinguished reviewer awards. He served as chair 
of the American Marketing Association’s Interorganiza-
tional Special Interest Group (IOSIG). Before entering 
academics, Dr. Cannon worked for six years in sales and 
marketing for Eastman Kodak Company. 

  E. Jerome McCarthy  

 E. Jerome McCarthy received his 
Ph.D. from the University of Min-
nesota and was a Ford Foundation 
Fellow at the Harvard Business 
School. He has taught at the Uni-
versities of Oregon, Notre Dame, 
and Michigan State. He was hon-
ored with the American Market-
ing Association’s Trailblazer 
Award in 1987, and he was voted 
one of the “top f ve” leaders in 

marketing thought by marketing educators. 
  Besides publishing various articles, he is the author of 
books on data processing and social issues in marketing. 
He has been a frequent presenter at marketing confer-
ences in the United States and internationally. 
  In addition to his academic interests, Dr. McCarthy 
has been involved in guiding the growth of organizations 
in the United States and overseas—both as a consultant 
and as a director. He has also been active in executive 
education. Throughout his career, his primary interests 
have been in (1) “converting” students to marketing and 
effective marketing strategy planning and (2) preparing 
teaching materials to help others do the same. This is 
why he has spent a large part of his career developing 
and improving marketing texts to ref ect the most cur-
rent thinking in the f eld. 

 Authors of Essentials of 
Marketing, 14/e 
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vi

  Essentials of   Marketing  Is Designed to 
Satisfy  Your  Needs 
 This book is about marketing and marketing strat-
egy planning. And, at its essence, marketing strategy 
planning is about figuring out how to do a superior 
job of satisfying customers. We take that point of 
view seriously and believe in practicing what we 
preach. So you can trust that this new edition of  Es-
sentials of    Marketing —and all of the other teaching 
and learning materials that accompany it—will sat-
isfy your needs. We’re excited about this 14th  edition 
of  Essentials of   Marketing  and we hope that you will be 
as well. 

 In developing this edition, we’ve made hundreds 
of big and small additions, changes, and improve-
ments in the text and all of the supporting materials 
that accompany it. We’ll highlight some of those 
changes in this preface, but first some background 
on the evolution of Essentials of Marketing. 

 Building on Pioneering Strengths 
Essentials of   Marketing  pioneered an innovative 
 structure—using the “four Ps” (Product, Price, Pro-
motion, and Place) with a managerial  approach—
for the introductory marketing course. It quickly 
became one of the most widely used business text-
books ever published because it organized the best 
ideas about marketing so that readers could both 
understand and apply them. The unifying  focus of 
these ideas is: how does a marketing manager de-
cide which customers to target, and what is the best 
way to meet their needs? 

 Over many editions of  Essentials of   Marketing,
there have been constant changes in marketing 
management and the market environment. As a re-
sult, we have made ongoing changes to the text to 
reflect marketing’s best practices and ideas. 
Throughout all of these changes,  Essentials of   Market-
ing  and the supporting materials that accompany it 
have been more widely used than any other teach-
ing materials for introductory marketing. It is grati-
fying that the four Ps framework has proved to be an 
organizing structure that has worked well for mil-
lions of students and teachers. 

 The success of  Essentials of   Marketing  is not the result 
of a single strength—or one long-lasting innovation. 
Other textbooks have adopted our four Ps framework, 
and we have continuously improved the book. And 
the text’s four Ps framework, managerial orientation, 
and strategy planning focus have proved to be founda-
tion pillars that are remarkably robust for supporting 
new developments in the field and innovations in the 
text and package. Thus, with each new edition of  Es-
sentials of   Marketing  we have continued to innovate to 
better meet the needs of students and faculty. In fact, 
we have made ongoing changes in how we develop 
the logic of the four Ps and the marketing strategy 
planning process. As always, though, our objective is 
to provide a flexible, high-quality text and choices 
from comprehensive and reliable support materials—
so that instructors and students can accomplish their 
learning objectives. 

 What’s Different about  Essentials of   
Marketing ? 
 The biggest distinguishing factor about  Essentials of 
Marketing  is our integrative approach to creating a 
teaching and learning package for the introductory 
marketing course. This integration makes it easier to 
learn about marketing, teach marketing, and apply it 
in the real world. For many students, the introductory 
marketing course will be the only marketing class 
they ever take. They need to come away with a strong 
understanding of the key concepts in marketing and 
how marketing operates in practice. So in  Essentials of 
Marketing : (1) we examine  both  what marketing is and 
how to do it; (2) we integrate special topics like ser-
vices, international marketing, ethics, and more, 
across the text with coverage in almost every chapter; 
and (3) we deliver a supplements package completely 
developed or closely managed by the authors—so 
each part links closely with the textbook content. See 
Exhibit P-1. The integration of these three elements 
delivers a proven product for instructors and stu-
dents. Let us show you what we mean—and why and 
how instructors and students benefit from the  Essen-
tials of   Marketing  teaching and learning package. 

 Marketing operates in dynamic markets. Fast-
changing global markets, environmental  challenges 

 Preface 
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and sustainability, and the blurring speed of techno-
logical advances—including an explosion in the use 
of digital tools by both consumers and  businesses—
are just a few of the current trends confronting 
 today’s marketing manager. While some marketing 
texts merely attempt to describe this market envi-
ronment,  Essentials of   Marketing  teaches students 
analytical abilities  and  how-to-do-it skills  that prepare 
them for success. To propel students in this direc-
tion, we deliberately include a variety of examples, 
explanations, frameworks, conceptual organizers, 
exercises, cases, and how-to-do-it techniques that 
relate to our overall framework for marketing strat-
egy planning. Taken together, these different learn-
ing aids speed the development of “marketing 
sensibility” and enable students to analyze market-
ing situations and develop marketing plans in a 
confident and meaningful way. They are practical 
and they work. And because they are interesting 
and understandable, they motivate students to see 
marketing as the challenging and rewarding area it 
is. In the end, the  Essentials of   Marketing  teaching 
and learning package prepares students to analyze 
marketing situations and develop exceptional mar-
keting strategies—not just recite endless sets of 
lists. 

 In contrast to many other marketing textbooks, we 
emphasize careful  integration of special topics . Some text-
books treat “special” topics—like marketing relation-
ships, international marketing, services  marketing, 

the Internet, digital lifestyles, nonprofit organiza-
tions, marketing ethics, social  issues, and business-to-
business marketing—in separate chapters (or parts 
of chapters). We deliberately avoid  doing this be-
cause we are convinced that treating such  topics sep-
arately leads to an unfortunate compartmentalization 
of ideas. For example, to simply tack on a new chap-
ter on e-commerce or Internet marketing applica-
tions completely ignores the reality that these are not 
isolated topics; rather, they must be considered 
broadly across the whole rubric of marketing deci-
sions. Conversely, there is virtually no area of market-
ing decision making where it’s safe to ignore the 
impact of e-commerce, the Internet, or information 
technology. The same is true with other topics. Ex-
hibit P-2 shows the coverage of some key topics across 
specific chapters. 

 The teaching and learning materials—designed 
and developed by the authors—are integrated to 
work effectively with  Essentials of   Marketing . We don’t 
tack on extras that have been outsourced and don’t 
integrate well with our package. Because of this, you 
(the instructor) have flexible tools that allow you to 
teach marketing your way . Marketing can be studied and 
used in many ways, and the  Essentials of   Marketing  text 
material is only the central component of our  P rofes-
sional  L earning  U nits  S ystem ( P.L.U.S. ) for students 
and teachers. Instructors and students can select from 
our units to develop their own personalized teaching 
and learning systems. Our objective is to  offer you a 
 P.L.U.S.  “menu” so that you can conveniently select 
units you want—and disregard what you do not want. 
Many combinations of units are possible depending 
on course and learning objectives. Later in this Pref-
ace we highlight each  P.L.U.S.  element (full details 
can be found in the discussion of the Instructor’s Re-
source CD in the Instructor’s Manual). 

 Students only take the introductory marketing 
course once. They deserve the benefits of a highly 
innovative yet  proven  set of integrated learning 
 materials. Our teaching and learning materials—
from the textbook to the iPod videos to the test ques-
tion bank to the online materials—have been 
constantly updated yet are proven to work for gen-
erations of students. Do you want to use an unproven 
textbook with your students? 

 What’s New in This Edition of  Essentials 
of Marketing  ?  
 There are several big changes to this edition of 
  Essentials of Marketing  and hundreds of smaller ones. 
 Essentials of Marketing  is quick to recognize the many 
dramatic changes   in the market environment and 
marketing strategy—we are also quick to jump on 
new pedagogical innovations. So here is a quick 

Exhibit P–1 
Essentials of Marketing Integrates Marketing

Integrated, author-
developed
teaching &
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overview of what we changed for the fourteenth edi-
tion of  Essentials of Marketing.

  “Big data” and its implications.    One of the most 
profound recent changes in marketing has been the 
explosion of what is being called “big data”—data 
sets too large and complex to work with typical data-
base management tools. Organizations are using 
this to more narrowly target individual customers 
with tailored marketing mixes. It raises strategic and 
ethical questions. Almost every chapter in the book 
has a reference to this trend. 

  Shorter and easier to read.    Students and instruc-
tors appreciate concise coverage. We have had to 
make some difficult decisions—because one instruc-
tor’s cut is another’s favorite topic. We may have cut 
one of your pet topics. If so, please let us know—in 
this edition we brought back some of our coverage 
of competition when feedback suggested it was 
trimmed too much. 

Social media and digital lifestyles.  A major thrust 
of the last edition of  Essentials of Marketing  addressed 
customers’ digital lifestyles. The growth in smart-
phone ownership and overall use of the Internet 
continues to march on, having an impact on all ar-
eas of marketing. We continued to make updates to 
reflect this market dynamic. 

Up-to-date content, examples, exhibits, and im-

ages.  We update  Essentials of Marketing  with each new 
edition. Students and instructors appreciate current 
and relevant examples that demonstrate important 

marketing concepts. We update each and every 
chapter opening case scenario. There are dozens of 
new examples and specific concepts spread through-
out the book. While we don’t have space to list all of 
these changes, we can provide you with some high-
lights of the more significant changes with this edi-
tion of  Essentials of Marketing : 

Chapter 1.  We wrote a new chapter opener that 
features Nike, one of our students’ favorite brands. 
We added an extended example in the text describ-
ing how Chipotle adds value for its customers.  Triple
bottom line  is a new concept and key term. 

Chapter 2.  We significantly modified our cover-
age of lifetime customer value and customer equity. 
Customer lifetime value is a new key term. A new 
boxed teaching note looks more closely at differen-
tiation. We added  competitive advantage  as a key term. 
There is a new Internet Exercise on Levi’s in China. 

Chapter 3.  This has traditionally been one of the 
longest chapters in the book—so we made an effort 
to streamline coverage of all topics. The competitor, 
technology, and cultural and social environment sec-
tions were updated and re-written. We look at com-
petition in the streaming music industry. We wrote a 
new boxed teaching note on the role of 3D printing. 
Sustainable competitive advantage, gross national income,
and  Generation Z  are new key terms. 

Chapter 4.  A new chapter opener case features 
LEGO. The boxed teaching note in this chapter is 
the first extended treatment of “big data”—with a 

viii

 Exhibit P–2 Coverage of Special Topics Across Chapters*

Special Topic Chapter

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18

Marketing relationships X X X X X X X X X X X X X X X X X X

International X X X X X X X X X X X X X X X X X

Ethics X X X X X X X X X X X X X X X X X X

Services X X X X X X X X X X X X X X X X X X

B2B X X X X X X X X X X X X X X X X X

Technology, Internet, 
“Big Data” & digital lifestyle

X X X X X X X X X X X X X X X X X X

Environment & 
sustainability

X X X X X X X X X X X X X X X

Nonprofits X X X X X X X X X X X X

Quality X X X X X X X X X X X X X X X X

Customer value X X X X X X X X X X X X X X X X X X

Marketing’s link
with other functions

X X X X X X X X X X X X X X X X X X

*“X” indicates coverage in the form of a section of the chapter, example, illustration, or discussion. 
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look at how Target uses big data to predict what 
 customers will want to buy. A new Internet exercise 
profiles different segments in the mobile phone 
market. While we cover customer relationship man-
agement (CRM) in several places in the text, we de-
cided to add more substantial coverage in this 
chapter. We developed a new Ethics Question, which 
addresses issues around consumer privacy and gam-
ing apps. 

Chapter 5.    This chapter has many changes re-
lated to the influence of the Internet on consumer 
behavior. Of significant importance, we expanded 
discussion of how the web drives needs by updating 
and offering more rigorous coverage of the web 
and social influence on consumer decision making. 
Drawing on Charles Duhigg’s,  The Power of Habit , 
we adapted our treatment of learning and intro-
duced an extended example on Febreze. On the 
suggestion of a reviewer, we decided to pull culture 
out of “Social Influences” and give it more cover-
age, along with consumer behavior, in interna-
tional markets. Cloud storage service, Dropbox, is 
featured as an extended example of the adoption 
process. 

  Chapter 6.    After several editions of modest 
change, we made some bigger changes in the orga-
nizational buying chapter. These changes are based 
on feedback from our review team. We have reorga-
nized the chapter and believe that it will teach even 
better. We more explicitly discuss differences be-
tween organizational customers and final consumers 
(see new Exhibit 6-2) and we provide a more struc-
tured model of organizational buying (see Exhibit 
6-4). We further recognize the growing role of social 
media and online search as key sources of informa-
tion for organizational buyers. 

  Chapter 7.    Big data provides a natural extension to 
our traditional coverage of marketing information sys-
tems, data warehouses, and decision support systems. 
Consequently, we give students an important founda-
tion of big data in the market research chapter. A new 
boxed teaching note, “Big Data. Big Opportunity,” 
 offers context and application. Related topics, includ-
ing sentiment analysis, are covered later in the chap-
ter along with a new Internet exercise on the topic. An 
extended example describes the marketing research 
Heinz used to develop new ketchup packages. We 
more carefully outline differences between primary 
and secondary data. 

  Chapter 8.    We have increased coverage of goods 
and service combinations, product lines, and the 
“battle of the brands.” An extended example on 
Coca-Cola replaces one on Yahoo! There’s new cov-
erage on international trademarks spurred by prob-
lems Apple had with “iPad” in China. A new boxed 
teaching note covers the Internet of Things—an 

emerging technology concept with big implications 
for products. We refined our discussion of consumer 
product classes. 

Chapter 9.    Marketers have been giving a lot of at-
tention to the topic of innovation; so we beefed up 
coverage of this critical area. We have new sections 
on: (1) idea generation, (2) “the pivot” as key to new 
product introduction, and (3) stimulating growth in 
mature markets, featuring the recent story of 
 Philadelphia Cream Cheese and different types of 
innovations from the customer’s perspective (with 
some great new examples). We discuss how big data 
can be used to generate new product ideas. A new 
boxed teaching note looks more closely at nature as 
a source of ideas through biomimicry. We also de-
scribe how big data is important to product quality. 
A trade-off in adding these new topics is a cutback in 
our treatment of product  quality. 

Chapter 10.    The use of  multiple  channels of distri-
bution continues to grow—and so does our cover-
age of this trend and related topics here and in 
Chapter 12. We provide a richer explanation of how 
product class relates to channel choice. We added 
discussion of firms using both direct and indirect 
channels and enhanced coverage of multichannel 
distribution. There is a new exhibit covering levels 
of market exposure. Following some feedback, we 
updated and now provide a more careful explana-
tion of channel systems. 

Chapter 11.    We revised our discussion of the 
trade-offs among physical distribution costs, cus-
tomer service level, and sales with a longer, but 
clearer treatment. We describe how transportation 
companies utilize big data to lower costs. We added 
a new Internet Exercise. 

Chapter 12.    Retail is ever-changing. Our chapter- 
opening case features the latest marketing tactics of 
Macy’s—a retailer leading a renaissance in the de-
partment store world. Macy’s use of big data and ef-
fective integration of brick-and-mortar and online 
retailing  fueled its revival. Online retailing contin-
ues to evolve—and this section has received major 
revision, including extensive coverage of showroom-
ing and big data. We also look at mobile shopping. 
To wrap things up, we discuss the ethics of big data 
and retailing. 

Chapter 13.    This chapter always has a lot of new 
examples—students notice dated examples and we 
aim to eliminate them. We refined our coverage of 
promotion objectives and cut back on direct re-
sponse promotion. We added a distinction between 
inbound and outbound promotion. Inspired by a 
new book,  Youtility , a new boxed teaching note ex-
amines firms that focus on using communications to 
help customers. We updated our treatment of bud-
geting for promotion. 
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Chapter 14.    A new boxed teaching note describes 
the use of analytics to match customer service reps 
with customers—a kind of matchmaking that helped 
Assurant Solutions significantly increase customer 
retention. We updated our coverage of personal sell-
ing and information technology. 

Chapter 15.    This chapter on advertising, public-
ity, and sales promotion always has a lot of new cov-
erage and new images. Readers notice when ads and 
photos are not up-to-date, so we pay special atten-
tion to presenting the latest-and-greatest here. Our 
revised coverage of media reflects changes being 
brought on by technology and big data. Online ad-
vertising became “Digital Advertising,” with greater 
attention to advertising on both the Internet and 
cell phones. We cover how big data is used for social 
targeting. We compare the advantages of advertising 
on Google vs. Facebook. Our groundbreaking treat-
ment of social media as a form of publicity has been 
well-received; we built on that to cover new methods 
of social media. We now distinguish paid, earned, 
and owned forms of media. Finally, in order to bet-
ter consolidate our coverage of sales promotion, we 
moved some topics from Chapter 13 to Chapter 15. 

Chapter 16.    We have a new chapter opening case 
scenario focusing on Method Products, Inc. We 
think you and your students will appreciate hearing 
more about this interesting company. New topics ad-
dress the use of big data for dynamic pricing—which 
is now being used in more product-markets. We 
added coverage of paying over time (installment 
plans and leasing) and price-quality relationships. 
We also added a new Internet Exercise. 

Chapter 17.    The chapter opener, while still about 
TVs, was completely re-written around Samsung. 
There is also a new Internet exercise. 

Chapter 18.    We added coverage of the role of the 
Internet in keeping companies honest. Big data has 
lots of controversy around privacy, so we added a 
new section and a boxed teaching note, “Marketers 
Use Big Data—Cool or Creepy,” that helps students 
understand what this trend means. 

 Eighteen Chapters—with an Emphasis on 
Marketing Strategy Planning 
 The emphasis of  Essentials of   Marketing  is on marketing 
strategy planning. Eighteen chapters introduce the 
important concepts in marketing and help the stu-
dent see marketing through the eyes of the manager. 
The organization of the chapters and topics is carefully 
planned. We took special care in writing so that 

 • it is possible to rearrange and use the chapters in 
many different sequences—to fit different needs; 
and 

 • all of the topics and chapters fit together into a 
clear, overall framework for the marketing strat-
egy planning process. 

 Broadly speaking, the chapters fall into three 
groupings. The first seven chapters introduce market-
ing and a broad view of the marketing strategy plan-
ning process. We introduce the marketing strategy 
planning process in Chapter 2 and use this frame-
work as a structure for our coverage of marketing. 
See Exhibit P-3. Chapters 3–7 cover topics such as the 
market environment, competition, segmentation, dif-
ferentiation, and buyer behavior, as well as how mar-
keting information systems and research provide 
information about these forces to improve marketing 
decisions. The second part of the text goes into the 
details of planning the four Ps, with specific attention 
to the key strategy decisions in each area. Finally, we 
conclude with an integrative review and an assess-
ment of marketing’s challenges and opportunities. 

 The first chapter deals with the important role of 
marketing—focusing not only on how a marketing 
orientation guides a business or nonprofit organiza-
tion in the process of providing superior value to cus-
tomers but also on the role of macro-marketing and 
how a market-directed economy shapes choices and 
quality of life for consumers. Chapter 2 builds on 
these ideas with a focus on the marketing strategy 
planning process and why it involves narrowing down 
to the selection of a specific target market and blend-
ing the four Ps into a marketing mix to meet the 
needs of those customers. With that foundation in 
place, Chapter 2 introduces an integrative model of 
the marketing strategy planning process that serves 
as an organizing framework for the rest of the text. 

 Chapter 3 introduces students to the importance 
of evaluating opportunities in the external environ-
ments affecting marketing. This chapter also high-
lights the critical role of screening criteria for 
narrowing down from all possible opportunities to 
those that the firm will pursue. Then, Chapter 4 
shows how analysis of the market relates to segmen-
tation and differentiation decisions, as well as the 
criteria for narrowing down to a specific target mar-
ket and marketing mix. 

 You have to understand customers in order to 
segment markets and satisfy target market needs. So 
the next two chapters take a closer look at  customers . 
Chapter 5 studies the behavioral aspects of the final 
consumer market. Chapter 6 looks at how business 
and organizational customers—like manufacturers, 
channel members, and government purchasers—
are similar to and different from final consumers. 

 Chapter 7 presents a contemporary view of get-
ting  information—from marketing information sys-
tems and marketing research—for marketing 

x
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planning. Chapter 7 includes discussion of how in-
formation technology—ranging from intranets to 
speedy collection of market research data—is trans-
forming the marketing job. This sets the stage for 
discussions in later chapters about how research and 
marketing information improve each area of mar-
keting strategy planning. 

 The next group of chapters—Chapters 8 through 
17—is concerned with developing a marketing mix 
out of the four Ps: Product, Place (involving channels 
of distribution, logistics, and distribution customer 
service), Promotion, and Price. These chapters are 
concerned with developing the “right” Product and 
making it available at the “right” Place with the 
“right” Promotion at the “right” Price to satisfy target 
customers and still meet the objectives of the busi-
ness. These chapters are presented in an integrated, 
analytical way—as part of the overall framework for 
the marketing strategy planning process—so stu-
dents’ thinking about planning marketing strategies 
develops logically. 

 Chapters 8 and 9 focus on product planning for 
goods and services as well as managing product 
quality, new-product development, and the different 
strategy decisions that are required at different 

stages of the product life cycle. We emphasize the 
value of an organized new-product development 
process for developing truly new products that pro-
pel a firm to profitable growth. These chapters also 
detail how quality management approaches can im-
prove implementation, including implementation 
of better service quality. 

 Chapters 10 through 12 focus on Place. Chapter 
10 introduces decisions a manager must make about 
using direct distribution (for example, selling from 
the firm’s own website) or working with other firms 
in a channel of distribution. We put special empha-
sis on the need for channel members to cooperate 
and coordinate to better meet the needs of custom-
ers. Chapter 11 focuses on the fast-changing arena 
of logistics and the strides that firms are making in 
using e-commerce to reduce the costs of storing, 
transporting, and handling products while improv-
ing the distribution service they provide customers. 
Chapter 12 provides a clear picture of retailers, 
wholesalers, and their strategy planning, including 
exchanges taking place via the Internet. This com-
posite chapter helps students see why the big 
changes taking place in retailing are reshaping the 
channel systems for many consumer products. 

Differentiation
and Positioning

Customers

Company

Competitors

S.
W.
O.
T.

Segmentation
and Targeting

TARGET

PR

IC
E

PR
OD

UC
T PLACE

PROM

OTION

Co
nt

ex
t:

 E
xt

er
na

l M
ar

ke
t 

En
vi

ro
nm

en
t

Chapter 3

Chapter 4

Chapters
16 & 17

Chapters
8 & 9

Chapters 5 & 6

Chapters 1, 2, & 7

Chapters
13, 14, & 15

Chapter 18

Chapters
10, 11, & 12

Exhibit P–3 Essentials of Marketing and the Marketing Strategy Planning Process
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 Chapters 13 through 15 deal with Promotion. 
These chapters build on the concepts of integrated 
marketing communications, direct-response promo-
tion, and customer-initiated digital communication, 
which are introduced in Chapter 13. Chapter 14 
deals with the roles of personal selling, customer 
service, and sales technology in the promotion 
blend. Chapter 15 covers advertising, publicity, and 
sales promotion, including the ways that managers 
are taking advantage of the Internet and other 
highly targeted media to communicate more effec-
tively and efficiently. 

 Chapters 16 and 17 deal with Price. Chapter 16 
focuses on pricing objectives and policies, including 
use of information technology to implement flexible 
pricing; pricing in the channel; and the use of dis-
counts, allowances, and other variations from a list 
price. Chapter 17 covers cost-oriented and demand-
oriented pricing approaches and how they fit in to-
day’s competitive environments. The careful 
coverage of marketing costs helps equip students to 
deal with the renewed cost-consciousness of the 
firms they will join. 

 The final chapter considers how efficient the 
marketing process is. Here we evaluate the effective-
ness of both micro- and macro-marketing—and we 
consider the competitive, technological, ethical, and 
social challenges facing marketing managers now 

and in the future. Chapter 18 also reinforces the in-
tegrative nature of marketing management and re-
views the marketing strategy planning process that 
leads to creative marketing plans. 

 Three appendices can be used to supplement the 
main text material. Appendix A provides some tra-
ditional economic analysis of supply and demand 
that can be a useful tool in analyzing markets. 
 Appendix B reviews some quantitative tools—or 
marketing arithmetic—which help marketing man-
agers who want to use accounting data in analyzing 
marketing problems. Appendix B also reviews fore-
casting as a way to predict market potential and 
sales for a company’s product. Finally, students es-
pecially appreciate Appendix C—which is about ca-
reer opportunities in marketing. 

 Following Appendix C are 44 written cases. The 
first eight of these supplement video cases are avail-
able to instructors in their video package and on-
line to students. Almost all of the next 36 short 
written cases have been updated with new informa-
tion to make sure they reflect the realities of the 
current marketplace. The focus of these cases is on 
problem solving. They encourage students to apply, 
and really get involved with, the concepts developed 
in the text. At the end of each chapter, we recom-
mend particular cases that best relate to that chapter’s 
content. 
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 The authors of  Essentials of Marketing  and McGraw-
Hill Higher Education have put together a variety of 
resources to supplement your teaching and learning 
experience. We begin with a review of resources spe-
cific to the book and follow that with additional ma-
terials from McGraw-Hill Higher Education. The 
following section offers a walk-through for students 
and instructors. 

 Find the Resources for Teaching– 
Instructor’s Resource CD (IRCD) and 
Instructor Online Learning Center 
 Many of the resources here are available on the In-
structor’s Resource CD, which can be obtained from 
your McGraw-Hill salesperson. All of these resources 
are available on the Instructor side of the Online 
Learning Center (accessible via  www.mhhe.com/

fourps ). If you are not registered, please contact 
your McGraw-Hill salesperson. A secured Instructor 
Library/Resource Center stores your essential 
course materials to save you prep time before class. 

 Teach  Essentials of Marketing  Your Way—
Elements of P.L.U.S. 
Essentials of Marketing  can be studied and used in 
many ways—the  Essentials of Marketing  text material 
is only the central component of our  P rofessional 
L earning  U nits  S ystem (P.L.U.S.) for students and 
teachers. Instructors (and sometimes students) can 
select from our units to develop their own personal-
ized systems. Many combinations of units are possi-
ble, depending on course objectives. As a quick 
overview, in addition to the  Essentials of Marketing
text, the P.L.U.S. package includes a variety of new 
and updated supplements. 
•  Instructor’s Manual to Accompany Essentials of 

Marketing  .  Includes suggestions on how to teach 
the introductory course. Plus, you will find com-
ments on all of the exercises and problems in the 
textbook—Internet Exercises, Ethics Questions, 

Creating  Marketing Plans (for use with the Market-
ing Plan Coach) questions, end of chapter questions 
and problems, and Computer-Aided Problems. 

•  Presentation Resources (PowerPoints).  Our 
“best in the business” multimedia lecture support 
package includes a variety of materials. 
s    Chapter PowerPoint Slides.  For each chapter 

there is a set of PowerPoint presentations for 
a complete lecture that includes television 
commercials and short video clip examples, 
examples of print advertisements that demon-
strate important concepts, and questions to 
use with “clickers” or simply to check if stu-
dents are getting it. 

s  Archive PowerPoint slides.  We also have a set of 
archive slides with a high-quality selection of 
ads and photos. The archive slides also in-
clude slides with material that we may have 
cut from this edition of the book. 

s  YouTube PowerPoint slides.  NEW with this edi-
tion, we have added more than 80 slides with 
embedded YouTube videos. Bring virtual 
guest speakers, viral videos, case studies, and 
new ads to your classroom presentations. 

s    Multimedia Lecture Support Guide.  This guide 
supports the presentation slides and includes 
detailed lecture scripts, outlines, and archives. 
It also includes a list of all the YouTube Power-
Points and suggestions for their use with each 
chapter. 

•  Teaching Videos, Video Cases & Video Clips 1
Video Instructor’s Manual.  The video package 
includes 31 full-length videos. In addition, we 
have 138 short (1 to 4 minutes) video clips—
many integrated into the PowerPoint presenta-
tion slides. See the Video Instructor’s Manual for 
more ideas about how to use the videos in class. 

•  Bank of Objective Test Questions.  Our test 
bank includes more than 5,000 objective test 
questions—every question developed or edited by 
the authors to ensure it works seamlessly with the 
text. McGraw-Hill’s EZ-Test program facilitates the 

 Teaching and Learning 
Resources 
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creation of tests. We take great pride in having a 
test bank that works for students and instructors. 

•  Computer-Aided Problems.  This easy-to-use 
spreadsheet software program works with exer-
cises at the end of each chapter to help develop 
the analytical skills needed by today’s managers. 

•  Marketing Plan Coach.  This online software tool 
helps students build marketing plans using mate-
rials and concepts directly from the textbook. It 
was created by the authors specifically for use 
with  Essentials of Marketing . 

•  Learning with Ads.  These are great for visual 
learners, allowing them to preview or study con-
cepts from each chapter and examine applications 
in real print ads. About 10 to 15 ads per chapter. 

  •   Connect Marketing with LearnSmart (further de-

tails provided below).  The Connect package al-
lows you to add any or all of the following 
teaching and learning resources to your class. 
  s   Connect Interactive Applications —an online as-

signment and assessment solution that con-
nects students with the tools and resources 
they’ll need to achieve success. McGraw-Hill 
has partnered with Blackboard to deliver the 
content and tools directly inside your learning 
management system. 

s     LearnSmart —an adaptive learning program that 
identifies what an individual student knows and 
doesn’t know. LearnSmart’s adaptive learning 
path helps students learn faster, study more 
efficiently, and retain more knowledge. 

s     Practice Marketing Simulation— an online, inter-
active learning environment that simulates 
the full marketing mix as well as market seg-
mentation and targeting. 

  •   Teach the 4 Ps   Social Media Family.  This blog pro-
vides links to online articles, blog posts, videos, 
video clips, and commercials. The site is a great way 
to stay up-to-date and bring current content into 
your classroom. Many of these posts will also appear 
on the  Learn the 4 Ps  website that targets students. 

  •   Learn the 4 Ps   Social Media Family.  A blog, Face-
book page, and Twitter feed offer links to current 
online articles, websites, podcasts, and videos—
providing motivated students more ways to learn 
about marketing. 

•  Cartridges for Blackboard.  Our textbook pack-
age includes materials that can be integrated 
with this popular learning management system. 

 McGraw-Hill Connect 
  Connect  is an all-digital 
teaching and learning 
environment designed 
from the ground up to 

work with the way instructors and students think, 
teach, and learn. As a digital teaching, assignment, 
and assessment platform,  Connect  strengthens the 
link among faculty, students, and coursework, help-
ing everyone accomplish more in less time. 

 LearnSmart 
  The smartest way to get from B to A  
 LearnSmart is the most widely used and intelligent 
adaptive learning resource. It is proven to strengthen 
memory recall, improve course retention, and boost 
grades by distinguishing between what students know 
and what they don’t know and honing in on the con-
cepts that they are most likely to forget. LearnSmart 
continuously adapts to each student’s needs by build-
ing an individual learning path. As a result, students 
study smarter and retain more knowledge. 

 SmartBook 
A revolution in reading
 Fueled by LearnSmart, SmartBook is the first and 
only adaptive reading experience available today. 
SmartBook personalizes content for each student in 
a continuously adapting reading experience. Read-
ing is no longer a passive and linear experience, but 
an engaging and dynamic one where students are 
more likely to master and retain important con-
cepts, coming to class better prepared. 

 McGraw-Hill Connect Plus 
 McGraw-Hill Education 
reinvents the textbook-
learning experience for 

today’s students with  Connect Plus,  providing stu-
dents with a cost-saving alternative to the traditional 
textbook. A seamless integration of a media rich 
eBook and  Connect, Connect Plus  provides all of the 
Connect  features plus the following: 

Grade Distribution

Without 
LearnSmart

A
30.5%

B
33.5%

C
22.6%

A
19.3%

B
38.6%

C
28.0%

With 
LearnSmart

58% more As
with LearnSmart

With 
LearnSmart

Without 
LearnSmart

Student Pass Rate

25% more students
passed with LearnSmart
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•  A web-optimized eBook, allowing for anytime, 
anywhere online access to the textbook. 

•  Powerful search function to pinpoint and con-
nect key concepts in a snap. 

•  Highlighting and note-taking capabilities as well 
as access to shared instructors’ notations. 

 Create 
 Instructors can now tai-
lor their teaching re-
sources to match the 
way they teach! With 

McGraw-Hill Create, www.mcgrawhillcreate.com, in-
structors can easily rearrange chapters, combine ma-
terial from other content sources, and quickly 
upload and integrate their own content, like course 
syllabi or teaching notes. Find the right content in 
Create by searching through thousands of leading 
McGraw-Hill textbooks. Arrange the material to fit 
your teaching style. Order a Create book and receive 
a complimentary print review copy in three to five 
business days or a complimentary electronic review 
copy via e-mail within one hour. Go to www.

mcgrawhillcreate.com today and register. 

 Tegrity Campus 
 Tegrity makes class 
time available 24/7 by 
automatically captur-

ing every lecture in a searchable format for students 
to review when they study and complete assign-
ments. With a simple one-click start-and-stop pro-
cess, you capture all computer screens and 
corresponding audio. Students can replay any part 
of any class with easy-to-use browser-based viewing 
on a PC or Mac. Educators know that the more stu-
dents can see, hear, and experience class resources, 
the better they learn. In fact, studies prove it. With 
patented Tegrity “search anything” technology, stu-
dents instantly recall key class moments for replay 
online or on iPods and mobile devices. Instructors 
can help turn all their students’ study time into 
learning moments immediately supported by their 
lecture. To learn more about Tegrity, watch a two-
minute Flash demo at http://tegritycampus.mhhe.

com. 

 Blackboard ®  
Partnership 
 McGraw-Hill Education 
and Blackboard have 
teamed up to simplify 
your life. Now you and 
your students can access 

Connect  and Create right from within your Black-
board course—all with one single sign-on. The 
grade books are seamless, so when a student com-
pletes an integrated  Connect  assignment, the grade 
for that assignment automatically (and instantly) 
feeds your Blackboard grade center. Learn more at 
www.domorenow.com. 

 McGraw-Hill Campus™ 
 McGraw-Hill Campus is 
a new one-stop teach-
ing and learning expe-
rience available to users 

of any learning management system. This institutional 
service allows faculty and students to enjoy single sign-
on (SSO) access to all McGraw-Hill Higher Education 
materials, including the award-winning McGraw-Hill 
Connect  platform, from directly within the institution’s 
website. With McGraw-Hill Campus, faculty receive in-
stant access to teaching materials (e.g., eTextbooks, 
test banks, PowerPoint slides, animations, learning ob-
jects, etc.), allowing them to browse, search, and use 
any instructor ancillary content in our vast library at 
no additional cost to instructor or students. In addi-
tion, students enjoy SSO access to a variety of free con-
tent (e.g., quizzes, flash cards, narrated presentations, 
etc.) and subscription-based products (e.g., McGraw-
Hill  Connect ). With McGraw-Hill Campus enabled, fac-
ulty and students will never need to create another 
account to access McGraw-Hill products and services. 
Learn more at www.mhcampus.com. 

 Assurance of Learning Ready 
 Many educational institutions today focus on the no-
tion of  assurance of learning,  an important element of 
some accreditation standards.  Essentials of Marketing 
 is designed specifically to support instructors’ assur-
ance of learning initiatives with a simple yet power-
ful solution. Each test bank question for  Essentials of 
Marketing  maps to a specific chapter learning objec-
tive listed in the text. Instructors can use our test 
bank software, EZ Test and EZ Test Online, to easily 
query for learning objectives that directly relate to 
the learning outcomes for their course. Instructors 
can then use the reporting features of EZ Test to ag-
gregate student results in similar fashion, making 
the collection and presentation of assurance of 
learning data simple and easy. 

 AACSB Tagging 
 McGraw-Hill Educa-
tion is a proud cor-
porate member of 
AACSB  International. 
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Understanding the importance and value of AACSB 
accreditation,  Essentials of Marketing  recognizes the 
curricula guidelines detailed in the AACSB stan-
dards for business accreditation by connecting se-
lected questions in the text and the test bank to the 
six general knowledge and skill guidelines in the 
AACSB standards. The statements contained in 
Essentials of Marketing  are provided only as a guide 
for the users of this textbook. The AACSB leaves 
content coverage and assessment within the purview 
of individual schools, the mission of the school, and 
the faculty. While the  Essentials of Marketing  teaching 
package makes no claim of any specific AACSB qual-
ification or evaluation, we have   labeled selected 
questions according to the six general knowledge 
and skills areas. 

 McGraw-Hill Customer Experience Group 
Contact Information 
 At McGraw-Hill Education, we understand that 
 getting the most from new technology can be 
 challenging. That’s why our services don’t stop after 
you purchase our products. You can e-mail our 
Product Specialists 24 hours a day to get product 
training online. Or you can search our knowledge 
bank of Frequently Asked Questions on our support 
website. For Customer Support, call 800-331-5094 or 
visit www.mhhe.com/support. One of our Technical 
Support Analysts will be able to assist you in a timely 
fashion. 

 Responsibilities of Leadership 
 In closing, we return to a point raised at the begin-
ning of this preface.  Essentials of   Marketing  has been a 
leading textbook in marketing since its first edition. 
We take the responsibilities of that leadership 
 seriously. We know that you want and deserve the 
very best teaching and learning materials possible. It 
is our commitment to bring you those materials—
today with this edition and in the future with subse-
quent editions. 

 We recognize that fulfilling this commitment re-
quires a process of continuous improvement. Revi-
sions, updates, and development of new elements 
must be ongoing—because needs change. You are 
an important part of this evolution, of this leader-
ship. We encourage your feedback. The most effi-
cient way to get in touch with us is to send an e-mail 
message to Joe.Cannon@colostate.edu. If you prefer 
the traditional approach, send a letter to Joe  Cannon 
at Colorado State University, College of Business, 
Fort Collins, CO 80528-1278, United States of 
 America. Thoughtful criticisms and suggestions 
from students and teachers alike have helped to 
make  Essentials of Marketing  what it is. We hope that 
you will help make it what it will be in the future. 

  William D. Perreault, Jr.  

  Joseph P. Cannon  

  E. Jerome McCarthy  

xvi
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  Essentials of Marketing  Helps You Learn about Marketing 
and Marketing Strategy Planning 
At its essence, marketing strategy planning is about f guring out how to do a superior job 
of satisfying customers. With that in mind, the 14th edition of  Essentials of   Marke  t  ing  was 
developed to satisfy your desire for knowledge and add value to your course experience. 
Not only will this text teach you about marketing and marketing strategy planning, but its 
design, pedagogy, and supplements package were developed to work well with the text 
and a variety of study situations. 

 Each person has a different approach to studying. Some may focus on reading that is 
covered during class, others prefer to prepare outside of the classroom and rely heavily 
on in-class interaction, and still others prefer more independence from the classroom. 
Some are more visual or more “hands on” in the way they learn, and others just want 
clear and interesting explanations. To address a variety of needs and course situations, 
many hours went into creating and designing the  Essentials of   Ma  r  keting  textbook and 
other learning materials. We highlight how you can use these materials in the following 
section. 

 Take a moment now to learn more about all of the resources available to help you best 
prepare for this course and—whether you plan to work in marketing or not—for your 
future career. 

 Let’s Walk through 
Your  Essentials of   
Marketing  Textbook . . . xvii
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  Essentials of Marketing:  An Innovative Marketing Experience 
 With 18 chapters that introduce the important concepts in marketing management, you will see all aspects of 
marketing through the eyes of the marketing manager. The first seven chapters introduce marketing and 
give you a framework for understanding marketing strategy planning in any type of organization, and then 
the next section of the text takes you into planning the four Ps of marketing (Product, Place, Promotion, and 
Price) with specific attention to the key strategy decisions in each area. The text concludes with a review and 
assessment of marketing’s challenges and opportunities. 

  Essentials of   Marketing  pioneered the “four Ps” approach to organize and describe managerial marketing 
for introductory marketing courses. This new edition covers the dynamic changes taking place in marketing 
management and the market environment. Essentials of Marketing, 14th edition, will help you understand 
 today’s best marketing practices and ideas. 

 Start each chapter with an overview 
 Each chapter begins with an in-depth case study developed specifically to motivate your interest and highlight 
a real-life example of the learning objectives and specific marketing decision areas covered in that chapter. 
Each case study is accompanied by a list of learning objectives that will help you understand and identify im-
portant terms and concepts covered in the chapter. We recommend you read the opening case and learning 
objectives and then take just a few minutes to skim through the chapter, check out the exhibits, pictures, and 
headings before reading the conclusion. This preview gives you a picture of the chapter and how it fits 
 together—and research shows that it helps to increase your comprehension of the reading. 

1C H A P T E R  O N E
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   Marketing’s Value 
to Consumers, Firms, 
and Society 
 When it’s time to roll out of bed in the morning, does the 
Songza app on your Apple iPhone play the “Waking Up 
Happy” playlist, or is it your roommate blasting Luke Bryan? 
Do you start your day with a quick run while wearing your 
Adidas hoodie, Under Armour shorts, and Nike shoes? Not 
this morning. You slept in and now you barely have time to 
throw on your Levi’s jeans, shirt from Zara, and new Sperry 
Top-Sider shoes before meeting a friend at Starbucks. You 
need a quick bite at home before you go. Will it be a Chobani 
pineapple flavored Greek yogurt and an Einstein’s bagel with 
Philadelphia Cream Cheese? Or maybe a bowl of General 
Mills Cheerios topped with skim milk and sliced Chiquita ba-
nana, with a glass of calcium-fortified Simply Orange juice to 
start your day? If you hurry, your roommate can give you a 
ride to school in her new Ford C-Max Hybrid car, although 
you could ride your Specialized bike or take the bus that the 
city bought from Mercedes-Benz. 

 When you think about it, you can’t get very far into a day 
without bumping into marketing—and what the whole mar-
keting system does for you. It affects every aspect of our 
lives—often in ways we don’t even consider. 

 In other parts of the world, people wake up each day to 
different kinds of experiences. A family in rural Africa may 
have little choice about what food they will eat or where 
their clothing will come from. In some countries, economic 
decisions are still made by government officials. But in the 
world’s most developed countries, consumers determine 
what’s on store shelves. If no one buys a particular color, size, 
or style, then companies no longer produce it. So you may 
have trouble finding Cheerios in Tokyo, where they are more 
likely to eat Kokuho Rose Rice for breakfast. 

 One brand found around the world is Nike. How has Nike 
become the choice for so many professional and casual ath-
letes around the world? Is it the more than $800 million Nike 
spends each year for endorsements from star athletes like 
Kevin Durant and Cristiano Ronaldo? Maybe it’s the innova-
tions, like Nike’s lightweight Flyknit running shoes and the 
wearable technology in its Nike +  products. How do the 
24,000 retailers that carry Nike products contribute? Do 
Nike’s connections with customers on Twitter, Instagram, and 

Facebook build customer relationships? Do these increase 
sales? 

 Almost 50 years ago Phil Knight and his college track 
coach, Bill Bowerman, founded Blue Ribbon Sports (later re-
named Nike) to distribute Japanese running shoes. A few 
years later they were designing, producing, and selling ath-
letic shoes. Today Nike is the 25th most valuable brand in the 
world, with annual sales of more than $21 billion. Part of its 
success comes from adapting its marketing strategy to 
changing market conditions—but Nike hasn’t always adapted 
quickly enough. Back in the early 1980s, Nike was so focused 
on running shoes that it missed the aerobics shoe craze and 
fell behind rival Reebok. Nike profits plummeted so quickly 
that only aggressive cost-cutting saved the company. 

 After Nike signed Michael Jordan to endorse its basket-
ball shoes in 1984, the Air Jordan line took the market by 
storm. It didn’t hurt when Nike’s advertising agency came up 
with the “Just Do It!” slogan and an advertising campaign 
that covered television, magazines, and billboards around 
the world. This helped carry Nike through the 1990s and its 
profits soared on rising sales aided by low-cost foreign 
 production. 

 Then, in the late 1990s, the company came under attack 
when it was reported that some of its suppliers used child 
labor. At first Nike denied responsibility, claiming it couldn’t 
control how its suppliers operated. But public protest 
showed that society expected more from a large, successful 
corporation, and Nike began to closely monitor its suppliers’ 
labor practices. 

 Since then Nike’s social responsibility efforts have turned 
around its reputation. For example, Nike leads a group of 10 
partners in the GreenXchange, a web-based marketplace 
where member firms collaborate and share ideas to foster 
sustainability. Nike’s Reuse-A-Shoe program turns old shoes 
into Nike Grind, which is used as a surface on playgrounds, 
gym floors, and running tracks. 

 These days Nike targets growth in emerging markets like 
China. Nike’s goal is to sell $4 billion there by 2015—almost 
doubling what it sold there in 2010. Nike is courting Chinese 
consumers, who are crazy about basketball and LeBron 

3
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 The exhibits, photos, and ads will help you understand the concepts . . . 
 After introducing the Marketing Strategy Planning 
Process model in Chapter 2, we begin each chapter 
with an exhibit that clearly organizes the chapter’s 
content. The exhibit does two things that you 
should notice. First, it shows how the topic in this 
chapter fits as a piece in the larger marketing strat-
egy planning process—its fit with the rest of the 
content in the book. Second, the figure will show 
how that chapter’s concepts fit together—another 
way to “preview” the chapter. 

C
H

A
P

T
E

R
 3

  
Evaluating O

pportunities in the C
hanging M

arket E

63

Best opportunities to pursue

Evaluating Opportunities
 • Screening criteria
 • Planning grids

Competitors
 • Current
 • Prospective

Company
• Objectives
• Resources

External Market
Environment 
 • Economic
 • Technological
 • Political and legal
 • Cultural and social

Segmentation
and Targeting

Company
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Exhibit 3–1 Marketing Strategy Planning, Competitors, Company, and External Market Environment
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Exhibit 2–5 
Strategy Decision Areas 
Organized by the Four Ps

• Physical good
• Service
• Features
• Benefits
• Quality level
• Accessories
• Installation
• Instructions
• Warranty
• Product lines
• Packaging
• Branding

• Objectives
• Channel type
• Market
 exposure
• Kinds of     
 intermediaries
• Kinds and       
 locations of
 stores
• How to handle
 transporting
 and storing
• Service levels
• Recruiting
 intermediaries
• Managing        
 channels

• Objectives
• Promotion
 blend
• Salespeople
  Kind       
  Number
  Selection
  Training
  Motivation
• Advertising
  Targets
  Kinds of ads
  Media type
  Copy thrust
  Prepared by
  whom
• Publicity
• Sales
 promotion

• Objectives
• Flexibility
• Level over 
 product life
 cycle
• Geographic
 terms
• Discounts
• Allowances

Product Place Promotion Price
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Exhibit 4–3 
Narrowing Down 
to Target Markets

Homogeneous (narrow)
product-markets

Single
target
market

Multiple
target

markets

Combined
target

markets

All customer needs

Narrowing
down to
specific
product-
market

Segmenting into
possible target
markets

Selecting target
marketing
approach

Some generic market

One broad product-
market
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Exhibit 5–8  An Expanded Model of Consumer Behavior

Marketing mixes All other stimuli

Culture Purchase
situation

Social
influences

Psychological
variables

Economic
needs

Feedback based on experience

Postpone decision

Consumer decision process
Routinized response

Experience
after the
purchase

Purchase
decision

Problem solving
 • Information search 
 • Identify alternatives
 • Set criteria
 • Evaluate alternatives

Need
awareness
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 The four Ps are just one way we organize 
marketing concepts for you. We know that 
many students learn best with “conceptual 
organizers,” figures, charts, and tables that 
help organize thinking and provide an easy 
way to remember key concepts. When you 
see these figures, study them for a minute 
and think about how they help you under-
stand and learn new marketing concepts. 
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 Think critically about the issues facing marketing managers . . . 
 This book includes a variety of different opportunities for you to learn about the types of decisions facing real 
marketing managers. Stop and think about the Ethics Questions you confront in your reading. Visit the web-
sites we call out in the Internet Exercises and think about the questions posed. At the end of each chapter, we 
suggest some cases—which are interesting situations faced by real marketers. You can find the cases near the 
end of the book. 

You are a salesperson for a company that manufactures industrial lighting used in facto-
ries. During a recent sales call, an engineer at your customer firm comments about a new 
energy-saving lightbulb that his company is testing for a competing supplier. Your com-
pany was not aware of the competitor’s new product—which you think may make one of 
your product lines obsolete. Should you pass this competitive intelligence to your sales 
manager? Should you question the engineer or others at the customer firm to learn more? 
If you gather more information, should you share that with your company?
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 SUGGESTED CASES 
  2. Golden Valley Foods Video Case 4. Potbelly Sandwich 
  6. Applied Steel Video Case 5. Suburban Regional Shopping Malls 
  22. Bright Light Innovations 
  33. Kennedy & Gaffney 
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 A marketing man-
ager should actively 
seek information about 
current and potential 
competitors. Although 
most firms try to keep 
the specifics of their 
plans secret, much pub-
lic information may be 
available. Sources of 
competitor informa-
tion include trade pub-
lications, alert sales 
reps, suppliers, and 
other industry experts. In business markets, customers may be quick to ex-
plain what competing suppliers are offering. 

 Actively seek 
information about 
competitors 

Internet Exercise

A marketing manager for Netflix may find it helpful 
to know more about how competitors advertise on 
search pages (like Google and Yahoo!). The website 
KeywordSpy (www.keywordspy.com) offers that 
information and more. Go to this site and type “dvd 
rental” into its search bar. Click on the tab for PPC 
competitors. What competitors are identified? What 
information can you learn about Netflix and its 
competitors at this site? How could this information 
help Netflix’s marketing manager?
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xx

 TOMS started by selling 
shoes on a one-for-one model; 
for each pair of shoes TOMS 
sells, it gives a pair to a person 
in need. 
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 Full-color photos and 
current ads are carefully 
placed in every chapter. They 
provide a visual demonstration 
of key concepts and emphasize 
important ideas discussed in 
the chapter. 
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 Beyond the book 
 Check out all the online resources for   Essentials of   Marketing . Through computers and the Internet, there are 
many additional features to help you learn about marketing. We have designed the  Essentials of   Marketing  learn-
ing package to give you a variety of different ways to learn and study. So if you are looking for other pathways 
to learning, check out what you can find at the Online Learning Center (www.mhhe.com/fourps),  Learn the 4 
Ps  website (www.learnthe4ps.com), and through  Connect Marketing  for  Essentials of   Marketing.  See Exhibit W-1. 

 Exhibit W–1 Online Resources in the Essentials of Marketing Learning Package

  Online Learning
 Center (OLC) Learn the 4 Ps Connect Marketing

Description Essentials of Blog, Twitter, and Available with some
 Marketing site Facebook sites book packages.

Availability www.mhhe.com/fourps learnthe4ps.com See your instructor

Student Chapter Quizzes—10 multiple-choice 
questions per chapter—check if you’re ready for 
your next exam.

Computer-Aided Problems (CAPs)—easy-to-use 
spreadsheet software program works with exercises 
at the end of each chapter to develop analytical skills 
needed by today’s managers.

Marketing Plan Coach—this online software tool 
helps students build marketing plans by drawing on 
concepts from Essentials of Marketing. 

Learn the 4 Ps—pick your favorite way to stay current 
with online articles, websites, podcasts, and videos 
delivered on a blog, Twitter, and Facebook.

Connect Quizzes—20 multiple-choice questions per 
chapter—check if you’re ready for your next exam.

Learning with Ads—a great way to preview  concepts 
from each chapter and see how they are applied in 
real print ads. 
Video Cases—clips from video cases in the book. 

LearnSmart—an adaptive learning system designed to 
help students learn faster, study more efficiently, and 
retain more knowledge. 

Connect Homework—homework exercises (available 
with some book packages—instructor set-up 
required).

x x

x x

x x
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 Explore special topics . . . 
 Each chapter includes a boxed scenario to help you learn 
more about a particular marketing topic. 

71

New approaches to manufacturing create fresh opportu-
nities for marketing managers. 3D printing technology allows 
production of three-dimensional objects of any shape from a 
computer model. Computer-aided design (CAD) software is 
used to create a computer image of the object. A 3D printer 
uses that model to precisely build the object by adding layer 
upon layer of anything from plastic to titanium.

3D technology offers several benefits over traditional 
manufacturing. First, concepts go from idea to reality 
quickly. New product ideas can be prototyped, tested, and 
improved in hours, not weeks. Second, existing items can 
easily be scanned (in three dimensions) and quickly re- 
produced to create exact replicas or to improve an origi-
nal. Third, 3D printing can offer cost savings on 
manufacturing through reduced shipping and packaging 
costs. This is especially true for custom, one-off items.

One promising application of 3D printing emerges from 
medicine, where the technology can be used to create 
body parts. Take the success story of Kaiba Gionfriddo. A 
birth defect caused his windpipe to collapse—threatening 
his life. So at age three months, doctors designed a custom 
splint they placed in Kaiba’s throat to help him breathe. The 
printed splint uses a special plastic that degrades slowly 
(over three years) while Kaiba’s body creates healthy tissue 
to replace it. Kaiba owes his life to a 3D printed part.

After a table saw accident mangled South African car-
penter Richard Van As’ fingers, he searched online for an 

affordable prosthe-
sis. At thousands of 
dollars, they were 

beyond what he could afford. Searching for help online, he 
ran across American special effects artist and puppeteer 
Ivan Owen, and the two developed an unlikely partnership 
that created technology to help Van As’ dexterity. As pub-
licity of their collaboration spread, they received a call from 
a woman whose five-year-old son was born without fingers 
on one hand. In less than a week, the two men created a 
crude mechanical hand, and later, using 3D printing, an im-
proved version. The inventors posted the design and in-
structions for “Robohand” on a public website so others 
can download the plans. Now, with a small 3D printer and 
less than $150 in parts, anyone can make a new hand.

Someday medical researchers expect to print human 
tissue, bones, and entire organs, but it doesn’t stop there. 
Architectural engineers working with concrete hope to 
someday print whole buildings. An entrepreneur has al-
ready built a car using 3D printed plastic parts. And the 
military expects to use 3D printers on the battlefield to 
print parts to fix a tank or firearm.

While new technologies create opportunities, there can 
also be threats. Plans for printing guns have already been 
posted on the Internet. Counterfeit goods will become 
more widespread when physical goods can be very easily 
copied. As with most new technologies, ethics, norms, and 
laws will emerge to provide guidance. But it appears that 
3D printing will lead to breakthrough opportunities—
“hands down” it’s a winner.8

3D Printing Set to Save Time, Money, and Lives
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     Available for free at the  Essentials of Marketing  website (www.mhhe.com/fourps) 

 Help me study for my next 
test! 
 The  Essentials of   Marketing  website has 
Student Chapter Quizzes—10 self-test 
questions for each chapter. 

 Learn how marketing 
managers use numbers and 
spreadsheets to analyze data 
and make marketing 
decisions! 
 Our Computer-Aided Problems (we 
call them CAPs) allow you to apply 
concepts from the book while you 
develop and hone analytical skills 
needed by today’s marketing man-
agers. The CAPs are also available 
in the student resources area of 
Connect Marketing  for  Essentials of   
Marketing.  

xxii
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 I want to write a marketing plan! 
 Check out the  Marketing Plan Coach —it connects the concepts in your textbook with a real marketing plan. 
This website was designed by the authors of  Essentials of   Marketing —so it really works with your book. The  Mar-
keting Plan Coach  is also available in the student resources area of  Connect Marketing  for  Essentials of   Marketing.  

 Stay current at  Learn the 4 Ps —we 
have a blog (www.learnthe4ps.com), 
Twitter feed (@learnthe4ps), and 
Facebook page (www.facebook.
com/learnthe4ps.com). 
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  Connect  ®   Marketing  for  Essentials of   Marketing —More 
Interactivity and More Ways to Learn 
Connect Marketing  is a premium resource—it may be included in the package your instructor chose for your 
textbook.  Connect Marketing  for  Essentials of   Marketing  includes some of the same materials you can find at the 
Online Learning Center for Essentials of Marketing : (1) student chapter quizzes, (2) Computer-Aided Problems 
(CAPs), and (3)  Marketing Plan Coach.  In addition, in  Connect Marketing,  you can find premium materials: 
(1)  Connect  quizzes, (2) Learning with Ads, (3) Video Cases, (4) LearnSmart, and (5)  Connect  assignments. 

 What do I get with  Connect Marketing  ?  

1.   Connect  Quizzes—study for 
that next test with 20 multiple-
choice questions per chapter. 

  2.  Learning with Ads—a great way 
to preview ideas from each 
chapter. You can look through 
print ads and read comments 
for ideas about how a chapter’s 
concepts are applied by real 
companies. Great for visual 
learners. 
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3.  Video Cases—get ready access 
to video clips from our video 
cases. Listen to and watch 
successful marketing in action. 

  4.  LearnSmart™—
LearnSmart is an adap-
tive learning system 
designed to help you 
learn faster, study 
more efficiently, and 
retain more knowledge 
for greater success. 
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5.   Connect  ®  Assignments— -
Connect Marketing  assign-
ments give you interactive 
and engaging exercises. You 
get to apply the concepts you 
have learned in the book and 
you get immediate  feedback. 
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Essentials of   Marketing  has been influenced and im-
proved by the inputs of more people than it is pos-
sible to list. We want to express our appreciation to 
those who have played the most significant roles, es-
pecially in this edition. 

 We are especially grateful to our many students 
who have criticized and made comments about ma-
terials in  Essentials of   Marketing.  Indeed, in many 
ways, our students have been our best teachers. 

 We owe our greatest debt of gratitude to Lin Davis. 
The book probably wouldn’t exist if it weren’t for 
her—because without her help it would have been 
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that time, she has made contributions in every aspect 
of the text and package. Over the years she spent 
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ries, and she critiqued thousands of manuscript pages 
through countless revisions of the text and all the ac-
companying materials. She has reviewed, edited, and 
critiqued every word we’ve written. Her hard work, 
positive attitude, and dedication to quality through-
out the whole process is without match. Lin cut back 
on the time she put into this edition of  Essentials of 
Marketing  as she moved into semi-retirement. Yet her 
mark on this project is indelible. We could not have 
asked for a better friend and colleague. 

 Many improvements in recent editions were stim-
ulated by feedback from a number of colleagues 
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helpful contributions of: 
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 We’ve always believed that the best way to build 
consistency and quality into the text and the other 
P.L.U.S. units is to do as much as possible ourselves. 
With the growth of multimedia technologies, it’s 
darn hard to be an expert on them all. But we’ve 
had spectacular help in that regard. 

 The lecture-support PowerPoints have been a tre-
mendous effort over many editions. We appreciate 
the efforts of Jay Carlson, Mandy Noelle Carlson, 
David Urban, Milt Pressley, and Lewis Hershey for 
their creative work on the lecture-support Power-
Point presentation slides. 

 Nick Childers at Shadows and Light Creative Ser-
vices has been the guru behind the scenes in pro-
duction work on the video package for many 
editions. He also worked with us in developing the 
first versions of our CDs. Nick Childers and Debra 
Childers continue to play an important role not 
only in the videos but in multimedia innovations. 

 For several editions, Judy Wilkinson has played a 
big role as producer of the video series for the book. 
In that capacity, she worked closely with us to come 
up with ideas, and she provided guidance to the tal-
ented group of marketing professors and managers 
who created or revised videos for this edition. Judy 
also is the author of several outstanding video seg-
ments. We express respect for and deep apprecia-
tion to Judy for her work on the video series. 

 Of course, like other aspects of  Essentials of   Mar-
keting,  the video series has evolved and improved 
over time, and its current strength is partly due to 
the insights of Phil Niffenegger, who served as pro-
ducer for our early video efforts. The video series 
also continues to benefit from the contributions of 
colleagues who developed videos in earlier edi-
tions. They are 

 Gary R. Brockway Linda Mothersbaugh 
 James Burley Michael R. Mullen 
 David Burns Phillip Niffenegger 
 Debra Childers Deborah Owens 
 Martha O. Cooper Thomas G. Ponzurick 
 Carolyn Costley George Prough 
 Angie Fenton Peter Rainsford 
 W. Davis Folsom Jane Reid 
 Pam Girardo Clinton Schertzer 
 Brenda Green Roger Schoenfeldt 
 Douglas Hausknecht Thomas Sherer 
 Scott Johnson Jeanne M. Simmons 
 Bart Kittle Walter Strange 
 Gene R. Lazniak Jeff Tanner 
 Bill Levy Ron Tatham 
 Charles S. Madden Rollie O. Tillman 
 Don McBane Carla Vallone 
 W. Glynn Mangold Robert Welsh 
 Becky Manter Holt Wilson 
 Robert Miller Poh-Lin Yeou 
 J. R. Montgomery 

 Faculty and students at our current and past aca-
demic institutions—Michigan State University, 
University of North Carolina, Colorado State Univer-
sity, Emory, Notre Dame, University of Georgia, 
Northwestern University, University of Oregon, Uni-
versity of Minnesota, and Stanford University—have 
significantly shaped the book. Professor Andrew A. 
Brogowicz of Western Michigan University contrib-
uted many fine ideas to early editions of the text and 
supplements. Neil Morgan, Charlotte Mason, Rich 
Gooner, Gary Hunter, John Workman, Nicholas 
Didow, Barry Bayus, Ken Manning, and Ajay Menon 
have provided a constant flow of helpful suggestions. 

 We are also grateful to the colleagues with whom 
we collaborate to produce international adapta-
tions of the text. In particular, Lindsey Meredith, 
Lynne Ricker, Stan Shapiro, Ken Wong, and Pascale 
G. Quester have all had a significant impact on  Es-
sentials of   Marketing.  

 The designers, artists, editors, and production 
people at McGraw-Hill/Irwin who worked with us 
on this edition warrant special recognition. All of 
them have shared our commitment to excellence 
and brought their own individual creativity to the 
project. First, we should salute Christine Vaughan, 
who has done a great (and patient) job as produc-
tion manager for the project. Without her adaptive 
problem solving, we could not have succeeded with 
a (very) rapid-response production schedule—
which is exactly what it takes to be certain that 
teachers and students get the most current informa-
tion possible. 

 Gabriela Gonzalez worked as development edi-
tor on this edition; her insight and project manage-
ment skills are much appreciated. Our executive 
editor, Sankha Basu, provides a valuable perspective 
on the  Essentials of   Marke  t  ing  franchise. His ideas 
have had a great impact on the book. 

 The layout and design of the book included a 
great team of professionals. Keith McPherson is a 
long-time creative and valued contributor to  Essen-
tials of   Marketing . He is a great talent and we sin-
cerely appreciate his past efforts that continue to be 
reflected in the book’s design. We sincerely appreci-
ate the talents of Pam Verros who created the inte-
rior and cover for this edition of  Essentials of
Marketing . We also appreciate Mike Hruby, who 
again tracked down permissions for photos and 
ads we selected to use to illustrate important ideas. 
Kendra Miller helped edit this edition of the book 
and brought new energy and insight along with a 
sharp eye for detail. 

 Our marketing manager, Donielle Xu, has 
brought creativity, energy, and great ideas to the 
book. Her assistant, Liz Steiner, has also been ex-
tremely helpful. 
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3

   Marketing’s Value 
to Consumers, Firms, 
and Society 
 When it’s time to roll out of bed in the morning, does the 
Songza app on your Apple iPhone play the “Waking Up 
Happy” playlist, or is it your roommate blasting Luke Bryan? 
Do you start your day with a quick run while wearing your 
Adidas hoodie, Under Armour shorts, and Nike shoes? Not 
this morning. You slept in and now you barely have time to 
throw on your Levi’s jeans, shirt from Zara, and new Sperry 
Top-Sider shoes before meeting a friend at Starbucks. You 
need a quick bite at home before you go. Will it be a Chobani 
pineapple flavored Greek yogurt and an Einstein’s bagel with 
Philadelphia Cream Cheese? Or maybe a bowl of General 
Mills Cheerios topped with skim milk and sliced Chiquita ba-
nana, with a glass of calcium-fortified Simply Orange juice to 
start your day? If you hurry, your roommate can give you a 
ride to school in her new Ford C-Max Hybrid car, although 
you could ride your Specialized bike or take the bus that the 
city bought from Mercedes-Benz. 

 When you think about it, you can’t get very far into a day 
without bumping into marketing—and what the whole mar-
keting system does for you. It affects every aspect of our 
lives—often in ways we don’t even consider. 

 In other parts of the world, people wake up each day to 
different kinds of experiences. A family in rural Africa may 
have little choice about what food they will eat or where 
their clothing will come from. In some countries, economic 
decisions are still made by government officials. But in the 
world’s most developed countries, consumers determine 
what’s on store shelves. If no one buys a particular color, size, 
or style, then companies no longer produce it. So you may 
have trouble finding Cheerios in Tokyo, where they are more 
likely to eat Kokuho Rose Rice for breakfast. 

 One brand found around the world is Nike. How has Nike 
become the choice for so many professional and casual ath-
letes around the world? Is it the more than $800 million Nike 
spends each year for endorsements from star athletes like 
Kevin Durant and Cristiano Ronaldo? Maybe it’s the innova-
tions, like Nike’s lightweight Flyknit running shoes and the 
wearable technology in its Nike +  products. How do the 
24,000 retailers that carry Nike products contribute? Do 
Nike’s connections with customers on Twitter, Instagram, and 

Facebook build customer relationships? Do these increase 
sales? 

 Almost 50 years ago Phil Knight and his college track 
coach, Bill Bowerman, founded Blue Ribbon Sports (later re-
named Nike) to distribute Japanese running shoes. A few 
years later they were designing, producing, and selling ath-
letic shoes. Today Nike is the 25th most valuable brand in the 
world, with annual sales of more than $21 billion. Part of its 
success comes from adapting its marketing strategy to 
changing market conditions—but Nike hasn’t always adapted 
quickly enough. Back in the early 1980s, Nike was so focused 
on running shoes that it missed the aerobics shoe craze and 
fell behind rival Reebok. Nike profits plummeted so quickly 
that only aggressive cost-cutting saved the company. 

 After Nike signed Michael Jordan to endorse its basket-
ball shoes in 1984, the Air Jordan line took the market by 
storm. It didn’t hurt when Nike’s advertising agency came up 
with the “Just Do It!” slogan and an advertising campaign 
that covered television, magazines, and billboards around 
the world. This helped carry Nike through the 1990s and its 
profits soared on rising sales aided by low-cost foreign 
 production. 

 Then, in the late 1990s, the company came under attack 
when it was reported that some of its suppliers used child 
labor. At first Nike denied responsibility, claiming it couldn’t 
control how its suppliers operated. But public protest 
showed that society expected more from a large, successful 
corporation, and Nike began to closely monitor its suppliers’ 
labor practices. 

 Since then Nike’s social responsibility efforts have turned 
around its reputation. For example, Nike leads a group of 10 
partners in the GreenXchange, a web-based marketplace 
where member firms collaborate and share ideas to foster 
sustainability. Nike’s Reuse-A-Shoe program turns old shoes 
into Nike Grind, which is used as a surface on playgrounds, 
gym floors, and running tracks. 

 These days Nike targets growth in emerging markets like 
China. Nike’s goal is to sell $4 billion there by 2015—almost 
doubling what it sold there in 2010. Nike is courting Chinese 
consumers, who are crazy about basketball and LeBron 

3
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 Marketing—What’s It All About?  

 Many people think that marketing means “selling” or “advertising.” It’s true 
that these are parts of marketing. But  marketing is much more than selling and 
 advertising.  

 To illustrate some of the other important things that are included in market-
ing, think about all the bicycles being pedaled with varying degrees of energy by 
bike riders around the world. Most of us don’t make our own bicycles. Instead, 
they are made by firms like Trek, Schwinn, Mongoose, and Electra. 

 Most bikes do the same thing—get the rider from one place to another. But 
a bike rider can choose from a wide assortment of models. They are designed in 
different sizes and with or without gears. Off-road bikes have large knobby tires. 
Kids and older people may want more wheels—to make balancing easier. Some 
bikes need baskets or even trailers for cargo. You can buy a basic bike for less 
than $50. Or you can spend more than $2,500 for a custom frame. 

LO 1.1

How did all those 
bicycles get here?

James, by touting the NBA star in its ads. Nike also relies on 
local stars like Olympic hurdler Liu Xiang and tennis player Li 
Na. Nike was one of the first brands to jump onto the  Chinese 
mobile messaging service WeChat—allowing direct connec-
tion with hundreds of millions of Chinese consumers. To ap-
peal to a more price-sensitive Chinese consumer, Nike’s 
product line includes lower-priced shoes than those it sells in 
the United States. And be-
cause China doesn’t have 
many large shopping malls, 
Nike worked with retail part-
ners to open 5,000 small 
stores—many focusing on a 
single sport. 

 Recognizing the impor-
tance of innovation, Nike of-
fers its customers the Nike +  
line of online services in ad-
dition to sportswear and 
equipment. Runners can use 
the Nike +  SportsWatch or 
Nike +  Running app to track 
pace, time, and distance as 
well as calories burned for 

each run. Sensors built into the Nike Hyperdunk +  basketball 
shoes track a player’s every move—so they know exactly how 
high, quick, and hard they play. Similarly, the Nike FuelBand 
fits on users’ wrists and tracks activity all day long. Innova-
tions like these need to keep coming if Nike expects to con-
tinue to run ahead of a strong field of competitors that 
includes Adidas, Under Armour, and Chinese upstart Li Ning. 1

 LEARNING OBJECTIVES 

 In this chapter, you’ll learn what marketing is all about and why it’s important to you as a 
consumer. We’ll also explore why it is so crucial to the success of individual firms and 
nonprofit organizations and the impact that it has on the quality of life in different societies. 

 When you finish this chapter, you should be able to: 
  1 know what marketing is and why you should learn about it. 

  2 understand the difference between marketing and macro-marketing. 

  3 know the marketing functions and why marketing specialists—including  
intermediaries and collaborators—develop to perform them. 

  4 understand what a market-driven economy is and how it adjusts the 
macro-marketing system. 

  5 know what the marketing concept is—and how it should guide a firm or 
nonprofit organization. 

  6 understand what customer value is and why it is important to customer 
satisfaction. 

  7 know how social responsibility and marketing ethics relate to the 
marketing concept. 

  8 understand the important new terms (shown in red). 

Marketing is more than 
selling or advertising
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 This variety of styles and features complicates the production and sale of bi-
cycles. The following list shows some of the things a manager should do before 
and after deciding to produce and sell a bike. 

 1. Analyze the needs of people who might buy a bike and decide if they want 
more or different models. 

 2. Determine how many of these people will want to buy bicycles, where in the 
world they live, and when they will want to buy. 

 3. Identify competing companies that also produce bikes, what kind they sell, 
and at what prices. 

 4. Predict the designs of bikes—based on handlebar styles, derailleurs, types 
of wheels, brakes, and other accessories—different customers will want and 
decide which of these people the firm will try to satisfy. 

 5. Determine whether to sell bikes directly to consumers or through retailers—
and if retailers, which ones should be used. 

 6. Decide how to tell potential customers about the firm’s bikes. 
 7. Estimate the prices potential customers are willing to pay for their bikes 

and if the firm can make a profit selling at those prices. 
 8. Figure out how to provide customer service if a customer has a problem af-

ter buying a bike. 

 The above activities are not part of  production —actually making goods or per-
forming services. Rather, they are part of a larger process—called  marketing —
that provides needed direction for production and helps make sure that the 
right goods and services are produced and find their way to consumers. 

 You’ll learn much more about marketing activities in Chapter 2. For now, it’s 
enough to see that marketing plays an essential role in providing consumers 
with need-satisfying goods and services and, more generally, in creating cus-
tomer satisfaction. Simply put,  customer satisfaction  is the extent to which a firm 
fulfills a customer’s needs, desires, and expectations. 

 Marketing Is Important to You 

 Marketing affects almost every aspect of your daily life. The choices you have 
among the goods and services you buy, the stores where you shop, and the radio 
and TV programs you tune in to are all possible because of marketing. In the 

 Marketing is important 
to every consumer 

Marketing helps make sure that customers get the bicycle that best meets their needs.
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process of providing all these choices, marketing drives organizations to focus 
on what it takes to satisfy you, the customer. Most of the things you want or need 
are available conveniently  when  and  where  you want or need them. 

 Some courses are interesting when you take them but not directly relevant to 
your life once they’re over. That’s not so with marketing—you’ll be a consumer 
dealing with marketing for the rest of your life regardless of what career you 
pursue. Moreover, as a consumer, you pay for the cost of marketing activities. In 
advanced economies, marketing costs about 50 cents of every consumer dollar. 
For some goods and services, the percentage is much higher. It makes sense to 
be an educated consumer and to understand what you get and don’t get from 
all that spending. 

 Another reason for studying marketing is that it offers many exciting and re-
warding career opportunities. Throughout this book, you will find information 
about opportunities in different areas of marketing. 

 If you’re aiming for a nonmarketing job, knowing about marketing will help 
you do your own job better. Throughout the book, we’ll discuss ways that mar-
keting relates to other functional areas. Further, marketing is important to the 
success of every organization. The same basic principles used to sell soap are 
also used to “sell” ideas, politicians, mass transportation, health care services, 
conservation, museums, and even colleges. Even your job résumé is part of a 
marketing campaign to sell yourself to some employer! 2  

 You will probably be seeking a job sometime soon, offering your services—as 
an accountant, a salesperson, a computer programmer, a financial analyst, or 
perhaps a store manager. Or maybe you will be looking for an opportunity with 
more responsibility or higher pay where you currently work. You will have 
more success getting the job you want when you take a marketing approach 
and try to figure out how to best satisfy the needs, interests, and desires of a 
prospective employer the same way a business looks at customers. Much of 
what you learn about how businesses use marketing can be applied in the job 
market. See  Appendix C for more details on how to write your personal 
 marketing plan. 

 An even more basic reason for studying marketing is that marketing plays a 
big part in economic growth and development. One key reason is that market-
ing encourages research and  innovation —the development and spread of new 
ideas, goods, and services. As firms offer new and better ways of satisfying con-
sumer needs, customers have more choices among products and this fosters 
competition for consumers’ money. This competition drives down prices. More-
over, when firms develop products that really satisfy customers, fuller employ-
ment and higher incomes can result. The combination of these forces means 
that marketing has a big impact on consumers’ standard of living—and it is 
important to the future of all nations. 3  

 How Should We Def ne Marketing? 

 In our bicycle example, we saw that a producer of bicycles has to perform many 
customer-related activities besides just making bikes. The same is true for an 
insurance company or an art museum. This supports the idea of marketing as a 
set of activities done by an individual organization to satisfy its customers. 

 On the other hand, people can’t survive on bicycles and art museums alone! 
In advanced economies, it takes goods and services from thousands of 
 organizations to satisfy the many needs of society. Further, a society needs some 
sort of marketing system to organize the efforts of all the producers,  wholesalers, 

 Marketing will be 
important to your job 

 Use a marketing 
approach to get your 
next job 

 Marketing affects 
innovation and 
standard of living 

 There are micro and 
macro views of 
marketing 
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and retailers needed to satisfy the varied needs of all its citizens. So marketing is 
also an important social process. 

 We can view marketing in two ways:  from a micro view as a set of activities per-
formed by organizations and also from a macro view as a social process.  Yet, in everyday 
use when people talk about marketing, they have the micro view in mind. So 
that is the way we will define marketing here. However, the broader macro view 
that looks at the whole production-distribution system is also important, so later 
we will provide a separate definition and discussion of macro-marketing. 

Marketing  is the performance of activities that seek to accomplish an organi-
zation’s objectives by anticipating customer or client needs and directing a flow 
of need-satisfying goods and services from producer to customer or client. Let’s 
look at this definition. 4  

 Marketing applies to both profit and nonprofit organizations. Profit is the 
objective for most business firms. But other types of organizations may seek 
more members—or acceptance of an idea. Customers or clients may be indi-
vidual consumers, business firms, nonprofit organizations, government agen-
cies, or even foreign nations. While most customers and clients pay for the 
goods and services they receive, others may receive them free of charge or at a 
reduced cost through private or government support. 

 Marketing isn’t just selling and advertising. Unfortunately, some executives 
still think of it that way. They feel that the job of marketing is to “get rid of” 
whatever the company happens to produce. In fact, the aim of marketing is to 
identify customers’ needs and meet those needs so well that the product almost 
“sells itself.” This is true whether the product is a physical good, a service, or 
even an idea. If the whole marketing job has been done well, customers don’t 
need much persuading. They should be ready to buy. And after they buy, they’ll 
be satisfied and ready to buy the same way the next time. 

  Marketing should begin with potential customer needs —not with the production 
process. Marketing should try to anticipate needs. And then marketing, rather 
than production, should determine what goods and services are to be 
 developed—including decisions about product features; design and packaging; 

 Marketing defined 

 Applies to profit and 
nonprofit organizations 

 More than just 
persuading customers 

 Begins with customer 
needs 

Marketing aims to identify 
customer needs and meet 
those needs so well that the 
product sells itself. Help 
Remedies found many 
customers looking for simple 
solutions to minor health 
problems.
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prices or fees; transporting and storing policies; advertising and sales tactics; 
and, after the sale, installation, customer service, warranty, and perhaps even 
disposal and recycling policies. 

 This does not mean that marketing should try to take over production, ac-
counting, and financial activities. Rather, it means that marketing—by inter-
preting customers’ needs—should provide direction for these activities and try 
to coordinate them. 

 The idea that marketing involves a flow of need-satisfying offerings from a 
producer to a customer implies that there is an exchange of the need-satisfying 
offering for something else, such as the customer’s money. Marketing focuses 
on facilitating exchanges. In fact,  marketing doesn’t occur unless two or more parties 
are willing to e  x  change something for something else.  For example, in a  pure subsistence 

economy —when each family unit produces everything it consumes—there is no 
need to exchange goods and services and no marketing is involved. (Although 
each producer-consumer unit is totally self-sufficient in such a situation, the 
standard of living is typically relatively low.) 

 Keep in mind that a marketing exchange is often part of an ongoing relation-
ship, not just a single transaction. When marketing helps everyone in a firm re-
ally meet the needs of a customer before and after a purchase, the firm doesn’t 
just get a single sale. Rather, it has a sale and an ongoing  relationship  with the 
customer. Then, in the future, when the customer has the same need again—or 
some other need that the firm can meet—other sales will follow. Often, the 
marketing  flow  of need-satisfying goods and services is not just for a single trans-
action but rather is part of building a long-lasting relationship that benefits 
both the firm and the customer. 

 Since you are probably preparing for a career in management, the main fo-
cus of this text will be on managerial marketing, or the micro view of marketing. 
We will see marketing through the eyes of the marketing manager. 

 The marketing ideas we will be discussing throughout this text apply to a 
wide variety of situations. They are important for new ventures started by one 
person as well as big corporations, in domestic and international markets, 
and regardless of whether the focus is on marketing physical goods, services, 
or an idea or cause. They are equally critical whether the relevant customers 
or clients are individual consumers, businesses, or some other type of organi-
zation. For editorial convenience, we will sometimes use the term  firm  as a 
shorthand way of referring to any type of organization, whether it is a politi-
cal party, a religious organization, a government agency, or the like.  However, 
to reinforce the point that the ideas apply to all types of organizations, 
throughout the book we will illustrate marketing concepts in a wide variety of 
situations. 

 Although marketing within individual firms (micro-marketing) is the primary 
focus of the text, marketing managers must remember that their organizations 
are just small parts of a larger macro-marketing system. Therefore, next we will 
briefly look at the macro view of marketing. Then, we will develop the managerial 
view more fully in later chapters. 

 Macro-Marketing  

  Macro-marketing  is a social process that directs an economy’s flow of goods and 
services from producers to consumers in a way that effectively matches supply 
and demand and accomplishes the objectives of society. 5  

 Does not do it alone 

 Marketing involves 
exchanges 

 Builds a relationship 
with the customer 

 The focus of this text—
management-oriented 
micro-marketing 

 LO 1.2 
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 With macro-marketing we are still concerned with the flow of need-satisfying 
goods and services from producer to consumer. However, the emphasis with 
macro-marketing is not on the activities of individual organizations. Instead, the 
emphasis is on  how the whole marketing system works.  This includes looking at how 
marketing affects society and vice versa. 

 Every society needs a macro-marketing system to help match supply and de-
mand. Different producers in a society have different objectives, resources, and 
skills. Likewise, not all consumers share the same needs, preferences, and wealth. 
In other words, within every society there are both heterogeneous (highly var-
ied) supply capabilities and heterogeneous demands for goods and services. The 
role of a macro-marketing system is to effectively match this heterogeneous sup-
ply and demand  and  at the same time accomplish society’s objectives. 

 An effective macro-marketing system delivers the goods and services that 
consumers want and need. It gets products to them at the right time, in the 
right place, and at a price they’re willing to pay. It keeps consumers satisfied 
after the sale and brings them back to purchase again when they are ready. 
That’s not an easy job—especially if you think about the variety of goods and 
services a highly developed economy can produce and the many kinds of goods 
and services consumers want. 

 Effective marketing in an advanced economy is difficult because producers 
and consumers are often separated in several ways. As Exhibit 1-1 shows, 

 Emphasis is on whole 
system 

 Separation between 
producers and 
consumers 

Discrepancies of Quantity  Producers 
prefer to produce and sell in large 
quantities. Consumers prefer to buy and 
consume in small quantities.

Discrepancies of Assortment  Producers 
specialize in producing a narrow 
assortment of goods and services. 
Consumers need a broad assortment.

Consumption Sector
Heterogeneous demand for different goods and services and
when and where they need to be to satisfy needs and wants

Production Sector
Specialization and division of labor result in heterogeneous supply capabilities

Marketing 
needed to 
overcome 

discrepancies 
and 

separations

Spatial Separation  Producers tend to 
locate where it is economical to produce, 
while consumers are located in many 
scattered places.
Separation in Time  Consumers may not 
want to consume goods and services at the 
time producers would prefer to produce 
them, and time may be required to transport 
goods from producer to consumer.
Separation of Information  Producers do 
not know who needs what, where, when, 
and at what price. Consumers do not know 
what is available from whom, where, when, 
and at what price.
Separation in Values  Producers value 
goods and services in terms of costs and 
competitive prices. Consumers value them in 
terms of satisfying needs and their ability
to pay.
Separation of Ownership  Producers hold 
title to goods and services that they 
themselves do not want to consume. 
Consumers want goods and services that 
they do not own.

  Exhibit 1–1  Marketing Facilitates Production and Consumption 
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