MARKETING

COURTLAND L. BOVEE - MICHAEL J. HOUSTON - JOHN V. THILL

SECOND EDITION



SECOND EDITION

COURTLAND L. BOVEE

C. Allen Paul Distinguished Chair
Grossmont College

MICHAEL J. HOUSTON

Research Professor of Marketing
University of Minnesota

JOHN V. THILL

Chief Executive Officer
Communication Specialists of America

McGraw-Hill, Inc.
New York = St. Louis = San Francisco = Auckland = Bogotd = Caracas = Lisbon = London = Madrid = Mexico City
Milan = Montreal = New Delhi = San Juan = Singapore
Sydney = Tokyo = Toronto



MARKETING

Copyright ©1995, 1992 by McGraw-Hill, Inc. All rights reserved. Printed in the United States of Amer-
ica. Except as permitted under the United States Copyright Act of 1976, no part of this publication may
be reproduced or distributed in any form or by any means, or stored in a data base or retrieval system,
without the prior written permission of the publisher.

This book is printed on acid-free paper.
34567890 VNHVNH 9098765

ISBN 0-07-006879-8

This book was set in Century Old Style by York Graphic Services, Inc.
The editors were Bonnie K. Binkert and Bob Greiner;

the designer was Wanda Lubelska;

the production supervisor was Paula Keller.

The photo editor was Susan Holtz.

Collages were drawn by Roy Weimann;

line art was done by Fine Line Illustrations, Inc.

Von Hoffmann Press, Inc., was printer and binder.

Library of Congress Cataloging-in-Publication Data

Bovée, Courtland L.
Marketing / Courtland L. Bovée, Michael J. Houston, John V. Thill.
—2d ed.
p. cm. — (McGraw-Hill series in marketing)
Includes bibliographical references and index.
ISBN-0-07-006879-8
1. Marketing. 1. Houston, Michael J. II. Thill, John V.
IIL Title. IV. Series.
HF5415.B6213 1995
658.8—dc20 94-12132

INTERNATIONAL EDITION

Copyright 1995. Exclusive rights by McGraw-Hill, Inc., for manufacture and export. This book cannot
be re-exported from the country to which it is consigned by McGraw-Hill. The International Edition is
not available in North America.

When ordering this title, use ISBN 0-07-113850-1.



CONTENTS

CHAPTER 1

THE FOUNDATIONS
OF MARKETING

2

TECHNIQUES FOR
MARKETING SUCCESS
Lighthouse for the Blind: A
Nonprofit Marketing Success
11

MARKETING IN ACTION
For Spike Lee, the Right Thing
Includes Marketing 13

VIDEO CASE: McDonalds
Turns Up the Heat on Fast
Food 26

PREFACE XVII

FACING A MARKETING CHALLENGE AT NIKE 3

Chapter Overview 4

Marketing Defined 4

The Exchange Process 5 = Needs, Utility, and Demand 8 =
Nonprofit Marketing 9

The Evolution of Marketing 10

The Production Era 10 = The Sales Era 10 = The Marketing Era 11
Marketing Strategy and Elements of the Marketing Mix 16
Product 17 = Price 18 = Distribution 19 = Promotion 19
Marketing in the Future 21

Summary of Learning Objectives 22

Key Terms 23

Applying What You've Learned 23

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT NIKE 24

Questions for Discussion 27

Sharpen Your Marketing Skills 27

Keeping Current in Marketing 27

CHAPTER 2
ENVIRONMENTAL
FORCES AND
MARKETING ETHICS
28

FACING A MARKETING CHALLENGE AT GANNETT 29

Chapter Overview 30

Analysis of the Marketing Environment 30

Elements of the Marketing Environment 31

Competitive Elements 31 = Economic Elements 33 = Natural Elements 38 =
Political Elements 38 = Regulatory Elements 40 = Technological Elements 47 =
Social Elements 49

Ethics and Social Responsibility in the Marketing Environment 52
Marketing Ethics 52 = Social Responsibility 56 = Consumerism 57



MARKETING



McGRAW-HILL SERIES IN MARKETING

Anderson, Hair, and Bush:
Professional Sales Management

Bennett:
Marketing

Bovée, Houston, and Thill:
Marketing

Bovée, Thill, Dovel, and Wood:
Advertising Excellence

Bowersox and Cooper:
Strategic Marketing Channel Management

Buskirk and Buskirk:
Selling: Principles and Practices

Dobler, Burt, and Lee:
Purchasing and Materials Management: Text and Cases

Guiltinan and Paul:
Cases in Marketing Management

Guiltinan and Paul:
Marketing Management: Strategies and Programs

Johnson, Kurtz, and Schueing:
Sales Management: Concepts, Practices, and Cases

Kinnear and Taylor:
Marketing Research: An Applied Approach

Loudon and Della Bitta:
Consumer Behavior: Concepts and Applications

Lovelock and Weinberg:
Marketing Challenges: Cases and Exercises

Monroe:
Pricing: Making Profitable Decisions

Moore and Pessemier:
Product Planning and Management:
Designing and Delivering Value

Rossiter and Percy:
Advertising and Promotion Management

Stanton, Etzel, and Walker:
Fundamentals of Marketing




MARKETING IN ACTION
Marketers Catch the “Green”
Wave 40

ETHICAL DILEMMA IN
MARKETING: Can Adults Learn
Ethical Behavior? 54

VIDEO CASE: Rerouting SAS
for Success 62

Summary of Learning Objectives 58

Key Terms 59

Keeping Current in Marketing 59

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT GANNETT 60

Questions for Discussion 63

Sharpen Your Marketing Skills 63

CHAPTER 3
STRATEGIC
MARKETING
PLANNING
64

MARKETING IN ACTION
A Company That Knows All
about Strategic Windows 75

TECHNIQUES FOR
MARKETING SUCCESS
Facing an Uncertain Future:
How to Reduce the Risk 84

VIDEO CASE: Marriott Serves
Up Strategic Moves 94

INTEGRATIVE CASE PART I:
AT&T Rings Up Marketing

FACING A MARKETING CHALLENGE AT NINTENDO 65

Chapter Overview 66

Strategic Planning Concepts 66

Approaches to Strategic Planning 66 = The Dimensions of Strategic Planning 67 =
Levels of Planning 68

The Strategic Marketing Planning Process 69

Assess Your Current Performance 69 = Assess Your Opportunities 73 = Develop Your
Marketing Strategy 80

Sales Forecasting 83

The Nature of Forecasting 83 = Forecasting Techniques 85 = Forecast Evaluation 90
Summary of Learning Objectives 91

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE

AT NINTENDO 92

Key Terms 95

Questions for Discussion 95

Sharpen Your Marketing Skills 95

Keeping Current in Marketing 95

Successes 102
COMPONENT Why You Need a Marketing Plan 96
CHAPTER A: The Scope of the Marketing Plan 96
A SAMPLE Whats in a Marketing Plan 97

MARKETING PLAN 96

CHAPTER 4

THE CONSUMER
MARKET

106

EXPLORING GLOBAL
MARKETING

The Global Consumer: How
Alike Are We? 126

Sample Marketing Plan 97
Situation Analysis 97 = Objectives 98 = Marketing Strategy 99

ET ANALYSIS AND TARGET MARKETING 105

FACING A MARKETING CHALLENGE AT DOMINO'S
Chapter Overview 108

Consumer Behavior and the Marketing Mix 108
Consumer Decision Making 109

Consumer Involvement 109 = Consumers Buying Process 110 = Rational versus
Nonrational Decision Making 114 = Decision Making in Nonprofit Marketing 114
Influences on Consumer Decisions 115
Psychological Influences 115 = Personal Influences
Social Influences 132 = Sjtuational Influences 135
Summary of Learning Objectives 136

Key Terms 137

107

124 = Cultural Influences 127 =



ETHICAL DILEMMA IN A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
MARKETING AT DOMINO’'S 138

How Far Can We Go in Questions for Discussion 141

Marketing to Kids? 130 Sharpen Your Marketing Skills 141

Keeping Current in Marketing 141
VIDEO CASE: Grattan Looks

at the Bits and Bytes of
Buying Habits 140

CHAPTER 5 FACING A MARKETING CHALLENGE AT FEDERAL EXPRESS 143
THE Chapter Overview 144
ORGANIZATIONAL The Organizational Market 144
MARKET Types of Organizational Markets 144 = Characteristics of the Organizational Market 149 =
142 Similarities between Consumer and Organizational Purchasing 153

ETHICAL DILEMMA IN The Organizational Buying Process 155
MARKETING Recognize a Need 155 = Set Specifications 156 = Identify Suppliers and Obtain
When Should You Just Say Bids 156 = Evaluate Alternatives 157 = Make the Purchase 158 = Evaluate Product
No to Customers? 148 and Supplier Performance 158 = Buying Situations 158

Influences on Organizational Buying 160
TECHNIQUES FOR The Buying Center 160 = Buying Methods 163 = Operational and Situational
MARKETING SUCCESS Influences 163
How to Keep Customers Summary of Learning Objectives 164
Coming Back 154 Key Terms 165

Questions for Discussion 165
VIDEO CASE: How NCR A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
Rings Up Organizational AT FEDERAL EXPRESS 166
Sales 168 Sharpen Your Marketing Skills 169

Keeping Current in Marketing 169

CHAPTER 6 FACING A MARKETING CHALLENGE AT THE U.S. POSTAL SERVICE 171
MARKETING Chapter Overview 172
RESEARCH AND The Role of Marketing Information 172
ANALYSIS Marketing Research Defined 172 = Marketing Information Systems 174 = Marketing
170 Decision Support Systems 174 = Applications of Marketing Research 175

EXPLORING GLOBAL The Marketing Research Process 176
MARKETING Step 1: Define the Problem 176 = Step 2: Design the Research 177 = Step 3: Collect
Test Marketing, European Data 184 = Step 4: Analyze, Interpret, and Present the Findings 193
Style 190 Researching in International Markets 193

The Ethics of Marketing Research 194
ETHICAL DILEMMA IN Deceptive or Fraudulent Research Practices 195 = Invasion of Privacy 196
MARKETING

Summary of Learning Objectives 196
Your Right to Privacy vs. the Key Terms 197

Marketing Databases 195 Questions for Discussion 197

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT THE U.S. POSTAL SERVICE 198

Sharpen Your Marketing Skills 201

Keeping Current in Marketing 201

VIDEO CASE: General Motors
Gets Mileage from U.K.
Market Research 200

CHAPTER 7 FACING A MARKETING CHALLENGE AT KELLOGG 203
SEGMENTATION, Chapter Overview 204
TARGETING, AND Focusing in Todays Fragmented Markets 204
POSITIONING Identifying Market Segments 207
202 Segmentation in Consumer Markets 208 = Segmentation in Organizational Markets 215 =

ETHICAL DILEMMA IN Segmentation for Nonprofit Marketers 220

MARKETING Selecting Target Segments 221

Can Market Segmentation Be  Target Marketing Options 222 = Criteria for Selecting Segments 223

Hazardous to Your Health? Positioning Yourself in the Customers Mind 224

206 Competing for the Best Position 225 = Choosing a Positioning Approach 226 =

viii



MARKETING IN ACTION
Courting African-American
Undergrads 216

VIDEO CASE: American
Express Charges into
Segmentation 232

INTEGRATIVE CASE PART II:
Nestlé Targets Success by
Targeting Consumers 234

CHAPTER 8

PRODUCT CONCEPTS
238

EXPLORING GLOBAL
MARKETING

Taking Your Brands
International 254

ETHICAL DILEMMA IN
MARKETING

Is Product Liability Getting
Out of Hand? 259

VIDEO CASE: Goodyear Tire
Products on the Fast Track
264

Repositioning Your Products 227 = \Writing the Positioning Statement 228 = Executing
the Positioning Plan 228

Summary of Learning Objectives 229

Key Terms 229

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE

AT KELLOGG 230

Questions for Discussion 233

Sharpen Your Marketing Skills 233

Keeping Current in Marketing 233

PRODUCT STRATEGY 237

FACING A MARKETING CHALLENGE AT ORVILLE REDENBACHER 239
Chapter Overview 240

What Is a Product? 240

Product Classification 241

Durable and Nondurable Goods 241 = Consumer Products 242 = Organizational
Products 243 = Limitations of Product Classification Models 245

Elements of a Product 245

Features 246 = Branding 247 = Packaging 252 = Labeling 255 = Supporting
Elements 257

Special Product Issues 258

Product Safety 258 = Standards 259 = Compatibility 260 = Solutions versus
Products 260

Summary of Learning Objectives 261

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE

AT ORVILLE REDENBACHER 262

Key Terms 265

Questions for Discussion 265

Sharpen Your Marketing Skills 265

Keeping Current in Marketing 265

CHAPTER 9
PRODUCT
MANAGEMENT
266

MARKETING IN ACTION
Converting a Commodity
into a Brand Name 272

MARKETING IN ACTION
Products in Decline: Going,
Going, Back Again? 274

VIDEO CASE: Chrysler Drives
Back into the Black 296

FACING A MARKETING CHALLENGE AT CANON 267

Chapter Overview 268

Managing the Product Mix 268

Defining the Product Mix 269 = Modifying Products 270 = Discontinuing Products
271 = Adding Products 272 = Managing through the Product Life Cycle 273
Developing New Products 280

Step 1. Generate Ideas 281 = Step 2: Screen Ideas 282 = Step 3: Analyze the Product
Concept and Potential 282 = Step 4: Develop the Product 285 = Step 5: Test the
Product and Marketing Mix 286 = Step 6: Commercialize the Product 287
Predicting New-Product Success 288

Why Products Succeed 288 = Why Products Fail 290

Summary of Learning Objectives 291

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE

AT CANON 292

Key Terms 293

Questions for Discussion 297

Sharpen Your Marketing Skills 297

Keeping Current in Marketing 297



CHAPTER 10
SERVICE AND
NONPROFIT
MARKETING
298
ETHICAL DILEMMA IN
MARKETING
Who Is Responsible for
Service Quality? 304

MARKETING IN ACTION
AARP’s Success—and
Controversies—with
Nonprofit Marketing 314

VIDEO CASE: H&R Block
Serves Up Tax Help 322

INTEGRATIVE CASE PART il
Sony Has Designs on the
Future 324

CHAPTER 11
PRICING STRATEGY
328

EXPLORING GLOBAL
MARKETING
Antidumping Regulations:
Who'’s Doing What to
Whom? 334

MARKETING IN ACTION
Fast-Food Profits Don't Look
So Appetizing Anymore 343

VIDEO CASE: Are You Paying
a Fair Price for College
Textbooks? 356

FACING A MARKETING CHALLENGE AT WMX TECHNOLOGIES 299
Chapter Overview 300

Defining Services Marketing 300

The Importance and Growth of Services 300 = The Unique Aspects of Service
Marketing 301 = The Major Service Classifications 303

Understanding the Market for Services 307

Understanding Service Buyers 307 = Understanding the Service Environment 308
Planning Strategy and Tactics for Service Marketing 311

Differences in Buyer Behavior 312 = Differences in Marketing Approaches 312 =
Techniques for Differentiating Services 312

Defining Nonprofit Marketing 315

The Importance of Nonprofit Marketing 316 = The Unique Aspects of Nonprofit
Marketing 317

Summary of Learning Objectives 318

Key Terms 319

Questions for Discussion 319

Sharpen Your Marketing Skills 319

Keeping Current in Marketing 319

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT WMX TECHNOLOGIES 320

. PRICING STRATEGY AND MANAGEMENT 327

FACING A MARKETING CHALLENGE AT SEARS 329

Chapter Overview 330

The Role of Price in the Marketing Mix 330

Price in Todays Economy 330 = Price in the Marketing Mix 331 =
Bottom Line 332

Overview of the Pricing Process 333

Pricing Strategy 335

Step 1: Analyze Market Conditions 335 = Step 2: Identify Pricing Constraints 342 =
Step 3: Establish Pricing Objectives 348

A Look Ahead 351

Summary of Learning Objectives 351

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE

AT SEARS 352

Key Terms 353

Questions for Discussion 354

Sharpen Your Marketing Skills 355

Keeping Current in Marketing 357

Price and the

CHAPTER 12
PRICING
MANAGEMENT
358

ETHICAL DILEMMA IN
MARKETING
Is Skim Pricing Ethical? 369

X

FACING A MARKETING CHALLENGE AT AMERICAN AIRLINES 359
Chapter Overview 360
Pricing Tactics 360

Step 4: Analyze Profit Potential 360 = Step 5: Determine Initial Price Levels 366 = Step

6: Adjust and Manage Prices 373

Special Pricing Issues 376

Competitive Bidding and Negotiated Prices 376 = Transfer Pricing 377 = Barter
Arrangements 378 = Filtered Pricing 378 = International Pricing 380 = Pricing



EXPLORING GLOBAL
MARKETING

Subsidies: When
Governments Get Involved in
Pricing 378

VIDEO CASE: British Rail Puts
Pricing Back on Track 387

INTEGRATIVE CASE PART IV:
Compaq: From Premium
Supplier to Price Competitor
388

CHAPTER 13
MARKETING
CHANNELS
392

MARKETING IN ACTION

PC Connection: Changing
Channels and Changing the
Rules 409

ETHICAL DILEMMA IN
MARKETING

When Does Healthy
Competition Become
Unhealthy Control? 417

VIDEO CASE: Pro-Line
Channels Its Products
Beautifully 424

Strategies for Nonprofit Organizations 380

Price Testing 381

Summary of Learning Objectives 382

Key Terms 383

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT AMERICAN AIRLINES 384

Questions for Discussion 386

Sharpen Your Marketing Skills 386

Keeping Current in Marketing 386

DISTRIBUTION STRATEGIES 391

FACING A MARKETING CHALLENGE AT BLACK & DECKER 393

Chapter Overview 394

Foundations of Marketing Channels 394

Definition of Marketing Channels 395 = Role of Marketing Channels 395 = Marketing
Intermediaries 395

Basic Channel Functions 397

Facilitating Exchange Processes 397 = Alleviating Discrepancies 398 = Standardizing
Transactions 399 = Matching Buyers and Sellers 400 = Providing Customer
Service 400

Types of Marketing Channels 401

Channels for Consumer Goods 401 = Channels for Organizational Goods 402 =
Channels for Services 403 = Direct Marketing 403 = Complex Channels 404
Channel Strategy Decisions 406

Channel Selection Criteria 406 = Distribution Intensity 410

Integrated Marketing Channels 412

Horizontal Marketing Systems 412 = Vertical Marketing Systems 413
Interdependency Issues 415

Channel Cooperation 415 = Channel Conflict 415 = Channel Leadership 416 =
Channel Power 418

Legal Issues 418

Summary of Learning Objectives 419

Key Terms 420

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT BLACK & DECKER 420

Questions for Discussion 422

Sharpen Your Marketing Skills 425

Keeping Current in Marketing 425

CHAPTER 14
WHOLESALING AND
INDUSTRIAL
DISTRIBUTION

426

FACING A MARKETING CHALLENGE AT SUPERVALU 427

Chapter Overview 428

The Role of Wholesaling 428

Types of Wholesalers 430

Manufacturers’ Wholesalers 430 = Merchant Wholesalers 432 = Agent

Wholesalers 433 = Other Wholesaling Outlets 436 = \Wholesalers in Service Industries 437



MARKETING IN ACTION
Keeping Customers: A Lesson
from Bergen Brunswig 431

EXPLORING GLOBAL
MARKETING

Managing the Long-Distance
Marketing Channel 441

VIDEO CASE: Technology Is
Good Medicine for McKesson
451

= Wholesaling versus Industrial Distribution 439

Criteria for Selecting Wholesalers 439

The Producers Perspective 439 = The Retailers Perspective 440

Strategic Wholesaling Management 440

Marketing Strategy 440 = Financial Performance 442

Wholesaling Today and Tomorrow 442

Intermediaries” Share and Comparative Costs 443 = The Changing Composition of the
Wholesaling Industry 443 = The Increasing Use of Technology 444 = The Blurring
Distinctions between Wholesalers and Retailers 444 = A Greater Emphasis on Service
and Efficiency 444 = The Growing Complexity of Target Market Strategies 445
Summary of Learning Objectives 446

Key Terms 447

Questions for Discussion 447

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE AT
SUPERVALU 448

Sharpen Your Marketing Skills 450

Keeping Current in Marketing 450

CHAPTER 15
RETAILING
452

EXPLORING GLOBAL
MARKETING

Toys ‘R Us Stores Play Santa
Internationally 462

TECHNIQUES FOR
MARKETING SUCCESS
Sending Your Computer Out
to Do the Shopping 477

VIDEO CASE: Catalog
Retailers Leave the Store

FACING A MARKETING CHALLENGE AT NORDSTROM 453

Chapter Overview 454

The Nature and Importance of Retailing 454

What Is Retailing? 454 = What Makes Retailing Important? 455

The Evolution of Retailing 456

Retail Marketing Strategies 458

Target Markets 459 = Retail Positioning 460

Categories of Retailing 465

By Ownership 465 = By Product Lines 466 = By Level of Service 468 = By Pricing
Strategy 469 = By Size of Store 470 = By Location 471 = By Method of
Operation 473

Summary of Learning Objectives 478

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT NORDSTROM 478

Key Terms 479

Questions for Discussion 479

Behind 482 Sharpen Your Marketing Skills 483
Keeping Current in Marketing 483
CHAPTER 16 FACING A MARKETING CHALLENGE AT THE MANITOBA GOATMILK
PHYSICIAL COOPERATIVE 485
DISTRIBUTION Chapter Overview 486
484 The Strategic Importance of Physical Distribution 486

EXPLORING GLOBAL
MARKETING

High-Volume International
Distribution? Follow in Nike’s
Footsteps 501

MARKETING IN ACTION

Magic Shelves and Robot
Workers 504

xii

Physical Distribution in the Marketing Mix 486 = Objectives of Physical Distribution 488
Physical Distribution Systems 490

Order Processing 490 = Inventory Management 491
Transportation 495 = Materials Management 499
Special Issues in Physical Distribution 500
International Physical Distribution 500 = Suboptimization 500 = Transportation
Deregulation 502 = Environmental Impact of Transportation 503

The Future of Physical Distribution 503

Summary of Learning Objectives 505

Key Terms 505

= Warehousing 493 =



VIDEO CASE: Hub-and-Spoke A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
Is Wheel of Fortune for AT THE MANITOBA GOATMILK COOPERATIVE 506
Federal Express 508 Questions for Discussion 509

Sharpen Your Marketing Skills 509

INTEGRATIVE CASE PART V:  Keeping Current in Marketing 509
At Home Depot, Low Prices

Don't Compromise Customer
Service 510

PROMOTION STRATEGY 513

CHAPTER 17 FACING AN ADVERTISING CHALLENGE AT SATURN 515
PROMOTION Chapter Overview 516
STRATEGIES AND The Role of Promotion 516
PROCESSES The Elements of Promotion 519
514 Advertising 519 = Sales Promotion 520 = Public Relations 522 = Personal

TECHNIQUES FOR Selling 523

MARKETING SUCCESS Promotion and the Communication Process 523

So Many Ways to Spend How People Communicate 524 = How Marketers Communicate 526

Money: Balancing the The Promotional Mix 529

Promotional Mix 520 The Six Steps in Developing a Promotional Mix 529 = International Promotional Mixes
540 = Promotional Mixes for Services 540 = Nonprofit Promotional Mixes 541

ETHICAL DILEMMA IN Promotion and Society 541

MARKETING Summary of Learning Objectives 542

Should Companies Be Key Terms 543

Allowed to Promote Questions for Discussion 543

Unhealthy Products? 538 A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE AT

SATURN 544
Sharpen Your Marketing Skills 547
Keeping Current in Marketing 547

VIDEO CASE: Smartfoods
Samples Its Way to Snack
Success 546

CHAPTER 18 FACING A MARKETING CHALLENGE AT STARBUCKS 549
ADVERTISING, SALES Chapter Overview 550
PROMOTION, AND Advertising 550
PUBLIC RELATIONS Types of Advertising 551 = Organizational versus Consumer Advertising 553 =
548 Advertising Campaigns 554 = International Advertising 565

ETHICAL DILEMMA IN Sales Promotion 566

MARKETING Consumer Promotions 566 = Trade Promotions 568 = Sales Promotion Strategies 568

Are You Paying to Watch Public Relations 569

Advertising? 562 Press Relations 569 = Cause-Related Marketing 570 = Event Sponsorship 571 =
Other Public Relations Functions 571

TECHNIQUES FOR Summary of Learning Objectives 572

MARKETING SUCCESS Key Terms 573

When the News Isnt Good  Questions for Discussion 573

570 A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE

) AT STARBUCKS 574
VIDEO CASE: Vistakon Keeps  Sharpen Your Marketing Skills 577

a Close Eye on the Contact  Keeping Current in Marketing 577
Lens Market 576



CHAPTER 19 FACING A MARKETING CHALLENGE AT XEROX 579
PERSONAL SELLING Chapter Overview 580
AND SALES The Importance of Personal Selling 580
MANAGEMENT The Personal Selling Process 581
578 Prospecting 582 = Preparing 585 = Approaching the Prospect 585 = Making the

MARKETING IN ACTION Presentation 586 = Handling Objections 587 = Closing 588 = Following Up 589
What It Takes to Close a Big-  Trends in Personal Selling 590
Ticket Sale 588 Sales Ethics 590 = Computerization 590 = Telemarketing 592 = Women and
Minorities in Sales 592 = Team Selling 593 = Systems Selling 593 = Selling
ETHICAL DILEMMA IN Services 593 = International Sales 593
MARKETING The People Who Sell 594
Is It a Gift or a Bribe? 591 Attributes of Successful Salespeople 594 = Types of Sales Personnel 594
Sales Management 597
VIDEO CASE: Avon Finds Planning the Personal Selling Effort 597 = Organizing the Sales Personnel 598 =
Opportunity Knocking on Developing a Winning Sales Team 598
Different Doors 607 Summary of Learning Objectives 602

Key Terms 603
INTEGRATIVE CASE PART VI: Questions for Discussion 603

Snapple Is the Old Timer in A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
New Age Beverages 608 AT XEROX 604

Sharpen Your Marketing Skills 606
Keeping Current in Marketing 606

B ECONOMY 611
CHAPTER 20 FACING A MARKETING CHALLENGE AT HOLIDAY INN WORLDWIDE 613
INTERCULTURAL AND Chapter Overview 614
INTERNATIONAL Defining Intercultural Marketing 614
MARKETING The Nature of Intercultural Marketing 614 = Guidelines for Intercultural Success 616

612 Defining International Marketing 617
Why Companies Market Internationally 617 = International Trade Issues 618 =

EXPLORING GLOBAL InternaFional Ma_rketing Trends_ 622 . _
MARKETING Assessing Social Elements in International Marketing 624
Use a Third World Approach Social Or.ga_nlzatlon and Roles 625 = Buyer Behavior 625 = Business Customs 626
to Develop Third World Determining the Level of International Involvement 627
Markets 624 Exporting 627 = Licensing 628 = Joint Venture 628 = Direct Investment 629
Developing International Marketing Strategies 630
EXPLORING GLOBAL Product and Promotion Strategies 630 = Distribution Strategies 632 = Pricing
MARKETING Strategies 634
Taking Advantage of the Summary of Learning Objectives 635
Countertrade Phenomenon A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE AT
633 HOLIDAY INN WORLDWIDE 636
Key Terms 638
VIDEO CASE: Domino’s Questions for Discussion 638
Delivers around the World Sharpen Your Marketing Skills 638
639 Keeping Current in Marketing 638

CHAPTER 21 FACING A MARKETING CHALLENGE AT L. L. BEAN 641
QUALITY AND Chapter Overview 642
CUSTOMER SERVICE Welcome to the Next Frontier 642
640 The New Meaning of Quality 642 = The New Meaning of Customer Service 643 =



TECHNIQUES FOR
MARKETING SUCCESS

ISO 9000: The New Price of
Admission? 648

MARKETING IN ACTION
Motorola Builds Quality to
Rebuild Sales 654

VIDEO CASE: Leadership
through Quality Is Key to
Xerox Customer Satisfaction
671

The Importance of Quality and Customer Service 645

Quality and Customer Service in the Marketing Mix 649

Product Factors 649 = Price and Profit Factors 650 = Promotion Factors 650 =
Distribution Factors 652

The Marketing Department’s Contribution to Product Quality 652
Understanding Customer Needs 653 = Setting Quality Standards 653 = Ensuring
Quality Marketing Communications 654 = Participating in Quality Improvement 656
A Plan for Customer Service 656

Step 1: Understand Customer Expectations 656 = Step 2: Establish Customer

Priority 659 = Step 3: Define Service Goals 659 = Step 4: Get Internal Commitment
from Top to Bottom 660 = Step 5: Set Customer Expectations 661 = Step 6: Establish
a Service Infrastructure 662 = Step 7: Develop Employees 662 = Step 8: Measure
Customer Satisfaction 664 = Step 9: Search for Complainers 665

Summary of Learning Objectives 666

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE AT
L. L. BEAN 666

Key Terms 668

Questions for Discussion 669

Sharpen Your Marketing Skills 670

Keeping Current in Marketing 670

CHAPTER 22
MARKETING
MANAGEMENT
672

EXPLORING GLOBAL
MARKETING
Extending Your
Organizational
Reach 682

TECHNIQUES FOR
MARKETING SUCCESS
Conducting a Marketing
Communications

Audit 686

VIDEO CASE: Campbell
Soups Up Its Marketing
Organization 697

INTEGRATIVE CASE PART VII:
Unilever Pushes for Profits
Worldwide 698

FACING A MARKETING CHALLENGE AT HEWLETT-PACKARD 673
Chapter Overview 674

Making Things Happen in the Marketplace 674

Organizing the Marketing Effort 676

Centralization versus Decentralization 676 = Basic Organizational Forms 677 =
Marketings Expanding Role in the Organization 683

Implementing the Marketing Effort 684

Coordinating Marketing Activities 684 = Motivating Marketing People 684 =
Communicating within the Organization 685

Controlling Marketing Efforts 686

Performance Standards 686 = Performance Evaluation 687
Audit 690 = Performance Correction 692

Summary of Learning Objectives 692

Key Terms 693

Questions for Discussion 693

A CASE FOR CRITICAL THINKING: MEETING A MARKETING CHALLENGE
AT HEWLETT-PACKARD 694

Sharpen Your Marketing Skills 696

Keeping Current in Marketing 696

= The Marketing

COMPONENT

CHAPTER B:

FINANCIAL ANALYSIS IN
MARKETING 700

The Income Statement 700

Components of the Income Statement 700 = Key Operating Ratios 701
Other Analytical Tools 702

Inventory Turnover Rate 702 = Return on Investment 703 =
Wholesale and Retail Pricing Calculations 704

Markup Pricing 704 = Markdown Pricing 706

Sharpen Your Marketing Skills 706

Market Share 704

Xv



COMPONENT
CHAPTER C:

CAREER PLANNING AND

Xvi

DEVELOPMENT IN
MARKETING 709

Exploring Marketing Careers in the 1990s and Beyond 709

The Market for Marketers 709 = OntheJob 710 = Up the Ladder 710
Examining Your Career Options 710

Product Management 710 = Distribution Management 711 = Retailing 711 =
Marketing Communications 712 = Sales 713 = Marketing Research 714

Entering the Marketing World 714
Taking Inventory: Know Your Skills and Your Goals 714 = Targeting Operations 715 =
Positioning and Marketing Yourself 715 = On the Job 716

Looking for More Information 717
Professional and Trade Associations 717 = Career Planning Resources 718 = Directories
for Career Planning 719 = Trade Publications 720

REFERENCES R-1
GLOSSARY G-1
AUTHOR INDEX I-1
SUBJECT INDEX I-7

NAME/ORGANIZATION/COMPANY/BRAND INDEX I-19



PREFACE

CONTINUES TO LEAD THE WAY
INTO THE TWENTY-FIRST CENTURY

As an art and a science, marketing is undergoing dra-
matic and exciting changes, and the field promises to
be just as dynamic in the years ahead. Marketing has
emerged as the most critical function in today’s inter-
national business climate; even the smallest firms are
now using innovative marketing techniques to compete
globally. The second edition of Marketing continues in
the ground-breaking tradition of the first edition by pi-
oneering important emerging topics that promise to
join the core of contemporary marketing. In the first
edition, Marketing introduced quality and customer ser-
vice into the marketing principles curriculum. The key
innovation in the second edition is intercultural mar-
keting, a strategy being adopted by an increasing num-
ber of marketing firms. Chapter 20, “Intercultural and
International Marketing,” emphasizes the importance
of both concepts and explains how they are related.
Marketing also continues with its extensive integra-
tion of vital topics that reflect the evolution of the mar-
keting profession. More than ever, nonprofit organiza-
tions are harnessing marketing strategies to help
achieve their objectives, and marketing in the service
sector continues to grow in both importance and so-
phistication as this sector of the economy grows. Con-
temporary marketers reap the benefits of advanced
technology in creating new products and new ways to
distribute these products, but they also face increasing
pressure to market in socially and environmentally re-
sponsible ways. Marketing successfully introduces stu-
dents to all of these major trends. We've integrated in-
ternational marketing, nonprofit marketing, services
marketing, and ethics throughout the book, in addition
to addressing them in dedicated sections or chapters.
Of course, content is only one aspect of an effective
marketing text. Marketing presents both fundamentals
and emerging trends in a lively and engaging style that

reflects our enthusiasm for the profession. And stu-
dents not only read about marketing; they get to ex-
perience it firsthand through the many involvement ac-
tivities we present. A quick look at the pedagogy in
Marketing reveals a much richer set of exercises and
learning experiences than is offered by any other text
in the field. In addition to learning objectives, key term
definitions, chapter summaries, and other traditionally
available features, we provide role-playing case stud-
ies, primary and secondary research activities, expe-
riential exercises on a wide range of topics, decision-
making opportunities on ethical dilemmas, and numer-
ous possibilities for class discussion. This unmatched
collection of teaching tools makes the classroom ex-
perience much more interesting for students and frees
instructors from the burden of creating their own ex-
ercises.

For all these reasons, Marketing meets the needs of
today’s marketing students and instructors. Here’s a
closer look at the features and benefits of this text.

PROVIDES A BALANCED,
INTEGRATED INTRODUCTION
TO MARKETING

Marketing is a discipline that cannot be fractured and
compartmentalized without losing some of its mean-
ing. For example, services marketing can’t be covered
in isolation. It requires focused treatment, which we
provide in Chapter 10, “Service and Nonprofit Mar-
keting.” But for students to truly grasp the challenge
of services marketing, they need to encounter it
throughout the course as well. For instance, we intro-
duce the concept of the goods-service continuum early
in the first chapter on product strategy. This helps stu-
dents understand from the beginning that all products
have tangible and intangible components. We then in-
tegrate services throughout the entire book, and we
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