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Essentials of Marketing Is Designed
to Satisfy Your Needs

This book is about marketing and marketing strategy
planning. And, at its essence, marketing strategy plan-
ning is about figuring out how to do a superior job of sat-
isfying customers. We take that point of view seriously
and believe in practicing what we preach. So you can
trust that this new edition of Essentials of Marketing—
and all of the other teaching and learning materials that
accompany it—will satisfy your needs. We're excited
about this 10th 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 improvements in
the text and all of the supporting materials that accom-
pany it. We'll highlight some of those changes in this
preface, but first it’s useful to put this newest edition in a
longer-term perspective.

A Shorter Text—for Flexibility and a
Crisp Pace

Essentials of Marketing is a shortened version of our
Basic Marketing, the most widely used text in the field.
Our basic objectives in preparing a shorter text have
always been:

e To make it easy, interesting, and fast for students
to grasp the essential concepts of marketing.

e To provide a flexible text and choices from com-
prehensive support materials so that instructors
can accomplish their objectives for their students
even though the time available for the course is
limited.

Accessibility is a key goal. In the whole text—and all
of the supplements, ranging from the new multimedia
PowerPoints to the new edition of the Learning Aid—
we spent much time and effort carefully defining terms
and finding the right words, illustrations, and examples
to speed understanding and motivate learning.

Building on Pioneering Strengths

Essentials of Marketing and Basic Marketing pioneered
an innovative structure—using the “four Ps” with a
managerial approach—for the introductory marketing
course. They quickly became two of the most widely

viii

used business textbooks ever published because they
organized the best ideas about marketing so that read-
ers could both understand and apply them. The
unifying focus of these ideas was on how to make the
marketing decisions that a manager must make in de-
ciding what customers to focus on and how best to
meet their needs.

Over many editions of Essentials of Marketing there has
been constant change in marketing management and the
marketing environment. Some of the changes have been
dramatic, and others have been subtle. As a result, we
have made ongoing changes to the text to reflect market-
ing’s best practices and ideas. Throughout all of these
changes, Essentials of Marketing and Basic Marketing and
the supporting materials that accompany them have been
more widely used than any other teaching materials for
introductory marketing. It is gratifying that the four Ps has
proved to be an organizing structure that has worked well
for millions of students and teachers.

Continuous Innovation and Improvement

The success of Essentials of Marketing is not the result
of a single strength—or one long-lasting innovation.
Rather, the text’s four Ps framework, managerial orienta-
tion, and strategy planning focus have proved to be
foundation pillars that are remarkably robust for sup-
porting new developments in the field and innovations
in the text and package. Thus, with each new edition of
Essentials 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 comprehen-
sive and reliable support materials—so that instructors
and students can accomplish their learning objectives.
For example, included with the other innovations and
improvements for this new edition are

e Extensive revisions to the first three chapters, to in-
troduce marketing orientation and customer value
earlier and to introduce the marketing strategy
planning process in the context of an integrative
model that sets the stage for the rest of the text.

e New integrated treatment of macro-marketing
topics and social issues with relevant marketing
management topics throughout the text.



e A complete revision of the Student CD to Accom-
pany Essentials of Marketing that comes with the
text, with a new interface that integrates the rich
variety of multimedia learning resources it includes.

e An updated and expanded archive of PowerPoint
electronic lecture-support slides, with links to full-
motion videos, ads, and photos, to provide in-
structors with flexible support for lectures and
presentations.

e The Instructor CD to Accompany Essentials of
Marketing that offers all of the text’s teaching
support materials in easy-to-use and electronic
form and that features a refined new user interface
to make it even faster to access materials.

¢ A sharper focus, throughout the text, on how the
strategy planning process should lead to decisions
about a target market and marketing mix that
represents the best opportunity and competitive
advantage for the firm and superior value for
consumers.

e Interesting new video cases and teaching videos
focused on current marketing issues.

¢ High-involvement Internet exercises integrated
throughout each chapter of the text.

We Believe in Continuous
Quality Improvement

As authors, we're committed to ongoing improvements
—and we’re both proud that we were implementing
continuous quality improvements in preparing Essentials
of Marketing long before the idea became popular in the
world of business. We work to be creative in our cover-
age and approaches—because creativity is at the heart
of the marketing spirit. The most creative teaching in-
novations are ones that meet students’ needs and in-
structors’ objectives. That's also why our first priority has
always been, and always will be, producing quality mate-
rials that really work well for students and teachers. Stu-
dents take the first marketing course only once. It is an
investment and opportunity from which there should be
a solid return. So we take it as a serious personal respon-
sibility to support that investment with materials that
are interesting and motivating—and that really build
the skills and ideas that students need in their lives and
careers.

Our belief that attention to continuous quality im-
provement in every aspect of the text and support mate-
rials does make a difference is consistently reaffirmed by
the enthusiastic response of students and teachers alike
to each new edition.
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Leading Technology Innovations for Teaching
and Learning

We take seriously our opportunity and responsibility to
lead the marketing discipline in developing new, break-
through approaches for teaching and learning in the first
marketing course. Our thrust over the past two decades
has been to use technology to provide better and easier
options for teaching and richer and more interesting
approaches for learning. Along with other innovations,
we were the first to develop and offer spreadsheet-based
computer-aided problems, custom-produced videos, a
computerized test bank, a PC-based marketing simula-
tion, a hypertext reference, CD-based interactive versions
of the text, PowerPoint presentation slides with linking
by objectives, CD multimedia archives and presentation
software for instructors, multimedia case support, and the
multimedia CD for students. With this edition we con-
tinue these traditions of innovation with a redesigned
Student CD to Accompany Essentials of Marketing, my-
PowerWeb online readings, an even easier-to-use and
more comprehensive Instructor CD to Accompany Essen-
tials of Marketing, and a host of new and improved teach-
ing and learning materials available at the Essentials of
Marketing website at www.mhhe.com/fourps.

Critically Revised, Updated, and Rewritten

This new edition of Essentials of Marketing is the
highest-quality teaching and learning resource ever pub-
lished for the introductory marketing course. The whole
text and all of the supporting materials have been criti-
cally revised, updated, and rewritten. As in past editions,
clear and interesting communication has been a priority.
Essentials of Marketing is designed to make it easy, inter-
esting, and fast for students to grasp the key concepts of
marketing. Careful explanations provide a crisp focus on
the important “basics” of marketing strategy planning.
At the same time, we have thoroughly

» Researched and incorporated new concepts.

e Integrated hundreds of new examples that bring
the concepts alive.

o [llustrated marketing ideas and “best practices” in
a rich variety of contexts.

We have deliberately used marketing examples from a
host of different contexts. Examples span large and small
firms, profit and nonprofit organizations, organizations
that have moved to e-commerce and those that have
found other ways to innovate, domestic and interna-
tional settings, purchases by organizations as well as by
final consumers, services and ideas or “causes” as well as
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physical goods, and established products as well as new
technologies—because this variety reinforces the point
that effective marketing is critical to all organizations.

Clear Focus on Changes in Today’s
Dynamic Markets

This edition focuses special attention on changes tak-
ing place in today’s dynamic markets. Throughout every
chapter of the text we have integrated discussion and
examples of

* Lifetime customer value and customer equity.

* Best practices in marketing, and how to avoid the
mistakes of death-wish marketing (including
errors and omissions all too common among many
failed dot-com operators).

* Effective e-commerce innovations and changes in
marketing over the Internet.

* The costs and benefits of different approaches for
customer acquisition and retention.

* Relationship building in marketing.

* Social impacts of marketing and macro-marketing.

* The importance of providing superior customer
value as the means to achieve customer satisfac-
tion and competitive advantage.

* International perspectives.

* Ethical issues and social impacts of marketing.

Similarly, we've also integrated new material on
many important and fast-evolving topics. The following
are but a sampling:

® Multichannel marketing.

* Integrated marketing communications, direct-
response promotion, and customer-initiated inter-
active marketing communications.

* Promotional campaigns that build “buzz” among
consumers.

* Impact of economic fluctuations, changes in inter-
national exchange rates, and other topics central
to how the economy impacts marketing.

* The growth of business-to-business (B2B) ex-
changes on the Web and the expanding use of
reverse auctions and interactive bidding.

* The circumstances when using a website for direct
distribution or dual distribution makes sense and
when it doesn’t.

* The expanding role of sales technologies and self-
service technology.

* The increasing channel power of large retail chains.

* Competitor analysis and how to develop competi-
tive advantage.

* How to use flexible pricing and evaluate price
sensitivity.

Driving Home Competitive Advantage

Throughout the 10th edition we've continued to put
more emphasis on the process of marketing strategy plan-
ning. In today’s dynamic markets it’s not enough to simply
figure out an attractive opportunity and an effective mar-
keting mix. The real challenge is to quickly but logically
zero in on the target market and marketing mix that is re-
ally best for the firm, while recognizing that strategies need
to be refined and improved as market conditions change.
This highlights the need for breakthrough opportunities,
the problems with me-too imitation, and the crucial role
of competitive advantage in providing customers with
superior value. In other words, we sharpen the focus on
how to figure out the best blend of the four Ps and crush
the mistaken view fostered by some texts that the market-
ing job is just coming up with some marketing mix.

Coupled with this, you’ll learn how breakthroughs in
information technology are driving changes in all as-
pects of marketing—whether it’s e-commerce ordering,
getting marketing information, preparing salespeople to
interact with customers, or analyzing the “fire-hydrant”
flow of data on sales and costs. We'll also highlight the
many ways that relationships among marketing partners
are changing—ranging from coordination of logistics to
alliances among firms focused on the same market op-
portunity. You'll see how intense competition, both in
the United States and around the world, is affecting
marketing strategy planning. You'll see what it takes to
transform an effective new-product development
process into a profitable business.

Some other marketing texts are attempting to de-
scribe such changes. But that’s not adequate. What sets
Essentials of Marketing apart is that the explanations and
examples equip students to see why these changes are
taking place and what changes to expect in the future.
That is an important distinction—because marketing is
dynamic. Our objective is to prepare students to analyze
marketing situations and develop exceptional marketing
strategies—not just recite endless sets of lists.

A Fresh Design—to Make Important Concepts
Even Clearer

Along with the new content, we've given the text a
fresh design. The changes range from the new cover
to hundreds of new photographs, ads, web pages, and



illustrations. We've created many new exhibits—
conceptual organizers, charts, and tables—and updated
proven pieces from past editions, all with a fresh new
design.

The aim of all this revising, refining, editing, and il-
lustrating is to make important concepts and points even
clearer to students. We want to make sure that each
student really does get a good feel for a market-directed
system and how he or she can help it—and some
company—rtun better. We believe marketing is impor-
tant and interesting—and we want every student who
reads Essentials of Marketing to share our enthusiasm.

Eighteen Chapters—with an Emphasis on
Marketing Strategy Planning

The emphasis of Essentials of Marketing is on market-
ing strategy planning. Eighteen chapters introduce the
important concepts in marketing management and help
the student see marketing through the eyes of the mar-
keting manager. The organization of the chapters and
topics is carefully planned. But we took special care in
writing so that

e It is possible to rearrange and use the chapters in
many different sequences—to fit different needs.

o All of the topics and chapters fit together into a
clear, overall framework for the marketing strategy
planning process.

Broadly speaking, the chapters fall into two group-
ings. The first seven chapters introduce marketing and a
broad view of the marketing strategy planning process.
They cover topics such as segmentation, differentiation,
the marketing environment, and buyer behavior, as well
as how marketing information systems and research pro-
vide information about these forces to improve market-
ing decisions. The second half of the text goes into the
details of planning the four Ps, with specific attention to
the key strategy decisions in each area. Then we con-
clude with an integrative review and an assessment of
marketing’s challenges and opportunities.

The first chapter deals with the important role of
marketing—focusing not only on how a marketing ori-
entation guides a business or nonprofit organization in
the process of providing superior value to customers 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 selection of a specific target
market and blending the four Ps into a marketing mix to
meet the needs of those customers. With that founda-
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tion in place, the chapter introduces an integrative
model of the marketing strategy planning process that
serves as an organizing framework for the rest of the text.

Chapter 3 shows how analysis of the market and
external market environment relate to segmentation
and differentiation decisions as well as the criteria for
narrowing down to a specific target market and marketing
mix. This strategic view alerts students to the impor-
tance of evaluating opportunities in the external envi-
ronments affecting marketing—and these are discussed
in Chapter 4. This chapter also highlights the critical
role of screening criteria for narrowing down from possi-
ble opportunities to those that the firm will pursue.

You have to understand customers to understand
marketing, 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—Ilike manufactur-
ers, channel members, and government purchasers—are
using e-commerce and how they are similar to and dif-
ferent from final consumers.

Chapter 7 is a contemporary view of getting
information—from marketing information systems and
marketing research—for marketing management plan-
ning. This chapter includes discussion of how information
technology—ranging from intranets to speedy collection
of market research data—is transforming the marketing
manager’s job. This sets the stage for discussions in later
chapters about how research and marketing information
improve each area of marketing strategy planning.

The next group of chapters—Chapters 8 to 17—is con-
cerned with developing a marketing mix out of the four Ps:
Product, Place (involving channels of distribution, logis-
tics, 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 and the “right” Price—to sat-
isfy target customers and still meet the objectives of the
business. These chapters are presented in an integrated,
analytical way—as part of the overall framework for the
marketing strategy planning process—so students’ think-
ing about planning marketing strategies develops logically.

Chapters 8 and 9 focus on product planning for goods
and services as well as new-product development and
the different strategy decisions that are required at dif-
ferent stages of the product life cycle. We emphasize the
value of an organized new-product development process
for developing really new products that propel a firm to
profitable growth and explain the role that total quality
management plays in the continuous improvement of
both goods and services.
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Chapters 10 through 12 focus on Place. Chapter 10 in-
troduces decisions a manager must make about using di-
rect distribution (for example, selling from the firm’s own
website) or working with other firms in a channel of dis-
tribution. We put special emphasis on the need for chan-
nel members to cooperate and coordinate to better meet
the needs of customers. 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 improving 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 composite chapter helps students see
why the big changes taking place in retailing are reshap-
ing the channel systems for many consumer products.

Chapters 13 to 15 deal with Promotion. These chap-
ters build on the concepts of integrated marketing com-
munications, direct-response promotion, and customer-
initiated digital communication, which are introduced
in Chapter 13. Chapter 14 deals with the role of per-
sonal selling and sales technology in the promotion
blend. Chapter 15 covers advertising and sales promo-
tion, including the ways that managers are taking ad-
vantage of the Internet and other highly targeted media
to communicate more effectively 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 discounts,
allowances, and other variations from a list price. Chap-
ter 17 covers cost-oriented and demand-oriented pricing
approaches and how they fit in today’s competitive envi-
ronments. The careful coverage of marketing costs helps
equip students to deal with the renewed cost-conscious-
ness of the firms they will join.

Chapter 18 reinforces the integrative nature of market-
ing management and reviews the marketing strategy plan-
ning process that leads to creative marketing plans and
programs. This final chapter also considers how efficient
the marketing process is. Here we evaluate the effectiveness
of both micro- and macro-marketing—and we consider the
competitive, technological, ethical, and social challenges
facing marketing managers now and in the future. After
this chapter, many students want to look at Appendix C—
which is about career opportunities in marketing.

Careful Integration of Special Topics

Some textbooks treat “special” topics—Ilike
e-commerce, relationship marketing, international mar-
keting, services marketing, marketing over the Internet,
marketing for nonprofit organizations, marketing ethics,

social issues, and business-to-business marketing—in
separate chapters. We deliberatively avoid doing that
because we are convinced that treating such topics sepa-
rately leads to an unfortunate compartmentalization of
ideas. We think they are too important to be isolated in
that way. For example, to simply tack on a new chapter
on e-commerce or marketing applications on the Inter-
net completely ignores the reality that these are not
just isolated topics but rather must be considered broadly
across the whole fabric of marketing decisions. In fact,
the huge losses piled up by the collapse of thousands of
dot-com firms a few years ago are evidence of what hap-
pens when managers fail to understand the need to inte-
grate marketing strategy planning decisions and don’t
come to grips with issues such as competitor analysis, cus-
tomer value, and the marketing concept. Conversely,
there is virtually no area of marketing 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. So they are interwoven and illustrated
throughout the text to emphasize that marketing think-
ing is crucial in all aspects of our society and economy.
This edition is again packaged with a grid that shows, in
detail, how and where specific topics are integrated
throughout the text. Talk is cheap, especially when it
comes to the hype from some publishers about how
important topics are treated in a new text. But the grid
offers proof that in Essentials of Marketing we have de-
livered on the promise of integrated treatment.

Students Get “"How-to-Do-It” Skill
and Confidence

Really understanding marketing and how to plan mar-
keting strategies can build self-confidence—and it can
help prepare a student to take an active part in the business
world. To move students in this direction, we deliberately
include a variety of frameworks, models, classification
systems, cases, and “how-to-do-it” techniques that relate
to our overall framework for marketing strategy planning.
Taken together, they should speed the development of
“marketing sense” and enable the student to analyze mar-
keting situations and develop marketing plans in a confi-
dent and meaningful way. They are practical and they
work. In addition, because they are interesting and un-
derstandable, they motivate students to see marketing as
the challenging and rewarding area it is.

Essentials of Marketing Motivates
High-Involvement Learning

So students will see what is coming in each Essentials
of Marketing chapter, behavioral objectives are included



on the first page of each chapter. And to speed student
understanding, important new terms are shown in red
and defined immediately. Further, a glossary of these
terms is presented at the end of the book. Within chap-
ters, major section headings and second-level headings
(placed in the margin for clarity) immediately show how
the material is organized and summarize key points in the
text. Further, we have placed annotated photos and ads
near the concepts they illustrate to provide a visual re-
minder of the ideas and to show vividly how they apply
in the current business world. In each chapter we have
integrated Internet exercises related to the concepts be-
ing developed. The focus of these exercises is on impor-
tant marketing issues, not just on “surfing the Net.”

All of these aids help the student understand
important concepts and speed review before exams.
End-of-chapter questions and problems offer additional
opportunities. They can be used to encourage students
to investigate the marketing process and develop their
own ways of thinking about it. They can be used for
independent study or as a basis for written assignments
or class discussion.

Varied Types of Cases

Understanding of the text material can be deepened
by analysis and discussion of specific cases. Essentials of
Marketing features several different types of cases. Each
chapter starts with an in-depth case study developed
specifically to highlight that chapter’s teaching objectives
and the specific marketing decision areas covered in that
chapter. Students are encouraged to reread the chapter-
opening case after finishing the chapter—when they
have a deeper understanding of the issues involved. In
addition, each chapter features a special case report in
a highlighted box. These thought-provoking cases il-
lustrate how companies handle topics covered in that
chapter. All of these cases provide an excellent basis
for critical evaluation and discussion. And we've in-
cluded relevant Internet addresses so that it is easy for
students to quickly get updated information about the
companies and topics covered in the cases. Of course,
website addresses referenced in the cases may change.
Some companies change their websites to get a fresh
look, to take advantage of new Web capabilities, or just
to update the information that’s available. However,
when that occurs, our Essentials of Marketing website at
www.mhhe.com/fourps provides up-to-date links rele-
vant to the chapters in the text. Our CDs also include
links to the website so you can bookmark the site in your
Internet browser.

In addition, there are several suggested cases at the
end of each chapter. These suggested cases have been

Preface xiii

selected from the set of 31 cases that appear at the end of
the book. The focus of these cases is on problem solving.
They encourage students to apply, and really get in-
volved with, the concepts developed in the text.

Each of the first 17 chapters also features a computer-
aided problem. These case-based exercises stimulate a
problem-solving approach to marketing strategy plan-
ning and give students hands-on experience that
shows how logical analysis of alternative strategies
can lead to improved decision making. For the con-
venience of students and faculty alike, printed ver-
sions of the cases for the computer-aided problems are
incorporated in the book itself. Further, the award-
winning spreadsheet software we developed specifi-
cally for use with these problems has been revised so
that it is fully integrated with the other applications
on the Student CD that comes with the text. With
this edition a feature has been added in the software
so that students can type their responses to questions
on screen while viewing the computer spreadsheet—
and then print both the comment and spreadsheet on
one page.

New Multimedia Video Cases Are Integrative

In recent editions we've included a custom-produced
set of exciting video cases. The response to them has
been great, and this time we've expanded the set and up-
dated some of the best from the previous set. Each of
these combines a written case with an accompanying
video. These 7 cases are a bit longer than the 31 text-
only cases and open up the opportunity for students to
analyze an organization’s whole marketing program in
more depth and with even greater integration. Market-
ing professors wrote the scripts for both the videos and
text portions of the cases—so the videos reinforce real
content while bringing a high-involvement multimedia
dimension to the learning experience. And to assure
consistency with all of the other Essentials of Marketing
materials, we've carefully edited and coordinated the
whole effort. These cases were developed so that they
focus on different areas of the text, and thus they deal
with a variety of issues:

e How a well-known company won profits and cus-
tomer loyalty by developing a marketing mix
that’s carefully matched to the needs of its target
market.

e New-product development for a major component
part that is sold to producers who serve consumer
markets.

e Shopping behavior and marketing strategy issues
involved with a regional shopping mall.
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e The growth strategy for a vineyard that is working
to develop a major brand.

e The development of a new market awareness and
strategy by a major nonprofit organization.

e A case on the promotional program for the intro-
duction of an exciting new automobile.

e An integrated case on the marketing strategy for
an innovative household appliance.

We designed these cases so that students can analyze
them before or after seeing the video, or even without
seeing the video at all. They can be used in a variety of
ways, either for class discussion or individual assign-
ments. To get the ball rolling, students can see clips from
the video segments for the cases on their own Student
CD. We’re proud of these video cases, and we're sure
that they will provide you with a valuable new way to
learn about marketing.

Comprehensive, Current References for
Independent Study

Some professors and students want to follow up on
text readings. Each chapter is supplemented with de-
tailed references—to both classic articles and current
readings in business publications. These can guide more
detailed study of the topics covered in a chapter.

Instructor Creates a System—with Essentials
of Marketing’s 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 Professional
Learning Units Systems (our P.L.U.S.) for students
and teachers. Instructors (and students) can select
from our units to develop their own personalized
systems. Many combinations of units are possible, de-
pending 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 up-
dated supplements:

o A redesigned and updated Student CD to Accom-
pany Essentials of Marketing, which includes clips
for the video cases, a database of ads and annota-
tions that illustrate key concepts for each chapter,
a new version of our computer-aided problems
(CAP) spreadsheet software, self-test quizzes (with
two levels of questions), and narrated self-study
PowerPoint electronic slide shows, to introduce
students to what’s ahead. The CD also includes a

new graphics-rich edition of the Essentials of
Marketing Hypertext Reference for use in develop-
ing marketing plans or reviewing for tests.

e An online learning center at our revised website
(www.mhhe.com/fourps) for students and instruc-
tors, with features such as (constantly updated)
links to just-published articles from myPowerWeb
on topics in each chapter, chat rooms, software
downloads, Internet website links, and other ex-
citing features.

e A new and updated set of Interactive PowerPoint
lecture slides, incorporating full-motion video
clips, photos, ads, and interactive exercises to sup-
port the professor.

o An improved Instructor CD to Accompany
Essentials of Marketing, which includes all of the
instructor resources available for Essentials of
Marketing in electronic form and a redesigned
interface that makes it even easier to access the
specific items the instructor wants to use.

In addition, we’ve completely revised and updated

e The Multimedia Lecture Support Package.
e The Learning Aid workbook.

o Applications in Basic Marketing, an annually up-
dated book of marketing clippings from the popu-
lar press, free and shrinkwrapped with the text
and, new to this edition, supplemented with
myPowerWeb digital articles on the Web.

e 225 color transparencies (also available as Power-
Point slides).

e 277 overhead masters (also available as
PowerPoint slides).

e [nstructor’s Manual.

e Author-prepared Manual of Tests, accompanied by
the test-generator software that supports both
printed and online testing.

e A complete set of new and updated teaching videos
and seven great video cases (all supported with a
specially prepared Instructor’s Manual to Accom-
pany the Teaching Videos).

e A Windows version of The Marketing Game! (and
instructor’s manual) that offers password-protected
digital plan and report files and supports working
over the Internet.

We’ve been busy. You may not want to use all of this.
Some people don’t want any of it. But whatever you
elect to use—and in whatever medium you like to
work—the teaching and learning materials work well
together. We've designed them that way.



Hypertext—a Marketing Knowledge Navigator

We introduced the innovative Essentials of Marketing
Hypertext Reference with the 6th edition of Essentials of
Marketing and have expanded its capabilities ever since.
This easy-to-use Windows software puts almost all of the
key concepts and graphics from Essentials of Marketing at
your fingertips. It features hyperlinks, which means that
when you are reading about a concept on screen you can
instantly jump to more detail on that topic. You simply
highlight the concept or topic and click with a mouse or
press the enter key. Books assemble information in some
specific order—but hypertext allows you to integrate
thinking on any topic or combination of topics, regard-
less of where it is treated in the text.

The new version of the software provides an even
clearer and easier way to search for ideas while develop-
ing a marketing plan. You can also use the software to
review topics in “book order”—starting with learning
objectives and then “paging” through each set of ideas.

Free Applications Book—Updated Each Year

It is a sign of the commitment of our publisher to the
introductory marketing course that it will publish a new
edition of Applications in Basic Marketing every year and
provide it free of charge shrinkwrapped with each new
copy of the 10th edition of Essentials of Marketing. This an-
nually updated collection of marketing “clippings”—from
publications such as The New York Times, Business Week,
The Wall Street Jowrnal, Advertising Age, and Fortune—
provides convenient access to short, interesting, and cur-
rent discussions of marketing issues. Each edition features
about 100 articles. There are a variety of short clippings re-
lated to each chapter in Essentials of Marketing. In addition,
because we revise this collection each year, it includes
timely material that is available in no other text.

Learning Aid—Deepens Understanding

There are more components to P.L.U.S. A separate
Learning Aid provides several more units and offers further
opportunities to obtain a deeper understanding of the
material. The Learning Aid can be used by the student
alone or with teacher direction. Portions of the Learning
Aid help students to review what they have studied. For
example, there is a brief introduction to each chapter, a list
of the important new terms (with page numbers for easy
reference), true-false questions (with answers and page
numbers) that cover all the important terms and concepts,
and multiple-choice questions (with answers and page
numbers) that illustrate the kinds of questions that may
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appear in examinations. In addition, the Learning Aid has
cases, exercises, and problems—with clear instructions
and worksheets for the student to complete. The Learning
Aid also features computer-aided problems that build on
the computer-aided cases in the text. The Learning Aid ex-
ercises can be used as classwork or homework—to drill on
certain topics and to deepen understanding of others by
motivating application and then discussion. In fact, read-
ing Essentials of Marketing and working with the Learning
Aid can be the basic activity of the course.

Compete and Learn—with The
Marketing Game!

Another valuable resource is The Marketing Game!, a
PC-based competitive simulation. It was developed specif-
ically to reinforce the target marketing and marketing
strategy planning ideas discussed in Essentials of Marketing.
Students make marketing management decisions—
blending the four Ps to compete for the business of differ-
ent possible target markets. The innovative design of The
Marketing Game! allows the instructor to increase the
number of decision areas involved as students learn more
about marketing. In fact, many instructors use the ad-
vanced levels of the game as the basis for a second course.
The Marketing Game! is widely heralded as the best mar-
keting strategy simulation available—and the Windows
edition widens its lead over the others available. Competi-
tors don’t even need to be on the same continent. It works
great with password-protected decisions submitted over
the Internet and reports returned the same way.

Multimedia Support for Preparation, Lectures,
and Discussion

Essentials of Marketing and all of our accompanying ma-
terials have been developed to promote student learning
and get students involved in the excitement and chal-
lenges of marketing management. Additional elements of
P.L.U.S. have been specifically developed to help an in-
structor offer a truly professional course that meets the ob-
jectives he or she sets for students. Complete instructor’s
manuals accompany all of the P.L.U.S. components.

Electronic Presentation Slides with Many Uses

Essentials of Marketing is supported with a large variety
of high-quality PowerPoint electronic slide presenta-
tions. This flexible package features a large number of
PowerPoint graphics developed for every chapter in the
text. An instructor can use the provided software to
display the electronic slides with a computer-controlled
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video projector, in the order that they're provided or
branching in whatever sequence is desired. Presenta-
tions can be based on composite slides, or the points on
a slide can “build up” one point at a time.

Because we provide the native-format PowerPoint
files, instructors can modify or delete any slide or add
other slides by using their own copy of PowerPoint.
And, of course, if electronic projection equipment isn’t
available, the instructor can print out the images to cus-
tomized color transparencies or black and white over-
heads. All of the overhead masters are also available, in
color, as PowerPoint slides.

While these slides are intended mainly for instructor
use in class discussions and lectures, they are easy to use
and can be placed on the Internet, on the school’s com-
puter network, or in a computer lab as a supplement for
independent review by students. For distance education
applications, narrated slide shows are available.

Complete Multimedia Lecture Support

With the PowerPoint electronic slide presentations
we also provide detailed lecture notes, as well as lecture
outlines. The PowerPoint slide show includes small ver-
sions of the slides for class handouts. All of these materi-
als are packaged in our Multimedia Lecture Support Pack-
age. This supplement is also available in an electronic
form on the Instructor CD, and that makes it even more
convenient to use. [t gives instructors a great deal of flex-
ibility and saves time that can be spent on other teach-
ing activities. Instructors who prefer to use materials like
those that were in the past included with our Lecture
Guide won’t be disappointed either. The new package
will provide that material as well—in both printed form
and in the form of word-processing files (which makes it
easier for instructors to electronically cut and paste and
incorporate their own materials or to save time and ef-
fort in creating a website for the course).

[n addition, the Multimedia Lecture Support Package is
accompanied by a high-quality selection of overhead
masters and color transparencies—over 500 in all. The
manual provides detailed suggestions about ways to use
them. All of these items are also available on the CD.

Exciting New Videos—Created
by Marketing Experts

The newly revised and expanded Essentials of Marketing
Videos are also available to all schools that adopt
Essentials of Marketing. Half of the teaching videos are

completely new—based on scripts written by expert
marketing scholars and carefully linked to key topics in
the text. In addition, several of the most popular video
modules from the previous edition—the ones instruc-
tors and students said they most wanted to keep—have
been thoroughly revised and updated. These new videos
are really great, but it doesn’t stop there! As we noted
earlier, there are also seven great new videos to accom-
pany the video cases.

Testing that Works for Faculty and Students

In addition, thousands of objective test questions—
written by the authors to really work with the text—give
instructors a high-quality resource. We provide test-
generator software that allows the instructor to select
from any of these questions, change them as desired, or
add new questions—and quickly print out a finished
test customized to the instructor’s course. As an added
benefit, the instructor can publish questions to a website
and students can take tests online.

The 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 subsequent editions.

We recognize that fulfilling this commitment re-
quires a process of continuous improvement. Improve-
ments, changes, and development of new elements
must be ongoing—because needs change. You are an
important part of this evolution, of this leadership. We
encourage your feedback. The most efficient way to get
in touch with us is to send an e-mail message to
Bill_Perreault@unc.edu. There’s also a comment form
built into the book’s website, and if you prefer the tradi-
tional approach, send a letter to 2104 N. Lakeshore Dr.,
Chapel Hill, NC, 27514. Thoughtful criticisms and sug-
gestions 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.
E. Jerome McCarthy



ESSENTIALS OF MARKETING HELPS YOU LEARN
ABOUT MARKETING AND MARKETING
STRATEGY PLANNING.

At its essence, marketing strategy planning is about figuring out how to do a superior job of
satisfying customers. With that in mind, the 10th Edition of Essentials of Marketing 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 supplementary learning aids 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 the materials highlighted in this section. When used in combination with
the text, these tools will elevate your understanding of marketing.

Take a moment now to learn more about all of the resources available to help you best
prepare for this course—and for your future career.
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ESSENTIALS OF MARKETING: AN INNOVATIVE
MARKETING EXPERIENCE.

With eighteen 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 second half of the text takes you into plan-
ning the four Ps of marketing (Product, Place, Promotion, and Price) with specific attention to
the key strategy decisions in each area.

Basic Marketing and 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 marketing environment. Some
of these changes have been dramatic, and others have been subtle. But the 10th Edition helps
you understand the changes taking place and reflects today’s best marketing practices and ideas.

WHEN YOU FINISH THIS

CHAPTER, YOU SHOULD CHAPTER EIGHT

1. Understand what “Product”
really means,

2, Know the key differences
between goods and services.

3. Know the differences between
the various consumer and
business product classes.

4, Understand how the product
classes can help a marketing
manager plan marketing
strategies. M0

5. Understand what branding is
and how 1o use it in strategy
planning.

6. Understand the importance of
7. Understand the rote of

8. Understand the important new
terms (shown in red),

packaging in strategy planning.

warranties in steategy planning.

The Segway™ Human Transporter (HT) isn’t just a
new product, it's a new product concept. A design
engineer is likaly to be excited by the Segway HT's
unique features. Under the power of its rechargeable

batteries, its onboard computers and five gyroscopes

balance the heel as
its rider glides down the sidewalk at up to 12 mph.
Even the two-tone plastic fenders that sit above the
wheels are unique. They are coated with Sollx. a

lity chemical film developed by General

Electric; Sollx gleams like colorful paint, but it resists
scratches.

0f course, most customers don't dwell on technical
features like Sollx, gyroscopes, or central processors;
instead, they think about the benefits and satisfaction

that might come from using the product, The benefits

that the Segway HT offers depend to some extent on

whether it s sold as a consumer product or a business
product. For example, the Post Office has evaluated it as
a way to cut costs as mail carriers go from house to
house. Alternatively, upscale consumers who live in
congested urban areas might see it as a fun, quiet, and
flexible way to get around without worrying about
traffic, parking, or fill-ups at a gas station.

Before the Segway HT was introduced, the new-
product development process was wrapped in
secrecy. Rumors even spread on the Internet that it

might be some sort of ft. This created some

unrealistic expectatior stimulated media

coverage, publicity, and initial sales at Amazon.com,

Thousands of units sold that way. Now Segway’s
website (www.segway.com| lists the names and
locations of Segway dealers. This is still a selective
distribution effort. Distribution through dealers makes
sense for this sort of product. A customer who visits a
local dealer can inspect the different models in the
Segway product line and a salesperson can answer
questions. In addition, before spending $4.500 on a
Segway HT, a customer is Likely to ask “where do | get
warranty service if I have a problem?” In fact, some
customers were reminded of such after-the-sale
service issues when Segway announced a voluntary
product recall. The Consumer Product Safety

Commission encouraged the recall to head off

Each chapter begins with a list of learning objectives that will help you understand and identify
important terms and concepts covered in the chapter, and then provides an in-depth case study,
developed specifically to motivate your interest and highlight real-life examples of the learning

objectives and specific marketing decision areas covered in that chapter.
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TIEATS AT T CaT MAnUrCTuTer Would oDy TErore AT e oSSt e OPOTTTTeS
in food and clothing markets and focus on the generic marker, “transporting people
in the world,” and probably on the broad product-marker, “cars, trucks, and utility
vehicles for transporting people in the world."

This approach tries to narrow down the marketing focus to product-market areas
where the firm is more likely to have a competitive advantage or even to find break-
through opportunities.

Full-color photos and current ads
are carefully placed in every

Market grid is a Assuming that any broad product-market (or generic marker) may consist of sub-
visual aid to market markets, picture a marker as a rectangle with boxes that represent the smaller, more s
segmentation homogeneous product-markets. Chapter and a‘nn0tated to prOV]'d'e

a visual emphasis on key concepts
and ideas discussed in the text.
These illustrations vividly show
how companies apply marketing
concepts in the modern

business world.

Initially the Clorox brand
name became well known as
laundry bleach, but now the
brand is used with other
products related to the
broader product-market for
household cleaning needs.
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Exhibit 8-7
Pareto Chart Showing
Frequency of Different
Complaints

Reason for complaint:

H
:
:

Buffet table not well organized

Table not clean

et dnt |
Missing utensil at place setting ;

Number of complaints
8 8 8 8 8

Had to wait for coffee
No dietetic sweetener
provided

3

A variety of interesting exhibits— !
“conceptual organizers,” charts,

i This is typical. The worst problems often occur aver and ov

and tables—illustrate each chapter e e o o A

management s to slay the dragons first—swhich simply m
problem. After removing that problem, the battle moves on ro the nest most

and focus YOUI' attention on frequent problem. 1f you do this contimuonsty, you solve a ot of problems—and you

don't just saristy customers, you delight them

‘ i’ ¢ 2 F o fan our manager has only identified the
key frameworks and ideas. B e e bty e the

“chings pone wre

——————

238

in: This focuses
A rle of quality
art with the biggest

discovers that cus

Waitresses not available
"\ Waitresses spend too much time
sorting dishes in kitchen—less
fime to clear

Can't start clearing

\suun enough {
\ . Not allowed to ciear until

\ entire party has lef
Takes too long
Waitress must bring.

check to desk 1opay.check

\ Credit card
N, machine jams

Not enough staff @“’ romptly

atbusy times. "\ Customers drink coffee

High pal endlessly

!

urnover /A Takos eng time to get

aitresses don't ca P
o Tate /tokitehen

Bottlenecks in kitchen
No standard training

Nl g
~_Poor pay / "\ Kitchen is far from tables

/ 2

other mothers to ask for SoapWorks products and to tell friends about stores that
carried them. This wasn’t the fastest possible way to introduce a new product line,
but her cash-strapped strategy played to her unique strengths with her specific tar-
get market.'”

Internet exercises are

INTERNET Go to the SoapWorks website (www.soapworks.com) and click on the link 3 g < i
EXEBCISE for its store locator. Click your state on the map and see if there is a retailer mtegl'ated with the dlSCllSSlOIl
in your area that carries SoapWorks products. Check several other states in < :

different regions of the country. Why do you think that SoapWorks has of lmponant ideas as they are

distribution through retail stores in some states but not in others?

developed—to help you learn
about marketing while you
Exhibit 2-10 focuses on planning each strategy carefully. Of course, this same : . .
approach works well when several strategies are to be planned. Then, having an surf mterestlng websites.

organized evaluation process is even more important. It forces everyone involved to
think through how the various strategies fit together as part of an overall market-
ing program.’ !
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For 100 years, gasoline-powered vehicles have been
the king of the road. And unlike in some cultures,
people in the United States drive everywhere they go.
Yet this has created problems. The high cost of gasoline,
its environmental impact, and reliance on oil from the
politically volatile Middle East long ago led to federal

laws that required automakers to improve gas mileage.

In response, during the 1980s and 90s automakers
redesigned vehicles to improve mileage. Even so,
progress was slow. Many consumers preferred big gas-
guzzler SUVs that were a better match for their
suburban lifestyles. A decade ago, to help curb smog in
cities like Los Angeles, desperate California lawmakers
even told automakers that by 2003, 10 percent of the

autos and trucks they sell must produce zero emissions.
- To nudge toward that target, a few manufacturers .
offered electric vehicles. Yet battery-powered cars, like

GM's EV1, were very costly, had a drive-range less than
100 miles, and were generally underpowered. A few

‘wealthy celebrities drove them for publicity or to make

an environmental “statement.” But for most consumers,
electric cars were too expensive and the need to plug
them into an electric outlet was a real obstacle.

Vi N .'4'12

Now sales of hybrid vehicles (which combine power
from gasoline and electric motors) are beginning to
grow. Competition among producers is encouraging
innovations based on this new technology. Costs are
lower, mileage is higher, and power is better. For
example, both Toyota and Honda enjoyed a dramatic
jump in sales when they introduced their new Prius and
Civic hybrids. This jump occurred in spite of a weak

~ economy—when many consumers postpone big

purchases. Initial sales might have been even higher if
it were not for a problem that was revealed by Toyota’s
marketing research. Even after thousands of hybrids
were on the road, about half of all consumers wrongly
believed that you still have to plug in a hybrid (or said
that they just didn’t know). In light of this, Toyota
worked with its ad agency to develop promotions to
constantly remind consumers that “you never have to
plug it in.” Yet many consumers are still not very
motivated to pay extra to buy a “green” vehicle. This
may explain why Ford’s promotion focuses on the
increased power of its new hybrid SUVs and trucks
rather than on an environmental appeal.®!

current attitudes and work within these constraints—as it seeks new and better

SR
opportunities. ©

USING SCREENING CRITERIA TO NARROW DOWN TO STRATEGIES

Developing and

After you analyze the firm’s resources (for strengths and weaknesses), the envi-

applying screening ronmental trends the firm faces, and the objectives of top management, you merge
criteria them all into a set of product-market screening criteria. These criteria should

include both quantitative and qualitative components. The quantitative compo-
nents summarize the firm’s objectives: sales, profit, and return on investment (ROI)
targets. (Note: ROI analysis is discussed briefly in Appendix B, which comes after
Chapter 18.) The qualitative components summarize what kinds of businesses the
firm wants to be in, what businesses it wants to exclude, what weaknesses it should
avoid, and what resources (strengths) and trends it should build on.*

Developing screening criteria is difficult but worth the effort. They summarize in
one place what the firm wants to accomplish. When a manager can explain the spe-
cific criteria that are relevant to selecting (or screening out) an opportunity, others
can understand the manager’s logic. Thus, marketing decisions are not just made or
accepted based on intuition and gur feel.

The criteria should be realistic—that is, they should be achievable. Opportuni-
ties that pass the screen should be able to be turned into strategies that the firm
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Each chapter features a special case report in a highlighted box that illustrates
how companies handle a topic of special interest covered in that chapter.



