i

Marketing
Management

BEXFEHMRE

http:/ /www.tup.tsinghua.edu.cn

: Prentice Hall
——  http://www.prenhall.com

Prentice
fall



Rk VIEPY & )

== y 2V Variay
= i B

= =

Marketing Management

Russell S. Winer
University of California, Berkeley

BEXFH AR http://www.tup.tsinghua.edu.cn

Prentice Hall http://www.prenhall.com
|



(R)FBEF158 5

Marketing Management/ Russell S.Winer

Copyright ©2000by Prentice Hall, Inc.

Original English Language Edition Published by Prentice Hall, Inc.

A 985 EVRR E Prentice Hall R A B #BUE € KF HRAAET ERR (AEHESEEE. 8]
FrAATBUX MG S MK HARRAT . REMIREBEFA, AELUMEM 7 LR HIsPRAES
AL AT B 9 o

AP HNEA Prentice Hall HHRRA B WOCHI A%, THREEFEHE.
bR W RAUR EER A FBIES:  01-2001-3237

RRALFR A, BEN 5.

T 4 BEHEH

£ #: Russell S. Winer

R EERF IR (LG R A RIE, #B%% 100084)
http://www.tup.tsinghua.edu.cn

ENRIE: JbntdivE el B e

KAT#: Hietis S)EILRRAT

F 4. 850 X 1168 1/16 Efgk: 36.75

fR ¥k: 2001458 HEE 1AR 2001 45 8 A% 1 IRENI

+H 5. ISBN 7-302-04746-4/F * 346

EN - #: 0001~5000

£ M 58.00 7T



% KR % W

NI BUEFEIREBRRES, BEEA KRS TR, $I0ELEEIMCH
NEBZRSRETIBICORIBINT, BEXSZHRE SEIESJHRNTSIEY
EDEhR—RIVR X REFEBESEHIEH. BAFMERNED, 2R LREBERSR.
EEINRZRA. FHZRADNFIES, BALHRZNR PR EREMHER
2. EEDHTREDP, RINBITRIBER. RENLR. BEER, EHERT
IR BHEEHP RIRE BN BEER S LT BRI RAREFT2REN
BR. MBS, X¥. RGBS, WHESIMSH, Et—H80!

BT RIEEMEERNBCS . &FNNHERESHREARD, NHDHENR, 88
B KRB EFSRN R ERNUSHFOES.

BITHEXEZ N DRERUREL NS N R EES B, NRELTEE
BB SRERPiE.

R KIRELRINMRHERNB AR BNEREERBEWALTERA)
EFCEMINEIMITBRB.

BHERZERALE=REE
2001. 8




WL, PESHRNABSNBRENFHABE — UNENAENERE
RO GEH, UREFLIEMMTIAL. TRTTHRNEEN, TR 05T
IANEDA . B5F . XHBHEOERSHE, Simms 21 HEn PR — SRS
PE, tEIsE— EFREOLR.

HE, B R S ENE SRS REY I SO ENETENAE. HEFME, £
HE 20 20 ERZE, NTRIPEEESHRE L —IESNSBRERE. 7
ENFRNEEES, HTECHBABRRN “BOBFTHES. ASEREE
S OERE, RENRENESED. BN, BNURTN—LERMBX AR
ENECEESRIMABER R T K BBINSEXR. WEEASEFEE
SEEB, 20004, FEMABRAMIL FHF10F3TTE—RAW, 2001543
AT TEREW, XIS REEE T HR FRAN—LERATOPER
TRCWRBERASA, HESZK. BR2E, BT R HET—Frsh. &
XEBRR. SH. ERUNSEHEERSIED, F0SE SIS
KIBEEREN, SRR ABRA TSI ORE . IHABEUSNEATED, R
NNEERE TEENSFERY DE, BNEEREX MREREERAN
i, B EARSAEES ERETARIBE ISR,

ROEERENLE, DXUE. P IEFRBVFTH, LWADEREN, &
EER—ANAERBERES. FORSERBEBLASE T RSN EE
AT REVRISDISHEIE: “RBEPERONLREY, RE— AN SBHHET
R, VBRI, TIX SRPERUSBNSTERBAL. FEAFE
FERSEMEUTEE., SR F—NBRSFERSRORFNS. 75510
=5, HETENEE. NREREANSESER. " ENAIER RO EE
Eil. ABERESREIEEN B HABNREERY. RES, KFNENZ
BRUSHRSHDEENIS TR, RERCESHRNEBMRIEN, MAS
ROESFERAASSERES. NEBRSTE, TACBEUNERIENES.
BARSRTETHRSH R REN, EENENETFHBRSE — JLRROBWR
— EBASAEFESNF. SENEIEITANED. REX—BR, BEX
FEFEBSREE MR NRENSOS R, SERBRRE — IRES I




\

]2, MEZEDS IRWRENST P,

REFHRZIN, RANRBHAEBRIRREF. ZAIDHENTREZENEKFEHE
FEXEN. IANRREBINFWTCHNERFER, MERNS B RLESNOERIL.

HNAE, MERMS, FINEEEINMCHNERERNERLTFTRICHT, N
MiXFo, ABHRRREB. AIBETEEMAR GCERTERNR. BERMAZERTRENN
XFREN, BRBIMBXIFIRELDRENEE I RRE, IFEAMIURRRIFENHR
RKFAIRMEKNUR, BRNEIURZRIFEBBHNERRIE. MITHLEET—EINEE
fitl, B RNEETTRIRTIIZEINRE BNEE KR, SN IRAENRT|EMNBSFAYILS, L
HREWINBHENIRENER WL WR—IAKTAEREWIMEETD, MERBEIMEAR
BERAEMXZELAIAZELFEE—FNNE, MMESELTEPRSZECHNTESEE. BIL,
BINAN, B—EINBEMENRE, BUXZH— MREIRINIRR, RBEDHER, Mi—E
REN TIER, FACNRMEEAND RS,

EERAERNBNEAN, RINBEEERBERRRRRSFRNTELEREFHARE
NBLHRNSEINES. RAN, RTREIEREANESERLORELNELS, RIRS
BHEIR, RIS BICKERE, SOR TIAFE, RS GRBIRE. RCKR, NWFEBEXHH
BEBE. AN, —EBERTXLER. HEMEE. KB LIR, X, 89—
BZBEAIE “RBERGEE KA.

BifE, E@RRBWRAGRRRREET— T HNNERS. —AIMRBDU+5E7T, 2
N EBZETT, —RIXBREZHNN. BEZIREFTESIELRBNNR, BERELRTWE S —
OIS EHRISR, BISNIEIR, BN/ FSERRXE B/, XHFE—K, %ET
BARNBRNBNRE. BEASZERALXLEFEXD B BRI ERTTET. PHE
1997 5, BEARFHMAI BN, EEAREREE —HITEBFIEIREN, MEEK, &£
EUFAHEBHERS IR \WEL, BEEAEESITZMRS.

NI EEBEARZEFEBEFHRAEMRIRRNZE, BT OEEEZEIMBA HMBFR
NESNEFERSHOBNASEREST Y EHRR, BEAZEREBRESHESHR
Z2HREASIFRNERREENBZHERD, B KIBFRAL. &FEEXFEZRE
RHTRB RN BROEREA .

NEBRRENEEHEBUAMES RO XRN TR, BHEH; nERE
NEFRIRENDEMNAHSERNBOErMERS . RBEMEEXNNEEEND
AE RPN

Moy me

BHEAZEFEES K
sETHEEBMIYEESERTILE



Dedication

With much love to Toby, Jessica, and Andrew



Preface
—

could almost be guaranteed that they would be accosted by young people wondering

whether they had any extra pairs of Levi’s jeans they were willing to sell. Such was
the strength of Levi’s as a worldwide brand. In the 1990s, something changed. Where 31
percent of the jeans sold in the U.S. market in 1990 were Levi’s, this had shrunk to 16.9
percent by 1998, a drop of nearly 50 percent. Young people can now be heard saying that
they do not want to be seen in the same jeans as their parents. What happened in so short
a time? How could a world-renowned brand from a world-renowned company have stum-
bled so badly?

To understand this fully, a marketing management textbook must go beyond a careful
explication of basic concepts—it must bring in a strategic perspective. Marketing Manage-
ment was written because after teaching the core marketing management course for more
than 20 years, I thought this strategic perspective was missing from other textbooks. Read-
ers of this book will find a strategic framework set up in chapter 3 and then used through
most of the rest of the book (chapters 4—12). In this way, strategy becomes a chief distin-
guishing feature of this book.

Marketing Management’s strategic framework facilitates understanding of the second dis-
tinguishing feature of this text: its emphasis on the rapid changes that are being thrust upon
marketing managers by information technology, especially the Internet. No existing marketing
management text presents the basics of marketing management in a way that reflects the impact
of the Internet. I did not achieve this by simply adding a separate chapter on the Internet; rather,
I have woven the impact of information technology and the Internet throughout the book. In
every chapter, company names appear in blue to simulate Web “hot links.” Where these hot
links appear, students will also find a Web icon in the margin. This icon is a signal to students
that they can find, and link to, the Web site for the company cited by accessing the main Web
site for this text at www.prenhall.com/winer.

While looking at the transformations that information technology has brought, Mar-
keting Management also takes a unique look at high technology. Chapter 15 covers mar-
keting management in high-technology markets. It is not only my geographical location
near Silicon Valley, and the interests of Berkeley MBAs, that have led me to include
material on this topic. In discussions with business students at a variety of schools, I have
found that many are interested in careers in computer software, biotechnology, semi-
conductors, and other technology-based industries. While the basics of marketing are the
same across all industries, there are some features of high-technology markets (e.g., short
product life cycles) that make being a marketing manager for one of these companies a
somewhat different experience than being a brand manager for, say, Proctor & Gamble’s
Crest toothpaste.

The technology orientation is reinforced by a running case study on the personal computer
industry that is introduced in chapter 2. The background information provided in this case serves

In the 1970s and early 1980s, American visitors to the Soviet Union and eastern Europe
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as the basis for end-of-chapter assignments in the chapters that follow. This is another unique
feature of the book, as marketing management texts normally include only end-of-chapter ques-
tions rather than in-depth analyses of a particular industry. The personal computer industry was
chosen both because it has a technology dimension and because it spans both consumer and
business-to-business markets. It has also been heavily influenced by the Internet; witness the
explosive growth of Dell Computers, which has been driven by sales at its Web site.

I would like to note here that this book is not biased toward any particular industry. All
students, whether they are interested in consumer packaged goods, high-tech marketing, ser-
vices, or industrial marketing (business-to-business), will find something in this book for them.

I have also attempted to include many examples from global contexts. Although there
is a separate chapter on global marketing (chapter 16), as is the case with technology, I have
tried to weave non-U.S. examples throughout the text to convey to the reader that thinking
about global markets is a natural part of the job for many marketing managers. It is no longer
a separate activity.

Another feature of the book is the chapter on customer relationship management (chap-
ter 13). Few topics have received as much attention in recent years as the question of how
to maintain and enhance long-term relationships with customers. Considerable research has
shown that it is less expensive and more profitable to retain customers than it is to try to get
customers to switch from competitors. A good example of this recent emphasis on customer
retention is the proliferation of loyalty programs. I discuss these programs in chapter 13 and
also provide several examples.

With all of the above features, it is necessary to point out one more key feature of Mar-
keting Management: The book you hold in your hand is much shorter than the standard mar-
keting management text, yet it covers all the critical topics, helping students understand why
marketing can be so difficult. Both instructors and students are encouraged to add supple-
mentary cases and articles to customize marketing to their own interests. After all, we are
in the era of “mass customization.” In addition, students can use the fundamental knowl-
edge about marketing provided in the book as a springboard to other marketing courses.

This manageable length and the flexibility provided both to instructors and to students
makes Marketing Management an ideal text to use in better undergraduate, MBA, and
EMBA classes.

ORGANIZATION OF THE BOOK

This book is divided into four parts, the contents of which follow this sequence: (1) intro-
duction to marketing and the marketing concept, (2) overview of marketing strategy, (3)
marketing-mix decision making, and (4) special topics such as services marketing that cut
across all of the preceding material.

The key benefit of this approach is that it shows very clearly that strategic decisions must
be made before tactical decisions. I have taken this approach because I do not believe that a dis-
cussion about pricing, for example, can take place before students are given a sense of how
price must fit into the product’s positioning and value proposition as well as be suitable for the
particular market segment being pursued. In other words, marketing managers cannot make
pricing decisions without clear direction from the strategy. This is an important feature of the
book and distinguishes it clearly from competing texts. In addition, chapters 4-12 repeat the
figure describing the overall strategic structure with indications of *““where we are” in the struc-
ture. This has the benefit of continually reinforcing the strategic perspective I advocate.

Part 1: Customer Focus and Marketing Management. These two chapters provide a
general overview of marketing and how difficult the job is.

Chapter 1, “The Concept of Marketing,” covers the basics of marketing: what it is, why
it is important, the importance of a customer/competitor orientation, and the controversy
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over being customer led versus leading the customer. Key benefits: introduces students to
the importance of being customer-oriented and having an external rather than internal focus.

Chapter 2, “The Marketing Manager’s Job,” covers topics such as marketing organiza-
tions, the marketing plan, changes in the marketing manager’s job, and how technology is
changing marketing management. This chapter introduces the introduction to the personal
computer case that runs throughout the book. Key benefits: gives students a better under-
standing of the organizational environment within which marketing decisions are made.

Part 2: The Development of a Marketing Strategy. This set of chapters covers the
“behind the scenes” work that marketing managers do in framing the specific decisions that
are ultimately made such as what price to charge. This is a unique aspect of the book since,
as noted earlier, I cover this material earlier than other textbooks.

Chapter 3, “A Strategic Framework,” introduces a basic strategic framework that ties
together the rest of the book. Topics include the development of a complete marketing strat-
egy, differentiation, product positioning, developing a value proposition, the product life
cycle, and product line management. I have put much of the traditional material on one of
the “four Ps”—product—in this chapter to show that my emphasis on the book is how prod-
uct decisions must fit within an overall strategic framework. Key benefits: provides readers
with the backbone of the book, a practical guide to the development of marketing strategy
that is a key takeaway.

Chapter 4, “Marketing Research,” shows how market research is fundamental to the
development of a marketing strategy. This chapter covers primary and secondary data col-
lection, electronic sources of information, forecasting, and methods of estimating market
potential. Key benefit: introduces students both to the general point that research is critical
to the marketing management function and to some specific pointers about what to do.

Chapter 5, “Consumer Behavior and Analysis,” covers the basics of understanding how
and why consumers (individuals) make purchasing decisions. Market segmentation is dis-
cussed, and special attention is given to secondary sources of information that are useful for
segmentation. Key benefit: An understanding of consumer behavior is crucial to the devel-
opment of a marketing strategy.

Chapter 6, “Organizational Buying Behavior,” highlights the differences between con-
sumer and organizational (business-to-business) buying behavior. Key benefit: Many read-
ers may be unfamiliar with industrial buying behavior, and this chapter provides the
background for developing marketing strategies targeting business customers.

Chapter 7, “Market Structure and Competitor Analysis,” covers competitor definition
(against whom are you competing?), analysis, and where information can be obtained for
these two activities. A game-theoretic approach to competitive strategy is introduced. Key
benefit: Students will obtain a “hands on” approach and concrete methods for determining
competitors and analyzing their strengths/weaknesses. The simple game-theoretic illustra-
tions are generally not included in other texts.

Part 3: Marketing Mix Decision-Making. These chapters cover the actual decisions mar-
keting managers have to make that customers see. This is the section instructors would
consider to be the four Ps, although, as noted earlier, “product” is integrated into the strat-
egy discussion in chapter 3.

Chapter 8, “Communications and Advertising Strategy,” covers the basic communica-
tions model and emphasizes how it is changing due to the Internet and the Web. After review-
ing the elements of the communications mix, the buik of the remainder of the chapter covers
advertising decision making, including new approaches to advertising on the Internet. Key
benefits: Students will have a better understanding of integrated marketing communications
(IMC) and advertising’s role in the communications mix.

Chapter 9, “Channels of Distribution,” covers channel structure and management. In
addition, using the Internet as a channel, multilevel marketing, direct marketing, and current

XXV
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issues in supermarket retailing are also discussed. Key benefit: Students will better appre-
ciate the wide variety of channel options that exist today as well as some of the manage-
ment problems involved with channels.

Chapter 10, “The Personal Sales Channel,” introduces personal selling as a mixture of
communications and distribution and thus logically follows chapters 8 and 9. Selling is por-
trayed as a channel—that is, a way for customers to gain access to the company’s products
and services. The basics of sales management (e.g., setting sales quotas) is discussed, with
an emphasis on the impact of information technology on the salesperson’s job. Key benefit:
understanding how personal selling fits into the marketing mix.

Chapter 11, “Pricing,” focuses on the importance of understanding the concept of cus-
tomer value, or how much customers are willing to pay for a product or service. Thus, the
chapter focuses on how to measure and use that concept to make pricing decisions. Specific
pricing issues such as EDLP (everyday low pricing) and private label competition are cov-
ered. Key benefit: Students should understand that pricing decisions can be made system-
atically versus the ad hoc approaches that are often taken.

Chapter 12, “Sales Promotion,” covers the essentials of sales promotion (different types,
objectives, trade vs. retailer promotions) as well as budgeting and Internet applications. Key
benefit: Students will better appreciate how sales promotion complements other elements
of the communications mix.

Part 4: Special Topics in Marketing Management. These topics are particularly rele-
vant for marketing in the twenty-first century.

Chapter 13, “Customer Relationship Management,” is a unique part of the book. A con-
siderable literature has developed around the concept of lifetime customer value and the
economics of brand loyalty. Various topics in customer retention are covered in this chap-
ter, including loyalty programs, mass customization, and using information technology to
create customer databases. Key benefit: The management of customer relationships is an
absolutely critical area of marketing; this is a unique feature of the book.

Chapter 14, “Strategies for Service Markets,” discusses the unique aspects of service
markets and what makes services marketing different. Topics covered include the service
quality model, strategic and tactical issues, and the impact of technology on service mar-
kets paying special attention to financial services. Key benefit: Given that about 80 percent
of the U.S. economy is service based, students must understand how marketing services is
different from marketing physical goods.

Chapter 15, “Strategies for Technology-Based Markets,” is another unique chapter that
covers the difficulties of marketing in turbulent, high-tech markets. Topics include customer
behavior, new approaches to high-tech marketing strategy, and particular tactical issues such
as marketing through OEMs (original equipment manufacturers) and VARs (value-added
resellers). Key benefit: Another unique aspect of the book, this chapter is particularly impor-
tant for students interested in careers in technology-based industries.

Chapter 16, “Global Marketing Strategies,” covers the essential elements of global mar-
keting strategy, including the debate over global marketing, and focuses in particular on
marketing mix implications such as channels (e.g., joint ventures), advertising, and pricing
(e.g., exchange rate risk). Key benefit: Given that the world economy is becoming increas-
ingly global, marketing students cannot consider themselves to be knowledgeable without
understanding the important aspects of global marketing.

Chapter 17, “New Product Development,” discusses various approaches to new prod-
uct development; for example, the classical linear process vs. the “rugby,” interfunctional
approach vs. target costing. New product forecasting and new issues such as how to
decrease time to market are given special attention. Key benefit: New products are the life-
line of any business; students will better appreciate the complexities of developing and
introducing new products.
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KEY PEDAGOGICAL FEATURES

A variety of pedagogical features have been integrated throughout this text to enhance the
learning experience for students.

Chapter Briefs. Each chapter in this text begins with a brief roadmap to the chapter,
titled “Chapter Brief.” This feature briefly outlines what material will be covered.

Chapter-Opening Case. Following this outline, a chapter-opening case provides the
reader with (1) an interesting, contemporary, real-world company situation, and (2) a con-
text within which the reader can easily see how the chapter material can be applied in the
marketing decision-making process.

Extended Illustrations. Each chapter includes at least one Illustration feature, set off
by the word Illustration without interrupting the flow of text. Each Illustration is an extended
example that provides a more in-depth look at a particular company, in order to illustrate its
practice of a particular marketing concept.

Examples of Real Companies and Real Strategies. In all of the chapters, real company
examples are used liberally. Also, throughout each chapter, strategy examples that highlight
how an actual company has applied a specific marketing strategy are indicated by an icon
in the margin.

Figures, Photos, and Hot-Linked Company Names. Figures and photos are used lib-
erally to reinforce the concepts raised. To reinforce the relationship of the material to infor-
mation technology and to help students follow up when interested, company names are
“hot-linked” in blue and the text’s Web site address is provided in the margin. By access-
ing this site, students are led to the Web addresses of the hot-linked companies.

Executive Summaries. At the end of each chapter, the “Executive Summary” summa-
rizes the main points covered.

End-of-Chapter Questions. Following the “Executive Summary,” a series of chapter
questions is given to permit students to review and apply the material they have learned in
the chapter.

Case Exercises. At the end of every chapter, a section titled “Application Exercises”
provides assignment questions related to the personal computer case introduced in chapter
2. These hands-on exercises reinforce the material in each chapter by offering an opportu-
nity for students to apply what they have learned.

Further Reading. A section of “Further Reading” contains references for additional
reading on the material covered in the chapter. Readings are drawn from both academic and
professional sources.

SUPPLEMENTS

A strong package has been compiled to help you teach your course as effectively as possible.

Instructor’s Manual. This helpful teaching resource contains chapter objectives, exten-
sive lecture outlines, chapter summaries, and answers to all end of chapter questions.

Test Item File.The Test Item File contains more than 1,500 items, including multiple-
choice, true/false, and essay questions. They are graded for difficulty and page-referenced
to the text. The questions are also available electronically through the Prentice Hall Test
Manager program (Windows version).

Electronic Transparencies. The PowerPoint set contains slides that cover key concepts
of the text and includes text figures and tables.

Companion Web Site. Available for students is the Prentice Hall Companion Web Site.
Students can go online and answer multiple-choice, true/false, and essay questions cover-
ing the concepts of each chapter. Each question contains hints and page references to the
text. Students also have the option to submit their answers via the Web to their professor or
to professors at other schools.

xxix
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