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As a team, Philip Kotler and Gary Armstrong provide a blend of skills uniquely suited to
writing an introductory marketing text. Professor Kotler is one of the world’s leading
authorities on marketing. Professor Armstrong is an award-winning teacher of under-
graduate business students. Together they make the complex world of marketing practi-
cal, approachable, and enjoyable.

Philip Kotler is the S. C. Johnson & Son Distinguished Professor of International
Marketing at the Kellogg Graduate School of Management, Northwestern University. He
received his master’s degree at the University of Chicago and his Ph.D. at M.L.T,, both in
economics. Dr. Kotler is author of Marketing Management: Analysis, Planning,
Implementation, and Control (Prentice Hall), now in its eleventh edition and the most
widely used marketing textbook in graduate schools of business. He has authored sev-
eral successful books and has written over 100 articles for leading journals. He is the only
three-time winner of the coveted Alpha Kappa Psi award for the best annual article in
the Journal of Marketing. Dr. Kotler’s numerous major honors include the Paul D.
Converse Award given by the American Marketing Association to honor “outstanding
contributions to science in marketing” and the Stuart Henderson Britt Award as
Marketer of the Year. He was named the first recipient of two major awards: the
Distinguished Marketing Educator of the Year Award given by the American Marketing
Association and the Philip Kotler Award for Excellence in Health Care Marketing pre-
sented by the Academy for Health Care Services Marketing. He has also received the
Charles Coolidge Parlin Award which each year honors an outstanding leader in the field
of marketing. In 1995, he received the Marketing Educator of the Year Award from Sales
and Marketing Executives International. Dr. Kotler has served as chairman of the
College on Marketing of the Institute of Management Sciences (TIMS) and a director of
the American Marketing Association. He has received honorary doctorate degrees from
DePaul University, the University of Zurich, and the Athens University of Economics
and Business. He has consulted with many major U.S. and foreign companies on mar-
keting strategy.

Gary Armstrong is Crist W. Blackwell Distinguished Professor of Undergraduate
Education in the Kenan-Flagler Business School at the University of North Carolina at
Chapel Hill. He holds undergraduate and masters degrees in business from Wayne State
University in Detroit, and he received his Ph.D. in marketing from Northwestern
University. Dr. Armstrong has contributed numerous articles to leading business jour-
nals. As a consultant and researcher, he has worked with many companies on marketing
research, sales management, and marketing strategy. But Professor Armstrong’s first
love is teaching. His Blackwell Distinguished Professorship is the only permanent
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viii About the Authors

endowed professorship for distinguished undergraduate teaching at the University of
North Carolina at Chapel Hill. He has been very active in the teaching and administra-
tion of Kenan-Flagler’s undergraduate program. His recent administrative posts
include Chair of the Marketing Faculty, Associate Director of the Undergraduate
Business Program, Director of the Business Honors Program, and others. He works
closely with business student groups and has received several campus-wide and
Business School teaching awards. He is the only repeat recipient of the school’s highly
regarded Award for Excellence in Undergraduate Teaching, which he won three times.



YRR (TMZEHRE) (5B 10hR), SHE—THOMREARN, RINGHBRS
NERX—KANARET. BIANINK. EUFHRIEL IR, B VENSEREH
X—HH SO RS R, WERAILRR, ABMA2MFELR, 1T
MRABHEWERE, Bhdto

% 10 REENLE ZMBSHIR. BIMANERRERE NN, &%, X—
BRI —TRANTH LS MIZEHBRT. SBENNMEE RN

‘o EHARBCRTETINI—BIRN, 1IBRESASRBRINGHSIEN LR
URBHRR, MARINDDISHBBG XK. £S5 10D, BiVERMSHEET
MENKHEXREBIMER, HESBPRSX—FK,

PR 5 TISRMBRAIELRIS, BINEERE T =BG NNER, &5k, BN
—HRE T RURANBERIRET RAEANMEBER RS RRRTIERA
BIEEM L8Y. HR, B BRI EMNTEROMETIT, MBS R R
B, EEARVRETUNHRARNSEELRE HRIE, 85, RITEBDE
B T AREHNNHSINAHRESEHORHTAN. BIFET ST — N
BBz e, '

NI BRETRELOUS, BIIRT RHURHOENARIN, TR NEEHE
BEOHRNZINT BN ERTHED. FEEHORME. %10 RMUSSH. £,
BEZTEENONHABRDZERR. AL, ATIENBWITES, BITES 10
B S EXASIN T REEHSIROERNEHNE. o, BPEsH. =
SV AN T OSBRSS BRIV SR,

FLAR, BNRERSEEHRNE—AEANDS. WA RIS EE 7
8o BMTANNE 10 RBIESHIEBBN—IR. RIBSBMEELT (FHZEYEE)
RHZEHEHZNRERA, >

IS =g NUS) J0EE - PO YRR RS R
(Philip Kotler) (Gary Armstrong)
ik I EBRIAS—Chapel Hill H4




Xix



XX

——

Why Marketing Is Powerful

he goal of Principles of Marketing, Tenth Edition, is to introduce new marketing
students to the fascinating world of modern marketing in an enjoyable and prac-
tical way. Many people see marketing only as advertising or selling. But real mar-

keting does not involve the art of selling what you make, so much as knowing what to

make! Organizations gain market leadership by understanding consumer needs and

finding solutions that delight customers. If customer value and satisfaction are absent,

no amount of advertising or selling can compensate.

Simply put, the aim of marketing is to build and manage profitable customer rela-

tionships. Marketers study consumer needs and wants, select target markets they can

serve best, and design products, services, and programs to serve these markets. They
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attract new customers by promising superior

value, and keep and grow current customers

by delivering superior satisfaction.

Marketing is much more than just an iso-
lated business function—it is a philosophy that
guides the entire organization toward sensing,
serving, and satisfying consumer needs. The
marketing department cannot accomplish the
company’s customer relationship-building goals
by itself. It must partner closely with other
departments in the company and with other
organizations throughout its entire value-delivery
network to provide superior customer value and
satisfaction. Thus, marketing calls upon everyone
in the organization to “think customer” and to do

all they can to help build and manage profitable

customer relationships.
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marketers need a broad range of skills in

order to build profitable relationships

with customers.




More Powerful Content

Welcome to the Tenth Edition of Principles of Marketing!

Principles of Marketing, Tenth Edition, provides an authoritative, comprehensive, innovative, manage-
rial, and practical introduction to marketing. It is designed to help students learn about and apply the
basic concepts and practices of modern marketing as they are used in a wide variety of settings.

POWERFUL Themes in Principles of Marketing

.
Technological advances, rapid globalization, economic shifts, and cultural and environmental
developments are causing profound changes in the marketplace. As the marketplace changes, so
must the marketers who serve it. These new developments signify a brand new world of opportu-

nities for forward-thinking marketers.
In light of these new developments, Principles of Marketing, Tenth Edition builds on four

major, powerful themes that go to the heart of modern marketing theory and practice.

L. Building and managing profitable customer relationships. Today’s marketers must be good

at managing customer relationships. They must attract customers with strong value propo-

sitions, then keep and grow customers by delivering superior customer value and satisfaction
and effectively managing the company-customer interface. Today’s
outstanding marketing companies

are connecting more selec-
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2. Building and managing strong brands. Well-positioned brands with strong brand equity
provide the basis upon which to build profitable customer relationships. Today’s marketers

must be good at positioning their brands powerfully and managing them well.

3. Harnessing new marketing technologies in this digital age. New digital and other high-tech
marketing developments, including the explosion of the Internet, are having a dramatic
impact on both buyers and the marketers who serve them. Today’s marketers must know how
to leverage new computer, information, communication, and transportation technologies to

connect more effectively with customers and marketing partners in this new digital age.

4. Marketing in a socially responsible way around the globe. As technological developments
make the world an increasingly smaller place, marketers must market their brands globally

and in socially responsible ways.
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More Powerful Real Marketing
Applications

Principles of Marketing, Tenth Edition tells the stories that reveal the drama of modern marketing.
While the majority of vignettes and Real Marketing exhibits are brand-new to this edition, we also
retain some of the popular classics from previous editions. We think it’s important to show how
strategies at best-practice and up-and-coming companies change and continuously evolve. Some

real marketing examples from the tenth edition include the following:

* MTV’s phenomenal success in international markets

* Google’s survival amid the dot-com meltdown

* AT&T’s focus on brand and value rather than price in its through the mLife campaign
* Ritz-Carlton’s zeal for taking care of customers

* Home Depot’s penchant for taking care of those who take care of customers

* Kmart’s BlueLight strategy and how it started a price war only Wal-Mart could win

* Charles Schwab Corporation’s transformation from a traditional “brick-and-mortar”

marketer to a full-fledged, industry-leading “click-and-mortar” marketer

* Microsoft’s passion for innovation and its quest for “the Next Big Thing”

* Dell Computer’s stunning direct selling formula

* Coca-Cola’s international marketing prowess

113 overview the promige g
©OMMEICe presents or the gy




XxXv

Marketing ung the Marketing e ggy 7

"1 Understanding

—and Adyeryis,

Whes yoy thiak hack 6 the et P telaxed gng friendly eny e, Bmens

Roots, 100 probatiy chimy o DU (1t b e 1 crpicseee

Py sutaps led by o There's g, Marting time 4
g g wigue work s Sioeyie—or mnding tinge for that magse
. ) seact “oskire. and b, % ot st Puled here, Fag. oy 4 Noy
Smpboren. Google, the Wet s servicey o b

Provider, s pp Aiffereny Founded i

By, et gk

Bown hree e
A8 Bt astny dot-come, Gaogre offees o

Athough this seart-up ey

Hers vear,
€

£EOnOMic, political.lega), g cultural environmen;
affect a company's eernational marketing decigiony
describe three key “PProaches to entering
{nternational markers
xPlain how compapies #dapt their marketing mixe,
for internationa) markets
dentify the three majo, forms of inge,

e

ol i 4 g N e
iy ] | f Pesk hous. g o
Aftey Studying py g chaprer ¥ * 1 3 f Cuooghe o 4
You shoury be able to Al iy ” ‘ X { !
[ 1. discuss how the internationg) trade system, : ? 4 =

MATES 416 anerers

5. uniihe o

W g

{ i rensshio. The Govgle surch qogun retiarn,
Keti t rational )l ~ — =~ “ewalts thet ure ey veli a
makeing organimn | i
| v e world's e i o o Bevond thig reper
| 0o ® e Goagle Mo Vocyog 3 v

sernsing mediom, i¢, 3

e has tinsptie oy

| o o ody Sl b Delping. suery i
. | ety ety Bt e, 0
| ° | % 0 et i, sy y
L]
592 ’ ° /
= . et ° L ~ o TTe— e ———
- T— e —~— > ° °
L4 ]
L]
N L
L] o
® e ®
®
L] ° ¢ .
L]
L]

Atter stoaying 1nis Ehaptay
SROUld b ap o,

find and den.

1 the ew

the prodict life ¢yete

 secrbe bom marketing o




XXVi

What’s New. . . What’s Changed

1. A powerful new “customer relationships” framework: This new edition is organized around
a powerful managing profitable customer relationships framework for teaching and learning

marketing.

* A retitled and heavily revised Chapter 1—“Marketing: Managing Profitable Customer
Relationships”—establishes this customer relationships theme at the start of the text. A new
Chapter 1 section, Managing Customer Relationships, pulls together the latest thinking on
creating superior customer value and satisfaction in order to attract, retain, and grow cus-
tomers and maximize customer equity. The closing section of Chapter 1 presents a final rela-
tionships theme—connecting—that summarizes how changes in technology have impacted

how companies connect with customers, marketing partners, and the world around them.

* A retitled and streamlined “Managing Marketing Information” Chapter 5 includes a
major new section on Customer Relationship Management (CRM), and software and
analytical techniques for organizing and applying customer information from all cus-

tomer touchpoints to build stronger customer relationships.

*  The customer and marketing partner relationships theme is carried forward into later
chapters. In all, from the first chapter to the last, Principles of Marketing is organized
around a powerfully enhanced theme: developing and managing profitable customer and

marketing partner relationships.

2. A new chapter: “Marketing in the Digital Age”: The new Chapter 3 addresses the impact of the
Internet and other developments in today’s high-tech marketing environment on marketing strat-
egy and customer relationship building. The new digital age is having a dramatic impact on both
buyers and the marketers who serve them. To succeed—even to survive—marketers must rethink
their strategies and practices. The new chapter explores the major forces shaping the digital age;
major e-marketing developments in B2C, B2B, C2C, and C2B domains; and strategies and tactics
for setting up a successful e-commerce presence. Unlike most other texts, which treat this material
as an end-of-book afterthought, Principles of Marketing presents it up front, where it becomes an
important part of the underlying fabric of marketing. This early coverage sets a platform for count-
less examples of digital developments integrated throughout the remainder of the text.

3. Building strong brands and brand equity: Chapter 9— “Product, Services, and Branding
Strategies” —now includes a separate and expanded section: Building Strong Brands. The
section includes new material on brand equity, brand positioning, managing brands, and
rebranding. Chapter 8— “Segmentation, Targeting, and Positioning: Building the Right

Relationships with the Right Customers” —presents a new discussion on developing brand

positioning statements.
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4. Socially responsible marketing around the globe: The tenth
edition of Principles of Marketing continues its strong coverage

of socially responsible marketing and global marketing.

Marketing ethics, environmentalism, and social responsibil-
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5. Other additions and enhancements: The tenth edition con-
tains new material on a wide range of subjects, including
customer relationship management and partner relation-
ship management; the digital age and Internet marketing;
customer lifetime value and customer equity; brand

equity, brand building, brand management, and rebrand-

ing; value propositions, positioning, and positioning L
.
statements; demand chain and supply chain management; s
the new direct marketing model and database marketing; customized and ., ..'
L] L]
.....

customerized marketing; online marketing research; value pricing and dynamic pricing;
integrated marketing communications and buzz marketing; Web selling and online sales

training; marketing and diversity; environmental sustainability; global marketing

strategy; and much more.
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