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Marketing is the business function that identifies current unfulfilled needs and wants,
defines ang measures their magnitude, determines which target markets the organiza-
tion can best serve, and decides on appropriate products, services, and programs to
serve these markets. Thus marketing serves as the link between a society’s needs
and its pattern of industrial response. '

The Current Marketing Environment

The last decade has been one of trial and tribulation for most companies, here and
abroad. Following the Mideast war of 1972, the world economy was plunged into a
period of great shortages cf oil and of many products that depended on oil. Shortages
were shortly followed by double-digit inflation. Efforts to curb inflation led many
countries into recession. Consumers’ optimism soured into pessimism, and consumers
slowed down their, spending and proceeded to buy more carefully.

Several major companies tottered under the impact of the hard times, including
Chrysler, International Harvester, and Braniff. Some of these companies were not
the victims of the times so much as of their own failure to interpret new market
forces and consumer requirements. They were victims of weak marketing and weak
strategic planning. Other companies showed a high capacity to adapt to changing
market needs—Procter & Gamble, IBM, McDonald’s, General Mills—and continued
to show good profits throughout the period, demonstrating that marketing can make
a difference. ’

On the whole, the United States has been losing industrial leadership during
this period. The U.S. foreign trade deficit hit record highs. American firms have
been outperformed in many world markets by the Japanese and by some European
firms. The U.S. auto industry fell into a weakened position because of its failure to
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downsize its cars early enough; and the U.S. steel industry is paying dearly for its
failure to invest in more modern plants years ago. Many U.S. companies are saddled
with high labor costs that prevent their products from being competitive in world
markets. U.S. productivity has fallen, and the U.S. reputatlon for quality products
has slipped in the minds of many consumers.

Many critics have placed the blame on U.S. managcment, saying that it suffers
from a too short-run orientation. Top management is judged by annual profitability,
and their bonuses are highly related to their current performance. Top management,
it is alleged, has stinted on long-run productivity investments, quality improvements,
and technological research. The result has been slipping productivity ax;d noncompeti-
tive global costs.

In. the meantime another nation, Japan, views market development in much
longer-range terms. They plan for global leadership and have succeeded in winning
the lion’s share of demand in a number of important global markets, including automo-
biles, cameras, consumer electronics, watches, steel, and shipbuilding. They have ac-
complished this by going after market share instead of current profitability and also
receiving government support in their drive for global industrial leadership.

The marketing challenges thus are greater than at any time in history. Business
firms face the following problems:

An international market that is moving toward greater protectionism.

Many nations that are so debt-ridden that it is hard or risky to do business with them.
Foreign companies that receive subsidies from their g@vernments and win business
through lower prices.

High U.S. wages that make some of our mainstay employment industries uncompetitive
in world markets.

A cautious consumer population that is price sensitive and increasingly responsive to
price discounts and generic products.

Old industries like autos and steel that have lost their competmve edge.

An insufficient number of new industries in which the United States has a competitive
edge and that offer high employment opportunities.

Companies hope that these problems can be solved. Properly viewed, the prob-
lems are also opportunities. More companies are recognizing that they need stronger
marketing and that they have been mistaking a selling operation for a marketing
operation. Selling is what a company does to dispose of the products it makes. Market-
ing is what a company does to decide on what products to make in the first place.
As companies recognize that their marketing can and must be improved, they are
taking concrete steps to transform their companies into sophisticated marketing com-
panies. They recognize that the marketplace, not the factory, ultimately determines
which firms will succeed. Their challenge is to find ways to reconcile company profit-
ability, customer-need satisfaction, and social responsibility.

Marketing will remain one of the most difficult decision-making areas for compa-
nies. Marketing problems do not exhibit the neat quantitative properties of many
problems in production, accounting, or finance. Psychclogical variables play a large
role; marketing expenditures affect demand and costs simultaneously; marketing plans
shape and interact with other business-function plans. Marketing decisions must be
made in the face of insufficient information about processes that are dynamic, nonlin-



ear, lagged, stochastic, interactive, and downright difficult. However, this is not taken
as a case for intuitive decision making; rather it suggests the need for improved
theory and sharper tools for analysis.

The Nature of This Book

This book on marketing management has thé following features:

ro

A managerial orientation. This book focuses on the major decisions facing marketing
executives and top management in their attempt to harmonize the objectives and resources
of the organization with the needs and opportunities in the marketpiace.

" An analytical approach. This book presents a framework for analyzing recurrent market-

ing problems. Descriptive material is introduced where it helps illustrate marketing princi-
ples.

A basic disciplines perspective. This book draws heavily on the basic disciplines of econom-
ics, behavioral science, and mathematics. Economics provides the fundamental tools
and concepts for seeking optimal results in the use of scarce resources. Behavioral science
provides fundamental concepts and findings for the interpretation of consumer and organi-
zational buying behavior. Mathematics provides an exact language for expressing the
relationships existing between two or more variables.

A universal approach. This book applies marketing thinking to a wide range of phenomena.
Marketing is relevant to industrial as well as consumer markets, service industries as
well as goods industries, small companies as well as large ones, nonprofit organizations
as well as profit companies, and buyers as well as sellers.

Comprehensive and balanced coverage. This book avoids a lopsided coverage of strategic,
tactical, or administrative marketing. It covers all the topics about which a marketing
manager needs some knowledge.

Changes in the Fifth Edition

The fifth edition has been written to reflect the.new problems facing companies and
the new concepts needed to deal with these problems. The fifth edition has the following
objectives:

“: To strengthen the material on strategic marketing because of the increasing necessity

for executives to think strategically and not only tactically.

To strengthen the material on marketing organization and implementation, because many
companies fail to carry out their strategies in an effective manner.

To create a stronger chapter flow, which takes the reader through the whole marketing
management process—understanding marketing management, analyzing market opportu-
nities, researching and selecting target markets, developing marketing strategies, planning
marketing tactics, and implementing and controlling the marketing effort.

> To introduce the current statistics and new episodes that illustrate effective (or ineffective)

marketing.

These objectives have led to the following distinctive features in the fifth edition:

' Two new chapters, specifically chapter 13 (“Marketing Strategies During Periods of

Shortages, Inflation, and Recession’) and chapter 18 (“Retailing, Wholesaling, and Physi-
cal-Distribution Decisions"’). i

Several substantially revised chapters, specifically chapters 1, 2, 6, 9, 11, 12, 19, 22,
and 23.
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O New and expanded material on marketing planning, strategic planning, competitive mar-
keting strategies, marketing warfare, product life cycles, marketing strategies in different
economic climates, marketing implementation, negotiation, pricing strategies, retailing
and wholesaling, principles of effective marketing communication, and marketing of
services.

[l Substantial revision of the writing style toward shorter and more active prose.

[0 Substantial updating of references and citations of contemporary marketing success stories -
and empirical findings.

(O Improved pedagogical aids: new end-of-the-chapter questions, new Instructor’s Manual
with lecture suggestions and multiple-choice questions, and three new or revised compati-
ble supplementary texts: Marketing Management and Strategy: A Reader, 3rd ed., Philip
Kotler and Keith Cox; Cases in Marketing Management: Issues for the 1980s, Charles
Hinkle and Esther Stineman; Problems in Marketing Management: A Workbook, Jack
Sissors.

The book is organized into six parts. Part I develops the societal, managerial,
and strategic underpinnings of marketing. Part II presents concepts and tools for
analyzing any market and marketing environment to discern opportunities. Part 111
presents principles for researching and selecting target markets. Part IV deals with
strategic marketing and describes how firms can develop their marketing strategies.
Part V deals with tactical marketing and describes how firms handle each element
of the marketing mix—product, price, place, and promotion. Finally, Part VI examines
the administrative side of marketing, namely, how firms orgamze, implement, and
control marketing efforts.
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