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Preface

As we began planning this, the 14th edition of Marketing, we asked ourselves: How
can a textbook best meet the needs of its market? We started out by defining the mar-
ket as consisting of two related groups, each with a quite different role:

e One group is students, who would learn about marketing from the book. Many
of these students are taking their first course in marketing at the college level.
Some, but not all, of these students have practical marketing experience in part-
time or full-time jobs. They actually buy the book.

e The other group is professors who choose what text their students will read in a
marketing course. The professors don’t actually purchase the book, but they are
the decision makers. Their choice of a text influences how well their students
learn and, therefore, how successful the professors are in teaching the course.

Considering students first, we examined research as well as feedback on previ-
ous editions of Marketing from our students and others. For the professors, we
looked at where our book had been used and we sought the views of adopters and
nonadopters. In brief, here’s what we learned and what served as the guiding princi-
ples as we prepared this edition:

e  Students tell us they definitely want a book that is readable—one that explains
concepts clearly, holds their interest, and is up-to-date and relevant. They desire
a book that helps them learn and also makes studying for tests efficient and effec-
tive. Most would also like a book to be as concise as possible. Finally, they want
a text that is affordable. '

e Professors want the same things, and more. They recognize this will be the only
marketing course that many students take but that it will be the foundation for
a marketing major and possibly a marketing career for other students. Thus,
instructors want a full array of marketing topics covered so that both types of
students can appreciate the role of marketing. In addition, they want the orga-
nization of the topics in the text and the support materials to contribute to effi-
cient and effective teaching.

We also obtained perspectives from the business world, both directly through
conversations with executives and indirectly by examining periodicals and trade
journals. From these sources, we identified the people, organizations, and topics that
are having the greatest impact on business and marketing today as well as those pre-
dicted to play a major role in the near future. What we discerned can be placed into
four categories: technology, internationalization, the physical environment, and eth-
ical and socially responsible behavior. As you will see as you read the book, these top-
ics take many forms in marketing. A brief preview will indicate some of the ways we
incorporated these topics in the 14th edition of Marketing.

Technological advances affect business in many ways, such as how people and
organizations communicate. The rise, and now prevalence, of cellular phones, com-
munication satellites, and the Internet have had dramatic impacts on business. In
fact, they have even given new meaning to existing words such as spam, cookies, and
files and have added new words to our vocabulary such as instant messaging, goog-
gling, bloggers, and podcasting.

Another very significant ongoing trend is the internationalization of business.
Increasingly, corporations are thinking and acting globally in selecting suppliers and
seeking customers. Looking to the future, Western firms are jockeying for position
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in China and India, while China looks for markets in the west, and Indian firms ben-
efit from outsourcing by many Western firms. (Of course, many more countries than
China and India are key parties to the internationalization trend.) Trading alliances
such as the European Union look for expansion opportunities even as the members
try to settle their differences.

Then there are two areas that are gaining greater prominence. The physical envi-
ronment, reflected in topics such as global warming, air and water quality, and waste
disposal, influence marketing with regards to the use of natural resources, the prolif-
eration of products, and the efficiency of how products are distributed. There also is
greater interest in ethical and socially responsible behavior. Concerns in this area
include health and nutrition, product safety, advertising claims, brand protection, and
understandable pricing. Reports of unethical conduct, success stories of firms that
make ethical choices, and the increasing use of codes of conduct indicate the growing
sensitivity to fostering an ethical and socially responsible dimension in decisions.

Finally, but certainly not last in our content considerations for this edition, we rec-
ognized that ample coverage should be given to the fundamental concepts, strategies,
and techniques that serve as the cornerstones of marketing programs. As you read this
book, you will learn how and why organizations serve only a portion of a market,
how they select the groups they choose to serve, where the information comes from
for making these decisions, and the approaches to strategic decision making.

It is our belief that marketing can and should be applied to every exchange situ-
ation. As a result, it is relevant to everyone, regardless of whether a person plans on
a career in business, in the government, or in a nonprofit organization. Our response
to this belief and the inputs provided by students, professors, and the business com-
munity was to develop a package that will help prepare students for a challenging,
dynamic, and exciting future. The features that make this possible are described next.

Overview of this Edition

In every new edition of Marketing, we make changes to produce a structure we
believe is effective as well as student- and instructor-friendly. We seek to do that by:

*  Organizing the topics around seven themes that logically build from fundamen-
tal concepts, strategies, and techniques through the major tasks associated with
marketing to the strategic role of marketing in an organization.

* Bringing attention to the global nature of marketing by dedicating Chapter 3 to
this important topic, integrating global examples throughout the book, and pro-
viding “A Global Perspective” box in almost every chapter.

* Empbhasizing the similarities as well as the differences between consumer and
business marketing by means of back-to-back coverage in Chapters 4 and 5.

* Combining demand forecasting with its logical antecedents—segmentation, tar-
geting, and positioning—in Chapter 6.

* Covering marketing research in Chapter 7, after students have been exposed to
consumer and business markets and segmentation.

*  Making Services Marketing, Chapter 11, part of the product section of the book.

* Combining wholesaling and physical distribution in one chapter.

* Integrating planning, implementation, and evaluation in Chapters 20 and 21 to
provide a broad strategic context after students have a grasp of what marketing
entails.

* Carrying four themes throughout the book—global marketing, ethical chal-
lenges, the marketer as decision maker, and the impact of technology on
marketing—with separate boxes interspersed throughout the chapters. These



vignettes are intended to both inform students about noteworthy topics and
issues and stimulate critical thinking on their part.

e Concluding the book with a chapter that examines the growing role that tech-
nology has—and surely will continue to have—in marketing.

Other Noteworthy Features

The changes in the 14th edition and previous editions have a singular purpose,
namely to make the book an even better learning tool for students. Among the note-
worthy changes are:

e Over time, the text has been shortened without reducing the number of topics
covered.

e The Internet’s role is properly reflected throughout the book with examples, Web
addresses, and boxes.

e The chapter-opening and part-ending cases, within-chapter boxes, and Interac-
tive Marketing Exercises at the end of each chapter are useful instruments for
stimulating active learning through projects, classroom discussions, and debates.

e Two appendices, which can be found on the website for the text (www.mhhe.
com/etzel07), deal with marketing math and career planning and job search.
These appendices contain practical material that can be integrated into the
course by instructors or used independently by students.

Chapter-Related Cases

Each chapter begins with a contemporary case that sets the stage for the upcoming
material. At the conclusion of the chapter, the case is revisited and more specific infor-
mation is presented about marketing-related activities associated with the organiza-
tion or product that is the subject of the case. By addressing the questions following
the “More about . . .” part of the case at the end of the chapter, students discover how
they can apply what they have learned in the chapter to an actual marketing situation.

Some of the organizations and products that are highlighted in the cases are
highly recognizable, whereas others are relatively unknown or somewhat unusual.
However, we have made a special effort to select cases that students will not only find
interesting but also can learn from. We have been asked, “Aren’t you concerned that
some of the facts in a case may become dated or firms or products may be gone by
the time the case is covered in class?” Our answer is an emphatic “No.” Students
should be encouraged to do some research on any case they examine and focus on
the concepts, strategies, and techniques highlighted in the case. Students can learn
from failures as well as successes.

Chapter-opening cases involving relatively well-known organizations and prod-
ucts that have significant marketing opportunities and challenges include:

e Trader Joe’s
e Song Airlines

* Boeing

e Dunkin’ Donuts
e (Cadillac

e [KEA

e Nike

e  Starbucks
e Walgreens
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Another group of cases address situations in which technology, including the
Internet, is an important issue. This group of cases includes:

e iTunes

o Kodak

e Toys “R” Us
e NetFlix

e Amazon

e Priceline.com

Still others deal with less familiar products and situations that have substantial
marketing implications. Among these cases are:

e W. W. Grainger

e ZipCar

e Imaginatik

e USDA Food Pyramid
e CDW Corporation

e Zara

e Bose

Most of the chapter-opening cases are new to this edition. Any cases carried over
from the 13th edition have been thoroughly updated.

Part-Ending Cases

Each of the seven parts of the text ends with two cases. All of these cases involve real
organizations and products. Rather than being comprehensive, we have focused each
case on the subject matter covered in that particular part of the text in order to avoid
overwhelming students with the complexity of many business problems. Included
among the part-ending cases are:

e Google

e Dell

e Target

e The Gap

e  Hummer

e  McDonald’s

e Walt Disney Co.

e Southwest Airlines
e BlackBerry

Cases we have developed that focus on competitive rivalries have been well
received by both students and instructors, so we have retained this feature. Part-
ending cases that illustrate the competitive battles between or among companies are:

e  Sirius versus XM

e UPS versus FedEx versus DHL

e Coca-Cola Co. versus PepsiCo

e Costco versus Sam’s Club

e Nintendo versus Sony versus Microsoft



Learning Aids

Given the accelerated pace of business today and the dynamic nature of marketing,
we anticipate important developments related to the part-ending cases. Therefore,
we will put news about major breaking developments related to the cases on the web-
site for the 14th edition. This form of updating will keep the cases timely and inter-
esting over the life of the edition. Students should go to the website to obtain this
additional information about the organizations and products covered in the cases.

Students need to be informed about and, in turn, recognize the significance of
the evolving context in which marketing is performed. We have selected three
dimensions—globalization, information technology, and ethics—for special atten-
tion. Besides examples throughout the book, we have prepared boxes titled “A
Global Perspective,” “Marketing in the Information Economy,” and “An Ethical
Dilemma?” to help students understand how these important dimensions affect mar-
keting and, more broadly, business and society.

To place students in a more active role as they learn about marketing, we have
incorporated “You Make the Decision”™ boxes throughout the text. After actual sit-
uations faced by marketers are described briefly, students are asked how they would
deal with the particular challenge or opportunity.

Each chapter concludes with three learning aids in addition to the “More
about . . .” part of the chapter-opening case:

¢ A list of Key Terms and Concepts that reinforces important vocabulary from the
chapter.

e A set of Questions and Problems that stresses the application of the text mate-
rial rather than memorizing or defining terms.

» Several Interactive Marketing Exercises that require students to interact with
customers and/or marketers outside the classroom. In carrying out these assign-
ments, students will observe marketing situations, gather information firsthand,
and/or utilize valuable secondary sources. The objective of these exercises is to
give students a better sense of how marketing is actually carried out.

Teaching and Learning Supplements

In addition to the Marketing text, which serves as the primary learning instrument,
several supplements facilitate the teaching and learning process. These supplements
include:

e An Instructor’s Resource CD-ROM that contains all the resources for classroom
support. The CD-ROM includes the Instructor’s Manual with additional lecture
material, commentaries on the chapter-opening and part-ending cases, suggested
answers to the chapter-ending Questions and Problems, and discussion material
for two categories of boxes—“An Ethical Dilemma?” and “You Make the Deci-
sion.” We’ve also prepared a Test Bank of over 2,500 objective questions, coded
to indicate the type (definition, concept, application) and text location. Instruc-
tors will also find a complete set of PowerPoint® slides for each chapter.

* A Video Program featuring cases of real-world companies, incorporating con-
cepts, strategies, and techniques from every chapter.

*  Our Online Learning Center allows instructors to access the Instructor’s Man-
ual and PowerPoint materials as well as part-ending case commentaries, video
segment notes, and links to professional resources. A link to McGraw-Hill’s
PageOut enables professors to create a course-specific website. For students, the
two appendices—“Marketing Math” and “Careers and Marketing”—can be
found at this website in addition to helpful study tools such as self-assessing
quizzes and flashcards.
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o A Student CD-ROM features an interactive online business case from Smart-
Sims. The case focuses on a hypothetical company, Music2Go. This interactive
simulation provides students with the opportunity and the incentive to develop
strategies and make decisions related to marketing and production in a realistic,

interesting business setting.
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Guided lour

Marketing, 14th edition by Etzel, Walker, and Stanton continues to be a popular
softcover text for introductory marketing courses. This 14th edition has been
thoroughly revised and completely updated. Current marketing issues, including
customer relationship management (CRM), database management, global marketing,
marketing research, supply-chain management, and integrated marketing
communications are all explored in this edition of the text.

The numerous in-text and boxed examples highlight global issues, technology,
ethics, and applied decision making. The chapter-opening and part-ending cases offer
crucial real world applications to key concepts. These features, combined with some
of the finest supplements available in this course area, provide you with everything
you need for a solid introduction to the successful world of marketing in a modern
business environment.

Chapter Opening Cases

Each chapter is introduced with a
contemporary case highlighting
the key concepts, strategies, and

“Apple’s main motivation for launching the

online music service was to stimulate sales of

its ifod.”

tactics covered in the chapter.

Is iTunes Playing Your Song?

Just o8 il revolutionized the consumer marke! for deskiop
computers in Me 1980s, Apple Computer Ino. 8 agan trans-
forming anofter burgeoning business. Apple’s entrant in the
dightal-missic busingss; the iTunes Misic Stare, was inunched
In 2003. In seeking sustaingd sucoess: in the competition
mong onfine music sarvices, Apple facgs several obistacies.
Among them are ilegat file-sharing sarvices, many now legit-
Imitte: competitors. technological chiiffenges. and a raluctant
music indlstry

Like several other Intemet-based enterprises, the music
fije-sharing industry began i & domy roor, Shawt Fanning.
student at Norihwestsm Unversity, created Napster n 1999,
Napster aflowed incividuats to exchange MP3 musk; files over
the Intamet and t doynizad Mem onto telr computens. Music
companies such as BMG and Warner weve distressed by this
new pees-t-pear (PTF) modal for fle sfiring, Belleving that it
infringed upon thalr copyrights; the companies sued 10 put
MNapster out of business. In July 2001, Napster was shut down,
but by then, a number of imitators had sprung ug and were
oftering free PTP music-sharing services. Millions of sanps
ware being downioaded Megally Thare wers tew fegitinate
alternatives hecause e music companes were wary of
licensing their collections for Internet consurmption

Appile’s fTunes Music Store was the first onlife servics to
reach an agreemant with all five of the major music companias
(s well as sevéral indepandents). iTunes cfarges $ 63 for
each song a oustomer downloss

However, becausse It prays $.65 to $.79 per song to the
reoord companies, Apple sams ittle srolit from Munes. Appile’s
matn molivation for launching the onling music setvice was to
atimulate salis of Its IPatt MP3 musie player

Apple’s techinelogy for (Tunes Allows Customens 10 puty
chase 2 song, play It on up 10 three computers, and also opy

of “Bum” 1hat Song oD a0 1P fbut N ather NP2 playen o
mufiiple compact disce An “altim,” a plaglist of 30 s0ngs_cen
he purchased for SU.93, Bath sorige and albums are encrypted
1o prevent them trom baing transfecren onto free peer-10-poer
sites

Tunes’ man compeltrs were Mapster, MusioMaleh,
Realayer, 2nd yes, even Wal-Mart. i atditon i seling bavig-
il s00gs for § 99 each, Napsi and Musichiateh also offer sul-
scriptions that aflow users 1o pay a morihy fee in ondar 1o
“atream,” which means they can listen to as many songs ts they
want on their computer. Rob Glaser, chiot executive officer of
RealNatworks fwhich owns RealPlayer), atated tat only 13% of
ReaiPlayar's customars wem paying $.39 1o download singles,
‘wheres 72% were simply listening i mosic on their computer
Steve Jobs 0f Ajnpke raectod that appraach, saying, “The Sub-
soription services e not working. Peaple want ta own their
e, not rent L
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had 70% of the lagal onilne Sqital mushc usiness. Despie
B0 competites, (Tunes was seling mare than four times &5
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slon of Napster,'

Whist markating considerations will be importart for
Apple as 1 tries 1o make iTunes 3 lo0g-asting success, espe-
cizllly in the face of competitian from MCTmSf 2nd other onfine
UGG BANNcas?

e
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A GLOBAL PERSPECTIVE

Procter & Gamble (P&G) invested 4 years and $10 mil
lion devaloping a water-purifying product suitable for
Third World consumers. The pmducl called Pur,

20 minutes, Many, including P&G's top man-

pany has been unable to make the product commer-
sful. Whv? (':cn-;u rs have to carefully

period in order for the
priced at 10 cents a

How impeortant are the conditions faced by consumers In
determining their behavior?

packet. A villager in the Sri Lanka tsumani

prodiuct
agement. consider it revolutionary. However, the com- son o
prmluul meel 's a chﬁj ¥

YOU MAKE THE DECISION

Thematic Boxes

According to 8 *guesstimata”™ by the World Customs
Organization, fake varsions of branded products ac-
count for §% to 7%, perhaps $500 billion, of global
merchandisa trade. iKnockoffs can be found in virtualty
avery category of goods, such as ink-jet cartridges,
golf clubs, power Yools, computar chips, and motorcy-
cles, Occasionally, fake components are incorporated
into authentic products (such as a phony battery in a
Kyocera cell phane). Perhaps most frightening, the
Waorld Health Organizatior estimates that as much as
10% of medicines are not real, That Is, they are not
made by the company thal Gwns the brand on the
package and, In some cases. do not contain any or all
of the vital ingredients.

Why and how do companies make: phony prod-
ucts? The primary nason is the same motive as for the
rest of commerce, namely profitable mvenues. Protes-
sional, rather than amataur, methods such as the fol-
Jowing are commonly usad 1o make phony products:

* Counterfeiters employ high-tech devices, includ-
ing three-dimension design software, 1o "reverse
engineer” (that is, figure out how to copy) well-
known products.

*  Relying on digital tschnology. the pirating firms can
produce packaging that is aimost a raplica of what
Is used by the authentic brand.

*  The counterfalting companies have figured out
how 1o imitate secirity devices, such as holo-
grams. that are Intanded fo distinguish real from
faka products

The most popular location. for counterfeiters s
China, which accounts for about two-thirds of bogus
goods. The U.S. gavetnment Is very troubled by this
situation. Seeking assistance in efforts to ourb coun-
terfeiting, the: Commerca Secratary demandsd that the
Chinese govesnment police the widespread violations
vigorously, Now that China-based firms are knooking
off popular Chinese brands, enforcemant Is expected
fo increasa.

Should a company try to thwart counterfeit products?

.,‘< \AL
Counterfetters can't be eliminated, but \GENSRES
companies can take the following steps o

battle knockoffs:
* Busipassespead o walct
goods canying one of ther
Producers—particularty

tion abaut piracy.
When knockoffs are getec

In that ven, Lego, the O
ment against a Chingse’

selling an imitation of the §
case nvolving the sidle 4
security softwars, Papa B
3.2 mifion to Symantec Comp.
and selling fake Syrrhmtac ol

sometimes occurs almost by chance. F "
vantative measures and legal battles to redl
of counterfeit products can be very costly. Syma
has its own “director of corporate security and the's

brand protaction task foroe.” Most small companies: §
cannot afford such specialists or the fees incumed in a
costly legal battle that may yield a favorable but hollow
juclgment (.., the countarfaiting firm is cutside U, S, le-
gal junsdiction and 1hus does not make restitution),

AN €THICAL DILEMMA?

In axchange for shelf space in thelr stores, many su-

pemarke! chains require manufacturers 1o pay siote
ting fees (as discussed in the text). Part or all of the
revenues & chain recelves from this policy might be
passed 6n to consumers in the farm of lower prices.
Or the chaln cah retain these revanues to caver adced
labor costs essocigted with shelving new products
and/or to boost profits;

Critics claim that such charges stifie the introduc-
tion of new products; particularty those developed by
small producers lacking the rasources te pay the man:
dated fees. For instance, an entrepraneur who devel-
opad a noveity ica cream product was frozen out of

supermarkets after being unabie 1o gl
ford slolting fees of $7.000 1o

Assume thal you are a st
chain vice president who is,
establishing policies regat
mant. 15 it athical for yo,
fees from manufactur
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Passive observation is becoming a major data-gathering method.
Passive observation, the abiiity to monitor the behavior
of individuals electronically with no interaction, began
mnwo&despmedonwnpmsmtmckadlmm

NEORMATION QNOM

temet usage. As an example of how
thesa data can be used,
firma can detenming for the first tim;

users' onfine activity, It Is now moving into many other
aspects of data collection with and without Ihecoﬂ
sumer's dge. Considar the ] =

» Arbitron and Nislsen Média Research have a de-
vice that clips to & person's belt and monitors spe-
cial signale in mdio and tefevision broadcasts,
permitting more acourate measures of fistenership
and viewership that have been tracked up until
now with paper-and-pencil diaries.

* Fomester Research has a pationwide panel of
10,000 consumers who permil the company to
electronically track their credit card statemants,
checking account statements, phane bills, and Ir-

consumers who visi their we
gquently buy things in their stg
* Mobitrak has installed a
tersactions that are
station passing vehl
occupants’ &

and advartisers
stire of driving a

Saces James MeOoney
Mxatng Mava, Sega 16, 3
1y Mg of Cenite, I
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Intended to inform and stimulate your
critical thinking, these boxed examples
highlight the latest marketing issues and
topics to keep you abreast of current
marketing trends. Found throughout the
text, these boxes emphasize four themes:

A Global Perspective boxes demonstrate
the global nature of marketing to you.
These examples emphasize the
international dimensions of virtually all
industries and career paths.

You Make the Decision boxes present
synopses of actual situations faced by
marketers. You are given the opportunity
to respond to various marketing
challenges. These examples move you
from passive observer to active
participant in the decision-making
process.

An Ethical Dilemma? boxes will raise
your awareness of the nature and
frequency of ethical challenges in the field
of marketing. They have been written to
not only present ethical issues but also to
help you formulate an ethical perspective.

Marketing in the Information Economy
boxes illustrate to you the pervasive
impact technology continues to have on
marketing and emphasizes technology’s
importance as a component of business
progress.



Closing Case
Commentaries

Companies featured in the opening
chapter cases are revisited at the end
of each chapter in the “More About”
feature. By addressing questions posed
at the end of these cases, you can
apply what you’ve learned in the
chapter to challenges you’ll face

in actual marketing situations.

Just as Apple launched TTunes to incr
spur sales
versus Microsoft desktop computer wars of the 1980s.

Similar to earlier times when Apple refused 1o
license its Ma

Ut iTunes

s 2004 drew to a close, The

services were

the competition. Per
haps the most interest-  (PTP) d
ing (and potentially for
midable) newcomer was
the company that set off
the Apple P
operating-system war of
the 1980s—Microsoft

sales of its

slayer, Microsoft mtroduced MSN Music to

| more digital-music ning, also launched a n
2004. After selling the
Fanning decided to try to
l-mus
Snocap, as a

company,

withour paying royalies to the rights-holdir
company or ; :
1o continue to exchange files while paymng for th

privilege of doin

to choose

than one main server, Kazaa

wn Fan

wal digital

mline music service in lare

to the Napster name

d his new

ic model

ringhouse to bring

together music companies and PTP file-sharing net
ks. Up to this point, most FTP nerworks operated

users ta trade copyrighted material

al was ro allow user

tist. Fanui

ts Windows XP operating system and A number of sl sites were still operating and
Windows Media Player as well as a number of other offering free PTP file shari and, in the case af
Microsoft products. The match-up mimicked the Appl, Kazaa, an enormous collection of songs from which

Utilizing a nerwork of computers rather

vas proving to be much

tosh operating platform, it has resisted more difficult to shut down than D Whereas
other companies to develop products or ser 67% of people over the age of 25 were legally down
wark with iPads and iTunes. In contrast, loading music from the Internet in kite 2004, almost

Microsoft is allowing other suppliers to develop 0% of those bers
sed ser

es that use its new Windows Media unlice

ears old were using

dage savs. you get

Part-€nding Cases

These real world cases give you a glimpse
into the world of marketing and offer you
an opportunity to apply what you’ve
learned to solve a problem, develop a plan,
or address a marketing issue.

Cases for Part 1

Google

Searching for Success On the Web

As the Interner began proliferating in the mid-1990s,
researchers and companies alike scrambled  to
develop tools thar would allow Web surfers to navi
gare its massive stores of data in order to find specific
bits of information, But it was two young graduate
students, Larry Page and Sergey Brin, whose efforts
vielded today's most popular Internet search engine
and a highly profitable Intérnet company called
Google, Named after the mathematical term that rep-
ents the number 10 to the hundredth power,
Google is such a dominant presence on the Web, that
it is now being used as a verb, Have you ever
“Googled™ anyone? No? Well then, read on.

o

Moving Out of the Dorm Room
and Into the Boardroom

When they met at Stanford University, Page and Brin
already had the reputation of being technical whiz
kids. (Page once made a computer printer built
entirely our of Legos.) Together, they decided to try 1o
levelop a process for searching the Internet, but
ed our of necessity ro do it by using a network of

ay
inexpensive personal computers instead of large
servers. Short of resources, they borrowed PCs from
around campus, set up the data center in Page’s dorm
room and, in 1997, produced their first iteration of a

cale

scarch engine they dubbed BackRulb,

Ithough  the peaple who saw BackRub were
impressed, Page and Brin were unsuccessful in sell
ing the 8y to other Internet companies
Undeterred, they began looking for investors, and
gladly accepted a check for $100,000 from Andy
Bechtolsheim, a founder of Sun Microsystems. They
eventually raised almose $1 million, and Google,

Inc, was born

The company officially opened in September of
1998, and despite the fact that Google.com was still
being beta rested, it was named one of the *Top
100 Web Sites and Search Engines” by PC Magazine
in 1998, By February 1999, it was handling half a
million searches each day and growing by leaps and
bounds, The company expanded by hiring a number
and settled into spacious office

of new employee
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space, nicknamed the Googleplex, in Mountain View,
California, Later that year, the beta test was eon
cluded, and clients such as America Online began

ngg on to use Google’s search rechnology on their

own sites.

Google became the largest search engine in the
world in 2000, conducting 18 million searches each
day. Thar number exploded ro 100 million searches
eacls day in February 2001, In addition, the Googl
plex acquired the repucation of being a creative, desir-
able place to work and began attracting top talent. lts
open floor plan encouraged communication amol
its employees, and its founders hired a world
renowned chef, organized roller hockey games, and
held meetings each Friday thatincluded the entire
pany. This collsborative environment has spawned a
slew of new innovations and rapid international

o=

expansion that succeeded in attracting additional big
name clients and advertisers. But the key to Google'’s
success bas always been its undetlying rechnology—a
loped by Page and Brin

unique formula originally d
that allows users to conduct swift and aceurate
searches across the World Wide Web i a matter of
seconds.

Setting Its “Sites" on More
Accurate Results

With the inception of the Internet, a profusion of
information became available to those who were
patient enough and skilled enough to sort through it
Brin and Page were determined to help those who
weren't. “The perfect search engine would under-
stand exactly what you mean and give back exactly
what you want,” explained Page. Otheér search
engines already existed, and they worked by scaniing
through the Web, summarizing information by crear-

ing an index, and then matching the original query
with pages that contained the relevant word or
phrase. However, the results were often inaccurate or
too voluminous to be helpful.

Brin and P: solved this by creating an algo-
rithm called PageRank that sorts results according to
their perceived mportance. The algorithm starts by

Goole has alst gotten involved in Wel shopping

by introducing Google €

log Search, a sérvice thag

allows tsers to peruse more than a thousand catalogs
that were not previously available online. It also
unveiled a feature called Froogle, which enables wsers
to compare prices for the same product available at
different e-tailers,

The second most popular search site on the Weby is
Yihoot, and it has actively been upgrading its capabil
itics in order to compete with Google. Yahoo! has been

doing so by introducing featutes that allow users to
customize their searches by blocking certain sites and
highlighting others, and by crearing their own home
pages. “Historically there’s been ‘search the Web, now
we're crearing ‘search my Web,"* explaincd Yahoo!'s

senior vice president, Jeff Weiner
Due to Google's ever-wideninj
isn't the only online company that worries about
competing with the Google machine. eBay is con-
cerned thar Google’s AdWords will lure tisers
away. Froogle is a threat to Amazon, and in response,
Amazon has developed its own search engine called
» has Microsoft, but its MSN Search beta
proved to be less accurate than Google in a tést con
ducted by The Washgton Post. Tn addition, the
many companies that offer e-mail services are keeping

cope, Yahoo!

*Goog

an eye on the performance of GM;
Yahoo!, Amazon and cBay are on a collis
stared Bill Gross, chairman of Idealab,
think tank and venture capital firm. “They're all
stepping into each other’s territory, and it’s going to

1 CouLse,
o Interner

lead to interesting battles,

To siay one step ahead of the competition,
has developed a list of “ren things it has found
to be true.” Each tener is discussed in détail on its
website, but four of them seem to have particularly
influenced its success. The eighth item declares that

“the need for information crosses all borders.™ Early
in its history, Google addressed the fact that it way
indeed a “world wide web™ by allowing users to cor
duct searches in English and ten orher langua;
2001, its search services were available in 40 different
languages, and Google even provided automated
translations. The company was operating in offices in

and Toronito and
It even annpunced

Paris, London, Tokyo, Hambu

supported 88 languages by 200

an office an the moon in early 2004

plans to of
Another corporate truth is Google's contention
u can make money without doing ev

that
1Ot accepting payment
results, by excluding irrel

atdet 10 influcnce search

ant pop-up ads, and by

clearly delineating advertisers as “sponsors,” Google

as been able o maintain its mtegrity without selling

irselt our. Gog has also clearly de: nstrated that
“democracy on the web works.™ lrs P Rank for
mula takes a sophisticated tally 1o determine whar
sites most closely nyatch the querics posed by Google

users, and it does so with a high degr
But the first item on the list of this
learned is to “focus on the user and all else will fol

e's absolure devotion to its user base Iy
resulted in it becoming one of the top five mos
wvisited sites on the Web. In addition, USA Today pub-
lished a survey in December 2004 in which consumers
predicted Google would continue to be a big hit in
2005. In fact ir was number three on the list of pro.
jected “winning” brand names

Are you interested in the other six things thag

Jow.™ Gooy

has learned? Just Google it

Goog)

Questions
1. Describe the three companents of the marketing
concept as they apply to Google. Which s likely
o provide the greatest challenge to Goog

success?

2. Deseribe how eath factor in the external
macroenvironment will mfluence Google’s mar.
keting activities.

3. Do you agree with Google’s strategy of expand
ing its product mix o include services other than
just search capabilities? Why or why not?

W} www,google.com I
N / SR S —

Sirius versus XM

Tuning Into a New Market with Satellite Radio

A new entercamment product was launched, literally, in
2001 when XM Satellite Radio Holdings Ing. propelled
its two satellites, nicknamed Rock and Roll, into auter
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, the

spice. Shortly thereafe
ing premmum radio services to subscribers willing
$120 per year, plus the cost of the necessary hardware.

w company |

o pay
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