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PREFACE

B Gains in marketing knowledge without
application are missed learning
opportunities.

— Dr. Roger J. Best

Based on positive feedback from students, professors, and those working in the field of
marketing, I was encouraged to continue to build on this philosophy with this fifth edition
of Market-Based Management. The strength of the book retains its focus on performance
orientation and the processes and tools for building marketing strategies that deliver
superior levels of customer satisfaction, value, and profitability. The differentiating fea-
ture of this book is its focus on marketing performance and marketing profitability and
the role marketing strategies play in building the profits of a business. The best way to
accomplish this is with market-driven strategies that attract, satisfy, and retain target cus-
tomers with a value that is superior to competing products or services.

The fifth edition builds on this theme in several ways. A special effort was made to
include more coverage of ways to understand the Total Customer Experience, Customer
Loyalty, Customer Value, Marketing Profitability, Marketing Performance Metrics, Market
Share Management, Branding and Product Line Strategies and, perhaps even more impor-
tant, the addition of Marketing Performance Tools at the end of each chapter. These online
Marketing Performance Tools have been enhanced and expanded to allow users of Market-
Based Management the opportunity to apply their marketing knowledge and develop fur-
ther marketing insights with the use of these tools. The fifth edition Web site will allow
users to save their data as well as compare before/after changes in data on the same screen.
For instructors, Marketing Performance Tools can be used to create additional assignments.

Market-based management is intuitively easy but deceptively difficult. The reason
marketing students and marketing professionals like this book is because it is readable and
it presents the tools and processes needed to actually build a market-driven strategy. The
concepts, by themselves, are important and are the backbone of market-based manage-
ment, However, they are of limited value if they cannot be applied in a way that delivers
superior customer value and profitability. Those in marketing need to take a greater level
of responsibility for managing profits and the external performance metrics of a business.
This is an important benefit of this book. It is my hope that this book will help you in your
understanding of, commitment to, and practice of market-based management.

Roger J. Best
Emeritus Professor of Marketing
University of Oregon
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MODIFICATIONS, ADDITIONS, AND IMPROVEMENTS

Part I: Market Orientation And Marketing
Performance

Chapter 1: Customer Focus and Managing Customer Loyalty
(new title)

m Figure 1-9 (new)—presents how to estimate customer retention.

m Net Promoter Score—This section and Figure 1-3 are new and explain how to measure
customer promotion—customer recommendation of products to others. .

® Managing Customer Loyalty (Figure 1-15) is revised and a much simpler method of
managing customer loyalty and profitability.

m Marketing Performance Tools (revised online interactive tools)—(1) Customer
Satisfaction, (2) Customer Retention, (3) Customer Lifetime Value, and (4) Managing
Customer Loyalty.

Chapter 2: Marketing Performance and Marketing Profitability

m Figure 2-1 (new) provides overview of the need for marketing performance metrics
and marketing profitability.

® Figure 2-13 (new) Marketing Profitability Portfolio illustrates how to present products
in portfolio with Marketing ROS and Marketing ROI as axes.

m Figure 2-20 (new) presents an overview of how market-based management contributes
to marketing performance and marketing profitability and indirectly to the overall
financial performance of a business and company.

m Marketing Performance Tools (new online interactive. tools)—(1) Product
Focused Marketing Profitability, (2) Customer Focused Marketing Profitability,
(3) Marketing Profitability Metrics, and (4) Benchmarking Marketing Profitability
Metrics.

Part II: Market Analysis

Chapter 3: Market Potential, Market Demand, and Market
Share

m Figures 3-1 and 3-2 are new and help illustrate how product-markets grow and evolve
in terms of products and market structure.

m Estimating Market Potential is explained with several examples and the steps outlined
in Figure 3-5. A

m Managing Growth Potential and Figure 3-20 are revised to better explain and illustrate
this important concept.

m Marketing Performance Tools (new online interactive tools)—(1) Market
Potential vs. Market Demand Index, (2) Forecasting Sales. (3) Managing Market
Share, and (4) Product Lifecycle Profits.
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Chapter 4: The Customer Experience and Value Creation
(new title)

R A stronger emphasis is placed on the “Total Customer Experience” as a path to under-
standing opportunities for Value Creation.

B Reverse Innovation -Invent to Order (Figure 4-7), Managing Customer Touch Points,
and Mass Collaboration (Figure 4-8) are new topics added to this chapter. Mass collab-
oration is especially important addition build around the use of the internet in building
collaborative relationships with pro-sumers, professionals, suppliers, and employees in
creating higher value-added customer solutions.

B Marketing Performance Tools (new online interactive tools)}—(1) Economic Value
Analysis, (2) Customer Value Analysis, and (3) Transaction Value Analysis.

Chapter 5: Market Segmentation and Segmentation Strategies
(new title)

W The first part of this chapter has need revised to strengthen the importance of *“Needs-
Based Segmentation.”

& Conjoint measurement (Figure 5-4 and 5-5) are used early in the chapter to illustrate
how customers trade-off price with different performance attributes and levels of per-
formance for each attribute. This trade-off based on needs and price is at the heart of
needs-based segmentation.

® Marketing Performance Tools (new online interactive tools)—(1) Needs-Based
Segmentation—Feature Preference, (2) Needs-Based Segmentation—Price/Feature
Trade-Off, (3) Segment Profitability, and (4) Segment Acid Test.

Chapter 6: Competitor Analysis and Sources of Advantage

m Chapter opens with three major sources of competitive advantage (cost, differentiation
and marketing) and explains how each relates to customer value and profitability.

m Figures 6-5 was added to help readers estimate the cost position of a product or business.

® Figures 6-8, 6-9, 6-10, and 6-11 are all new and go into greater depth in demonstrating
product, service, brand, and market share sources of advantage and their impact on profits.

® Marketing Performance Tools (new online interactive tools) include—(1) Cost
Advantage, (2) Differentiation Advantage, (3) Marketing Advantage, and (4) Industry
Analysis.

Part lIl: Marketing Mix Strategies

Chapter 7: Product Position, Branding, and Product Line
Strategies

m Factors that make strong brands more profitable (Figure 7-1) and presentation of five
assets even strong brand has.
® Seven brand name strategies has been revised and simplified.
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® Marketing Performance Tools (new online interactive tools) include—(1) Estimating
Brand Equity, (2) Profit Impact of Product Line Substitute, and (3) Profit Impact of
Product Line Changes.

Chapter 8: Value Pricing and Pricing Strategies (new title)

B Stronger chapter emphasis on value pricing and how it differs from cost-based pricing
(Figures 8-1 and 8-2).

® Value Price strategies are explicitly demonstrated in Figures 8-4 to 8-9 with respect to
trade-offs between price, value, and profits.

® New section on Price-Margin Management (new Figures 8-10 and 8-11). Pocket
price and pocket price bandwidth are new concepts introduced in this revised
chapter.

B Profit impact of Price-Volume strategies is revised as presented in Figures 8-19, 20,
and 21.

& Marketing Performance Tools (new online interactive tools) include— 1) Value In-
Use Pricing, (2) Perceived Value Pricing, (3) Performance-Based Pricing, (4) Price-
Volume Profit Pricing, and (5) Product Line Pricing.

Chapter 9: Marketing Channels and Channel Mapping
(new title)

B The process of channel mapping (new) is introduced (Figure 9-1) and its application
demonstrated with channel map pocket price (Figure 9-2) and channel map profitability
(Figure 9-3).

B Special section on e-marketing channels is created and demonstrated in Figures 9-6
to 9-8.

B Marketing Performance Tools (new online interactive tools) include—(1) Channel
Mapping and Pocket Price, (2) Marketing Channel Profits, and (3) Alternative
Channel Profitability.

Chapter 10: Marketing Communications and Customer
Response

B Figure 10-2 illustrates a new approach to selecting a communications strategy
based on communications objective and customer response (new). Pure brand
communications, brand interaction and pure promotion communications are
explained and demonstrated with advertisements in Figures 10-1, 10-3, 10-4, 10-5,
and 10-6.

B Figure 17 (new) was added to help better understand how to estimate the profit impact
of communications effort and the advertising elasticity needed to achieve an incre-
mental profit.

® Marketing Performance Tools (new online interactive tools) include—(1) Marketing
Communications and Customer Response, (2) Estimating Advertising Elasticity, and
(3) Estimating Advertising Carryover Sales Effects.
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Part IV: Strategic Marketing

Chapter 11: Portfolio Analysis and Strategic Market Planning
(new title)

B A stronger emphasis is placed on portfolio analysis as a basis for strategic market
planning (Figure 11-1).

m Product life cycle and competitive position are used as starting point in building a port-
folio of products or markets. Figures 11-3, 11-6, and 11-7 are new. This portfolio analy-
sis is then extended into a more complex model represented by the GE/McKinsey
model. ’

® Marketing Performance Tools (new online interactive tools) include—(1) Product
Lifecycle Portfolio, (2) Market Development—Share Development Portfolio, and
(3) GE/McKinsey Portfolio Analysis.

Chapter 12: Offensive Strategies

® Opens with example of Starbuck’s various offensive strategies and how they con-
tributed to Starbuck’s sales growth from 2004 to 2006. Figure 12-1 is new.

® Marketing Performance Tools (new online interactive tools) include—Offensive
Strategies (1) Core Strategy I—Growing in Existing Markets, (2) Core Strategy II—
Improving Margins, and (3) Core Strategy III—Diversified Growth.

Chapter 13: Defensive Strategies

w Figure 13-1 and 13-2 (new) start the chapter with an example of how defensive strate-
gies applied across a product line could increases profits by more than five-fold with
modest reductions in market share and sales with modest price increases but signifi-
cant gains in margins.

® Marketing Performance Tools (new online interactive tools) include—Defengsive
Strategies (1) Core Strategy I—Protect Position, (2) Core Strategy II—Optimize
Position, and (3) Monetize Position.

Part V: Marketing Plans And Performance
Chapter 14: Building a Marketing Plan

® MBM (book) marketing plan sales and marketing profitability is compared to actual
Stericycle sales and marketing profits for every three years from 1995 to 2006 along
with an estimate of sales and marketing profits for 2008 (new Figure 14-1).

m The process of building a marketing plan is clearly partitioned into three phases—
Situation Analysis, Marketing Strategy and Performance Plan. This is illustrated with
new figures also (Figure 14-3 and 14-4).

m The sample plan is brought into the chapter with the sample plan pages presented for
each of the three distinct parts of the marketing plan.
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m The Stericycle Sample Plan is revised and all pages of the sample (figures) are new.

m Marketing Performance Tools (new online interactive tools) include—(1) Small
Quantity Customer Segment, (2) Large Quantity Generator Segment, and (3) Market
Share Strategies.

Chapter 15: Performance Metrics and Strategy Implementation

m The Marketing Performance Scorecard (new) is introduced and demonstrated in
Figure 15-1 (new).

m Figure 15-2 (new) summarizes all of the Marketing Performance Metrics presented
throughout the book and each is referenced to the chapter each was presented and
explained.

m Marketing Performance Tools (new online interactive tools) include—(1) Variance
Analysis—Market Demand and Market Share, (2) Variance Analysis—Revenue and
Cost per Customer, and (3) Variance Analysis—Marketing Expenses.

Chapter 16: Market-Based Management and Financial
Performance

m Marketing ROS and Marketing ROI are added to overall financial performance (new)
as demonstrated in Figures 16-1 and 16-10 (all new).

m Marketing investment and marketing profitability is extended to show how it impacts
profits and earnings per share. Net marketing contribution per share is a new concept
introduced in this chapter and demonstrated in Figures 16-2, 16-7, and 16-12 (all new
figures)

m Stericycle financial performance is revised and linked to the Stericycle Marketing Plan
(see new Figures 16-9, 16-10, and 16-11)

s Marketing Performance Tools (new online interactive tools) include—(1) Market
Demand and Market Share, (2) Percent Margin and Marketing Expenses, and (3) Asset
Management and Invested Capital.

INSTRUCTIONAL SUPPORT

Various teaching supplements are available to accompany this textbook. They consist of
the following:

m Instructor’s Manual

@ Test Item File and TestGen software
m PowerPoint Set

m Web site with student resources

You may access all these materials at www.prenhall.com/best.
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