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PREFACE 1

The texts in this initial series of books were selected to directly correspond to each of the required

courses in China’ s MBA programs. The books were selected for reprinting by faculty members
at the Ivey Business School, The University of Western Ontario, Canada.

The Richard Ivey School of Business is a professional School within The University of Western
Ontario (UWO), one of Canada’ s oldest universities. Although Ivey is based in London, On-

tario, it also has campuses in Mississauga (Toronto), Ontario and most recently, in Hong Kong.

Historically the School has been a leader in management development. A partial list of achieve-

ments follows.

In 1922, the first undergraduate business department in Canada was established.

In 1932, the school began to publish its own journal. Known as Ivey Business Quarterly,

it reaches out to both academic and management audiences and enjoys a circulation of
10 000 in 25 countries.

In 1948, Canada’ s first executive development program and first MBA program were es-
tablished.

In 1961, Canada’ s first Ph. D. program in business was introduced.

In 1974, official designation was received by the Federal Government as Canada’ s first
Centre for International Business Studies (CIBS).

In 1975, Ivey opened its own case and publications office. This office now holds an in-
ventory of 2 000 cases. In 1998, Ivey cases were being distributed to over 100 teaching
institutions and 100 corporations in over 20 countries. Ivey is the second largest producer
of management case studies in the world (and the largest producer of Asian cases), with
over 1 000 000 copies studied each year by people outside the university.

In 1978, commencement of its first international student exchange program took place.

Over twenty such exchange programs are now in place.

In 1984, the School took a leading role in establishing the National Centre for Manage-
ment Research and Development in London with support from the Canadian Federal Gov-

ernment.

1984 also marked the beginning of a continuing linkage with Tsinghua University, one



which has involved visiting scholars, materials development and publication, and various
training initiatives.

In 1992, Ivey was selected to be the editorial home for the 1993-1997 period for the
Journal of International Business Studies, the leading international business journal.

In 1993, Canadian Business magazine’ s survey rated Ivey as the top MBA School in
Canada, according to all groups: CEOs, human resources executives, and placement con-
sultants. This ranking has been re — confirmed every year. In 1994, Asia, Inc. rated
Ivey among the World’ s Top 25 Business Schools for Asians.

In 1997, the Journal of International Management named Ivey the world’ s leading
contributor in the previous decade to the international strategic management literature, a-
head of Harvard & Kellogg. Business Week magazine ranked Ivey as one of the top inter-
national business schools in the world, alongside INSEAD and LBS; and US News and
World Report selected Ivey as one of the top 15 business school in the world for executive

development programs.

As of 1998, the School had 65 full — time faculty who annually taught 600 regular and executive
MBA, 300 undergraduate, and 40 Ph. D. students, plus executives in a wide range of non — de-

gree programs.

The faculty members who selected each book for reprinting all have Ph. D. s from major busi-
ness schools such as Harvard, Wharton, Michigan, M. I. T., and Ivey. Each professor care-
fully reviewed the various books available to ensure the best possible choices of material for the
China market. We are confident you will be pleased with their selection.

Richard Ivey School of Business
The University of Western Ontario
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Basic Marketing
satisfies customers’
needs

Building on

pioneering strengths

Continuous
innovation and
improvement

Preface

Every organization needs to think about its markets and how effectively it
meets its customers’ or clients’ needs. Organizations that don’t satisfy their
customers sooner or later disappear—and usually it's sooner rather than later.
Conversely, organizations that find new and better ways to meet needs prosper
and grow. Trust us on this: It’s better to prosper than to fail and disappear.

So, there’s hardly any issue that’s more important than figuring out how w
satisfy customers—whether old nnes an organization has served in the past or new
ones it hopes to attract. At its essence, that's what marketing and marketing
strategy planning is all about. And, yes, it's also what this book is all about.

Further, we believe in practicing what we preach. So, you can bank on the
fact that this new 12th edition of Basic Marketing and all of the other teaching
and learning materials that accompany it will satisfy your needs. We're excited
about this edition, and we hope that you will be as well.

In creating this edition we've made hundreds of big and small additions,
changes, and improvements. We'll highlight some of those changes in this
preface, but first it's useful to put this newest edition in a longer-term perspective.

Basic Marketing pioneered an innovative structure—using the “four Ps” with
a managerial approach—for the introductory marketing course. It quickly became
one of the most widely used business textbooks ever published because it
organized marketing ideas so that readers could both understand and apply them.
[t didn't settle for endless lists or disjointed description.

It has been 37 years since publication of the first edition of Basic Marketing.
During that time there have been constant changes in marketing management.
Some of the changes have been dramatic, and others have been subtle.
Throughout all of these changes, Basic Marketing and the supporting materials
that accompany it have been more widely used than any other teaching materials
for introductory marketing. [t is gratifying that the “four Ps” has proved to be an
organizing structure that has worked well for millions of students and teachers.

Of course, this position of leadership is not the result of a single strength—or
one long-lasting innovation. Rather, the text’s four Ps framework, managerial
orientation, and strategy planning focus have proved to be foundation pillars that
are remarkably robust and powerful in supporting and encompassing new devel-
opments in the field.

Thus, with each new edition of Basic Marketing, we have continued to
introduce innovations—and to better meet the needs of students and faculty. Our
objective is to provide a flexible, high-quality text and choices from comprehen-
sive and reliable support materials—so that instructors and students can accom-
plish their learning objectives. For example, included with the other innovations
for this new edition are:

¢ Completely integrated coverage of the role of marketing in building
relationships.

Xl



X Preface

And a symbolic
change too

We believe in
continuous quality
improvement

Critically revised,
updated, and

rewritten

* A new chapter on marketing’s link with other functional areas.

¢ Integrative video cases.

* Multimedia electronic slides and related lecture materials.

¢ CD-ROM technology to support multimedia teaching and learning.

¢ Powerful new versions of our Hypertext reference disk and
computer-aided problems software.

Another change in this edition is that we've shifted the order of the authors’
names on the cover of the book. Many people who knew we planned to do that
have asked why, so we'll mention it here in case other old friends and users of the
text are also curious. When McCarthy wrote the first edition of Basic Marketing,
he did it alone and when he was still in his early 20s. He was responsible for seven
editions of the book before Perreault, at age 32, joined the project. Our long-term
plan has always been for the “newcomer” to take over the bulk of the work of
actually incorporating new innovations to the text and supplements—after we
worked together very closely for a number of editions to maximize the impact of
our joint efforts. As this transition has evolved, the senior partner has taken on
more of a “Chairman of the Board” role—providing valuable ideas, advice,
criticisms, and encouragement. Thus, the change in the masthead of the book is
simply symboiic of the shift in our cument contributions to the ongoing
improvements in the book and package.

We formed our partnership with a shared commitment to ongoing improve-
ments, and we're both proud that we were implementing continuous quality
improvements in preparing Basic Marketing long before the idea became popular
in the world of business. Useful teaching innovations are ones that meet students'
and instructors’ needs well—and you can be confident that’s what this innovative
edition will accomplish. We work to be creative in our coverage and
approaches—because creativity is at the heart of the marketing spirit. That's also
why our fist priority has always been—and always will be—producing quality
materials that work for students and teachers as they should.

As with many other product categories, too many books come out that don’t
do that. 1t’s said that the cost of poor quality is lost customers—and that's why poor
quality texts routinely disappear from print. Yet, the real cost of poor quality texts
is more insidious. Students only take the first marketing course once. If their only
exposure is to a poor quality text, the cost is their lost learning—or worse. We see
that as a totally unacceptable cost, and it's why we see it as a personal responsibility
to build quality into every aspect of the text and accompanying package.

Our belief that attention to continuous quality improvement in every aspect
of the text and support materials does make a difference is consistently reaffirmed by
the enthusiastic response of students and teachers alike to each new edition.

We believe that the 12th edition of Basic Marketing is the highest-quality
teaching and learning resource ever published for the introductory marketing
course. The whole text and all of the supporting materials have been critically
revised, updated, and rewritten. As in past editions, clear and interesting
communication has been a priority. Basic Marketing is designed to make it easy,
interesting, and fast for students to grasp the key concepts of marketing. Careful
explanations provide a crisp focus on the important “basics” of marketing strategy
planning. At the same time, we have thoroughly:



Clear focus on
changes in today’s

dynamic markets

Prefuce XHI

® Researched and incorporated new concepts.
* integrated hundreds of new examples that bring the concepts alive.
® [llustrated marketing ideas in a wide variety of contexts.

We have deliberately used marketing examples from a host of different
contexts. Examples span profit and nonprofit organizations, large and small firms,
domestic and international settings, purchases by organizations as well as by final
consumers, and services and ideas or “causes” as well as physical goods, estab-
lished products, and new technologies—because this variety reinforces the point
that effective marketing is critical to all organizations.

The 12th edition focuses special attention on changes taking place in today's
dynamic markets. Throughout every chapter of the text we have integrated discussion
and examples of:

¢ Relationship building in marketing.

¢ The importance of customer satisfaction and retention.
¢ International perspectives.

* Ethical issues.

Similarly, we've also integrated new material on such important and fast-
evolving topics as:

® Integrated marketing communications, including direct-response
promotion.
e The expanding role of information technologies in all areas of marketing.

¢ Return on quality and quality management (with special emphasis on
service quality).

¢ The increasing channel power of large retail chains.

¢ Competitor analysis.

* Marketing control, including marketing cost analysis, to name but a
sampling.

Throughout the 12th edition we've continued our thrust begun in the 11th
edirion of focusing more attention on the importance of competitive advantage in
strategy planning. You'll learn about the changing relationships among marketing
partners—ranging from coordination of logistics and promotion efforts among
firms to the new relationships between firms and their ad agencies and marketing
research suppliers. You'll see how intense competition—both in the United States
and around the world—is affecting marketing strategy planning. You'll see why
rapid tesponse in new-product development is so critical.

Some other marketing texts are attempting to describe such changes. But
that's not adequate. What sets Basic Marketing apart is that the explanations
and examples not only highlight the changes that are taking place today but
also equip students to see why these changes are taking place—and what
changes to expect in the future. That is an important distinction—because
marketing is dynamic. Our objective is to equip students to analyze marketing
situations and develop workable marketing strategies—not just recite an endless
set of lists.



Xiv Preface

A fresh design—to
make important
concepts even
clearer

22 chapters—with
an emphasis on
marketing strategy
planning

Along with the new content, we've given the text a fresh design. The
changes range from the new cover to hundreds of new photographs, ads, and
illustrations. We've added new artwork and revised or updated proven pieces from
past editions.

The aim of all this revising, refining, editing, and illustrating is to arrive at an
overall redesign that makes important concepts and points even clearer to
students. We want to make sure that each student really does get a good feel for
a market-directed system and how he or she can help it—and some company—
run better. We believe marketing is important and interesting—and we want
every student who reads Basic Marketing to share our enthusiasm.

The emphasis of Basic Marketing is on marketing strategy planning. Twenty-
two chapters introduce the important concepts in marketing management and
help the student see marketing through the eyes of the marketing manager. The
organization of the chapters and topics is carefully planned. But we took special
care in writing so that:

* [t is possible to rearrange and use the chapters in many different
sequences—to fit different needs.

* All of the topics and chapters fit together into a clear, overall framework
for marketing strategy planning.

The first two chapters deal with the nature of marketing—focusing both on
its macro role in a global society and its micro role in businesses and other
organizations. The first chapter stresses that the effectiveness of our macro-
marketing system depends on the decisions of many producers and consumers.
That sets the stage for the second chapter—and the rest of the book—which focus
on how business people and, in particular, marketing managers devetop marketing
strategies to satisfy specific target markets.

Chapter 3 introduces a strategic planning view of how managers can find new
market opportunities. The emphasis is on identifying target markets with market
segmentation and positioning approaches. This strategic view alerts students to
the importance of evaluating opportunities in the external environments affecting
marketing—and these are discussed in Chapter 4. Chapter 5 is a contemporary
view of getting information—from marketing information systems and marketing
research—for marketing management planning. This chapter sets the stage for
discussions in later chapters about how research and information systems can
improve each area of marketing strategy planning.

The next three chapters take a closer look at customers—so students will
better understand how to segment markets and satisfy target market needs.
Chapter 6 introduces the demographic dimensions of the global consumer market,
and the next two chapters study the behavioral features of the consumer market
and how business and organizational customers—Iike manufacturers, channel
members, and government purchasers—are similar to and different from final
consumers.

The next group of chapters—Chapters 9 to 18 —is concerned with develop-
ing a marketing mix out of the four Ps: Product, Place (involving channels of
distribution, logistics, and distribution customer service), Promotion, and Price.
These chapters are concerned with developing the “right” Product and making it
available at the “right” Place with the “right” Promotion and the “right”
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Price—to satisfy target customers and still meet the objectives of the business.
These chapters are presented in an integrated, analytical way, so students’
thinking about planning marketing strategies develops logically.

Chapters 9 and 10 focus on product planning for goods and services as well as
new-product development and the different strategy decisions that are required at
different stages of the product life cycle.

Chapters 11 through 13 focus on Place. Chapter 11 introduces channels of
distribution, with special emphasis on the need for channel members to cooperare
and coordinate to better meet the needs of customers. Chapter 12 focuses on the
fast-changing arena of logistics and the strides that firms are making to reduce the
costs of storing and transporting products while improving the distribution service
they provide customers. Chapter 13 provides a clear picture of retailers, whole-
salers, and their strategy planning. This new compoasite chapter helps students see
why the big changes taking place in retailing are reshaping the channel systems
for many consumer products.

Chapters 14 to 16 deal with Promotion. These chapters have been signifi-
cantly reworked to build on the concept of integrated marketing communications,
including direct-response promotion, which is introduced in Chapter 14. Then,
Chapter 15 deals with the role of personal selling in the promotion blend, and
Chapter 16 covers advertising and sales promotion.

Chapters 17 and 18 deal with Price. Chapter 17 focuses on pricing objectives
and policies, including consideration of pricing in the channel and the use of
discounts, allowances, and other variations from a list price. Chapter 18 covers
cost-oriented and demand-oriented pricing approaches. lIts careful coverage of
marketing costs helps equip students to deal with the cost-conscious firms they
will join.

Chapter 19 reinforces the integrative nature of marketing management and
offers a specific framework for creating innovative marketing plans and programs.
Chapter 20 offers completely updated coverage of marketing implementation and
control and provides perspective on how new approaches are reshaping these
areas now that more control-related information is available faster. The chapter
also details how total quality management approaches can improve implementa-
tion, including implementation of better customer service.

Chapter 21 is a totally new chapter dealing with the link between marketing
and other functional areas. The marketing concept says that people in an
organization should work together to satisfy customers at a profit. No other text
has a chapter that explains how to accomplish the “working together” part of that
idea. Yet, it's increasingly important in the business world today, and that's what
this important new chapter is designed to explore.

The final chapter considers how efficient the marketing process is. Here we
evaluate the effectiveness of both micro- and macro-marketing—and consider the
competitive, ethical, and social challenges facing marketing managers now and in
the future. After this chapter, the student might want to look at Appendix
C—which is about career opportunities in marketing.

Some textbooks treat “special” topics—like relationship marketing, interna-
tional marketing, services marketing, marketing for nonptofit organizations,
marketing ethics, and business-to-business marketing—in separate chapters. We
have deliberately avoided doing that because we are convinced that treating such
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topics separately leads to an unfortunate compartmentalization of ideas. We think
they are too important to be isolated in that way. Instead, they are interwoven and

- illustrated throughout the text to emphasize that marketing thinking is crucial in

all aspects of our society and economy. Instructor examination copies of the new
edition are packaged with a grid that shows, in detail, how and where specific
topics are integrated throughout the text.

Really understanding marketing and how to plan marketing strategies can
build self-confidence~—and it can help prepare a student to take an active part in
the business world. To move students in this direction, we deliberately include a
variety of frameworks, models, classification systems, and “how-to-do-it” tech-
niques that should speed the development of “marketing sense”—and enable the
student to analyze marketing sitvations in a conhdent and meaningful way. Taken
seriously, they are practical and they work. In addition, because they are
interesting and understandable, they equip students to see marketing as the
challenging and rewarding area 1t is.

So students will see what is coming in each Basic Marketing chapter,
behavioral objectives are included on the first page of each chapter. And to speed
student understanding, important new terms are shown in red and defined
immediately. Further, a glossary of these terms is presented at the end of the book.
Within chapters, major section headings and second-level headings (placed in the

-margin for clarity) immediately show how the material is organized and summarize

key points in the text. Further, we have placed annotated photos and ads near the
concepts they illustrate to provide a visual reminder of the ideas—and to show
vividly how they apply in the business world. All of these aids help the student
understand important concepts—and speed review before exams. End-of-chapter
questions and problems offer additional opportunities. They can be used to
encourage students to investigate the marketing process and develop their own
ways of thinking about it. They can also be used for independent study or as a
basis for written assignments or class discussion.

Understanding of the text material can be deepened by analysis and
discussion of specific cases. Basic Marketing features several different types of cases.
Each chapter starts with an in-depth case study developed specifically to highlight
that chapter’s teaching objecrives. In addition, each chapter features a special case
report in a highlighted box. Each case illustrates how a particular company has
developed its marketing strategy—with emphasis on topics covered in that
chapter. All of these cases provide an excellent basis for critical evaluation and
discussion. -

In addition, there are several suggested cases at the end of each chapter. The
focus of these cases is on problem solving. They encourage students to apply-—and
really get involved with—the concepts developed in the text. Each chapter also
features a computer-aided problem. These case-hased exercises stimulate a
problem-solving approach to marketing strategy planning-—and give students
hands-on experience that shows how logical analysis of alternative strategies can
lead to improved decision making. For the convenience of students and faculty
alike, the cases for computer-aided problems are now incorporated in the book
itself. Further, the award-winning software we developed specifically for use with



