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Preface

Overview: Levi Strauss j

Until the 1990s, American visitors to the Soviet Union and Eastern Europe could be almost
certain that they would be approached by young people asking whether they had any extra
pairs of Levi’s jeans they were willing to sell. Such was the strength of Levi’s as a worldwide
brand. Since the 1990s, however, something has changed. Levi’s made up 31 percent of the
jeans sold in the U.S. market in 1990, a market share that had shrunk to 16.9 percent by
1998 and to 12.1 percent by 2002. Today’s young people do not want to be seen in the same
jeans that their parents wore. Levi’s advertising campaigns now receive one star out of four
in Advertising Age. What happened in so short a time? How could a world-renowned brand
from a world-renowned company have stumbled so badly? In order to recover, in 2002
Levi’s decided to supply Wal-Mart, the largest company in the United States, with a low-
end brand, called Signature, and created two new brands—the high-end Red and more clas-
sic Type 1 and Blue. Although the Signature line accounted for 70 percent of Levi’s sales in
2005, total sales declined from 2004. Can this multiple-brand strategy revive the value of
Levi’s products and lead the company back to the status it had prior to the 1990s?

Marketing Management: A Strategic Perspective

To understand fully what happened to Levi’s and to give prospective marketing
managers guidelines for how to be effective in their jobs, we need a marketing manage-
ment textbook that goes beyond an explanation of basic concepts—it must present a
strategic, integrative perspective. After teaching a core marketing management course for
more than 25 years, | wrote Marketing Management because I came to understand how
important the strategic perspective is and I observed that no textbook provided it.
Readers of this book will find a strategic framework set up in Chapter 2, which is used
throughout the rest of the text. Using strategy as a framework for the entire course is the
chief distinguishing feature of this book.

The strategic framework in this third edition of Marketing Management promotes
understanding of the second distinguishing feature of this text: its emphasis on the rapid
changes thrust upon marketing managers by information technology in general, and the
Internet in particular. Today every marketing textbook includes numerous references to
the Internet, and despite the crash in Internet company stocks in 2001, it remains the
most fundamental change in marketing in the last decade. The Internet is a place where
products and services are sold, it is a communications and information medium, it facil-
itates customer service, and it provides other benefits and opportunities to marketing
managers and customers. The fundamental nature of this new, information-intensive
technology is interactivity, the ability of customers to be active participants in the
exchange between consumers and companies (for more than money for goods). This
book also discusses at length the many ways that companies’ investments in information
technology have changed the marketing manager’s job, in areas such as information
gathering, communications, pricing, and product development.

While looking at the transformations that information technology has brought, this
third edition of Marketing Management also integrates the issues involved with market-
ing technology-based goods and services. What led me to include material on this topic
was not only the 14 years I spent near Silicon Valley teaching at the University of
California at Berkeley. In discussions with business students at a variety of schools,
I have found that many are interested in careers in computer software, biotechnology,
semiconductors, and other technology-based industries. While the basics of marketing
are the same across all industries, there are some features of high-technology markets (for
example, short product life cycles) that make being a marketing manager for high-tech
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companies a somewhat different experience than being a brand manager for, say, Procter
& Gamble’s Crest toothpaste.

I have also included illustrations of global contexts by weaving foreign examples
throughout the text to convey to the reader that thinking about global markets is a natural
part of the job for many marketing managers. In many companies, developing a global
marketing strategy is no longer a separate activity from developing a U.S. strategy, since
an important task is to develop a unified, global brand image.

Another unique feature of the book is the chapter on customer relationship manage-
ment (Chapter 14). No other marketing management book covers this topical and vitally
important area of marketing in this depth. Few aspects have received as much attention
in recent years as the question of how to maintain and enhance long-term relationships
with customers. Considerable research has shown that it is less expensive and more prof-
itable to retain customers than it is to try to get customers to switch from competitors.
A good example of this recent emphasis on customer retention is the proliferation of loy-
alty programs. I discuss these programs in Chapter 14 and also provide several examples.
It is also covered in Chapter 13 in the context of direct marketing.

- Changes from the Second Edition

In developing this third edition, I have been careful to retain the best-liked aspects of the
previous two editions—the easy-to-follow writing style, the integration of information
technology into the appropriate topics, and the coverage of new and important areas of
marketing, such as customer relationship management. But I have also listened to
adopters, students, and reviewers in working to make this third edition an even more
effective teaching and learning tool. Major changes include:

1. An entirely revamped look and feel. Marketing is a visual discipline, so along with
updated text, advertisements, photos, and graphics, the book has a decidedly
twenty-first century appearance.

2. As would be expected, many of the illustrations have also been updated.

3. The order of Chapters 9—-13 has been changed. Readers felt that pricing and communi-
cations are the two most important part of the marketing mix. As a result, these two
chapters (in that order) follow immediately after Chapter 8, New Product Development.
This, of course, caused a change in the ordering of the Sales Promotion, Channels of
Distribution, and Direct Channels of Distribution chapters.

4. The marketing strategy framework in Chapter 2 has been slightly changed. Instead of
the selection of product features being part of the strategy, I have placed this material
in Chapter 7 on Product Decisions.

5. Responding to new pressures being placed on marketing managers and CMQO’s (Chief
Marketing Officers), I have included material on Return on Investment or ROI of
marketing expenditures.

-Organization of the Book

This book is divided into three parts, the contents of which follow this sequence: (1) intro-
duction to the philosophy of marketing, the marketing manager’s job, and the complete
marketing strategy that forms the backbone of the book, (2) analyses that marketing
managers must perform to develop a strategy, and (3) marketing-mix decision making.
The key benefit of this sequence is that it shows very clearly that strategic decisions
must be made before tactical decisions. The marketing strategy chapter appears early in
the book (Chapter 2) because I do not believe that a discussion about pricing, for example,
can take place before students are given a sense of how price must fit into the product’s
positioning and value proposition or be suitable for the particular market segment being
pursued. In other words, marketing managers cannot make pricing decisions without
clear direction from the strategy. This is an important feature of the book and distin-
guishes it clearly from comparable texts. In addition, Chapters 3 through 13 repeat the
figure (Figure 2.1) describing the overall strategic structure with indications of “where we



are” in the development of a complete marketing strategy. This approach continually rein-
forces the strategic perspective.

Part 1: Marketing Philosophy and Strategy. These two chapters provide a general
overview of marketing and the “behind-the-scenes” work that marketing managers do in
framing the specific decisions that are ultimately made, such as what price to charge. In
addition, the elements of a complete marketing strategy are described. This is a unique
aspect of the book since, as noted previously, I cover this material earlier in the discus-
sion than other textbooks.

Chapter 1, “Marketing and the Job of the Marketing Manager,” covers the basics of
marketing: what it is, why it is important, the importance of a customer/competitor
orientation, and the controversy over being led by the customer versus leading the
customer. In addition, this chapter covers topics such as marketing organizations, the
marketing plan, and how technology is changing marketing management and the mar-
keting manager’s job. Key benefit: This chapter gives students an understanding of the
importance of being customer-oriented as well as an understanding of the organiza-
tional environment within which marketing decisions are made.

Chapter 2, “A Strategic Marketing Framework,” introduces a basic strategic framework
that ties together the rest of the book. Topics include the development of a complete
marketing strategy, differentiation, product positioning, developing a value proposition,
the product life cycle, and product line management. I have put much of the traditional
material on one of the “four Ps”—product—in this chapter to show that my emphasis in
the book is on how product decisions must fit within an overall strategic framework. Key
benefit: This chapter provides readers with the backbone of the book, a practical guide to
the development of marketing strategy that is a key takeaway from reading this chapter.

Part 2: Analysis for Marketing Decisions. Behind the development of every marketing
strategy is a set of analyses that form the basis for decision making. Chapters 3 through 6
are used to show the reader what kind of information is necessary to develop a marketing
strategy and how to organize this information.

Chapter 3, “Marketing Research,” shows how market research is fundamental to the
development of a marketing strategy. This chapter covers primary and secondary data
collection, electronic sources of information, forecasting, and methods of estimating
market potential. Key benefit: This chapter introduces students both to the general point
that research is critical to the marketing management function and to some specific
pointers about how to conduct a marketing research study.

Chapter 4, “Analyzing Consumer Behavior,” covers the basics of understanding
how and why consumers (individuals) make purchasing decisions. I discuss market
segmentation and special attention is given to secondary sources of information that
are useful for developing segmentation strategies. Key benefit: An understanding of
consumer behavior is crucial to the development of a marketing strategy.

Chapter 5, “Organizational Buying Behavior,” highlights the differences between con-
sumer and organizational (business-to-business) buying behavior. Key benefit: This
chapter provides the background for developing marketing strategies targeting business
customers.

Chapter 6, “Market Structure and Competitor Analysis,” covers competitor definition
(against whom are you competing?), competitor analysis, and where information about
competitors can be obtained. I also introduce a game-theoretic approach to competitive
strategy. Key benefit: Students will obtain a “hands on” approach and concrete methods
for determining competitors and analyzing their strengths and weaknesses. The simple
game-theoretic illustrations are generally not included in other texts.

Part 3: Marketing Decision-Making. These chapters cover the actual decisions market-
ing managers have to make. This is the section instructors would consider to be the four
Ps, although, as noted earlier, some aspects of “product” are integrated into the strategy
discussion in Chapter 2. In addition, I consider decisions related to customer relationship
management to be an integral part of the marketing “mix” today.

Chapter 7, “Product Decisions,” covers major decisions related to the product. These
include developing and maintaining brand equity, product positioning, product line
management, and some issues in packaging and product design. In addition, I place
these topics in both technology and global contexts. Key benefit: Students will gain
knowledge about two key strategic parts of the marketing manager’s job, branding and
product positioning.

Preface
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Chapter 8, “New Product Development and Marketing,” discusses various
approaches to new product development, for example, the classical linear process
versus the “rugby,” interfunctional approach versus target costing. New product fore-
casting and issues such as how to decrease time to market receive special attention.
The chapter logically follows Chapter 7 to show that new product policy should be
integrated with an overall product strategy. Key benefit: New products are the lifeline of
any business; students will better appreciate the complexities of developing and intro-
ducing new products.

Chapter 9, “Pricing,” focuses on how to measure customer value and how to use it to
make pricing decisions. I also cover specific pricing issues such as EDLP (everyday low
pricing) and private label competition. Key benefit: Students should understand that
pricing decisions can be made systematically versus the ad hoc approaches that are
commonly used in practice.

Chapter 10, “Communications and Advertising Strategy,” covers the basic commu-
nications model and the importance of integrating all communications activities to
deliver a uniform message and image to customers. In addition, I emphasize how man-
aging communications and making communications decisions have changed due to the
Internet and the Web. After reviewing the elements of the communications mix, the
chapter covers advertising decision making, including new approaches to advertising
on the Internet. Key benefit: Students will have a better understanding of integrated
marketing communications (IMC) and advertising’s role in the communications mix.

Chapter 11, “Sales Promotion,” covers the essentials of sales promotion (different
types, objectives, trade versus retailer promotions) as well as budgeting and Internet
applications. Key benefit: Students will better appreciate how sales promotion comple-
ments other elements of the communications mix.

Chapter 12, “Channels of Distribution,” covers channel structure and management
with an emphasis on managing indirect channels, that is, independent channel members.
In addition, I discuss using the Internet as a channel, multilevel marketing, and current
issues in supermarket retailing. Key benefit: Students will better appreciate the wide vari-
ety of channel options that exist today as well as some of the management problems
involved with channels.

Chapter 13, “Direct Channels of Distribution : Personal Selling and Direct Marketing,”
introduces personal selling as a mixture of communications and distribution. I position
personal selling as a channel—that is, a way for customers to gain access to the company’s
products and services. I discuss the basics of sales management, with an emphasis on the
impact of information technology on the salesperson’s job. Key benefit: Readers will gain
an understanding how personal selling fits into the marketing mix.

Chapter 14, “Customer Relationship Management,” is a unique part of the book in that
other marketing management texts do not cover it extensively. I introduce a conceptual
approach to developing CRM programs that can be used to establish such programs in
organizations. This chapter covers various topics in customer retention including loyalty
programs, mass customization, and information technology used to create customer data-
bases. Key benefit: The reader will understand how to develop a CRM program for his or
her company and the various issues involved with implementation.

Chapter 15, “Strategies for Service Markets,” discusses what makes services market-
ing different from marketing manufactured goods. Topics covered include the service
quality model, strategic and tactical issues, and the impact of technology on service
markets with special attention paid to financial services. Key benefit: Given that about
80 percent of the U.S. economy is service-based, students must understand how
marketing services is different from marketing physical goods.

Flexibility In and Out of the Classroom

The book you hold in your hand is shorter than the standard marketing management
text, yet it covers all of the critical concepts. This provides flexibility for the instructor to
either use the text as a stand-alone resource or to supplement it with cases and perhaps
a reader with articles from business publications. In other words, instructors can cus-
tomize course resources to fit their needs. It is also attractive to the student who finds
overly long texts difficult to read and comprehend.



Key Pedagogical Features

A variety of pedagogical features appear throughout this text to enhance the learning
experience.

Chapter Briefs

Each chapter in this text begins with a roadmap of the chapter, titled “Chapter Brief.”
This feature outlines what material will be covered and provides the reader with an
overview of the content of the chapter.

Chapter-Opening Case

A chapter-opening case and accompanying visual provides the reader with an interest-
ing, contemporary, real-world company situation. It also offers a context where the
reader can apply the chapter’s material to the marketing decision-making process. To
accomplish this, the reader is referred back to the chapter-opening case several times in
each chapter.

Examples of Real Companies and Real Strategies

In all of the chapters, I use examples from real companies liberally. Some of these
examples highlight how an actual company has applied a specific marketing strategy
or program.

Executive Summaries
At the end of each chapter, the “Executive Summary” recaps the chapter’s main points.

End-of-Chapter Questions

Following the “Executive Summary,” a series of chapter questions permits students to
review and apply the material they have learned in the chapter. Alternatively, the ques-
tions can be used by the instructor as the basis for class assignments.

New Video Segments

Make your classroom “newsworthy.” Using today’s popular news-magazine format,
students are taken on location and behind closed doors. Each news story profiles a well-
known company leading the way in its industry. Highlighting 18 companies, including
American Express, the NFL, Eaton, and Wild Planet, the issue-focused footage includes
interviews with top executives, objective reporting by real news anchors, industry
research analysts, and marketing and advertising experts. A video guide, including syn-
opses and discussion questions, is available. The video library is offered on DVD and
instructors can choose to have it shrink-wrapped with this text for their students.

Faculty Resources

INSTRUCTOR’S RESOURCE CENTER:

Register. Redeem. Login.

www.prenhall.com/irc is where instructors can access a variety of print, media, and pre-
sentation resources available with this text in downloadable, digital format. For most
texts, resources are also available for course management platforms such as Blackboard,
WebCT, and Course Compass.

It gets better. Once you register, you will not have additional forms to fill out, or multi-
ple usernames and passwords to remember to access new titles and/or editions. As a reg-
istered faculty member, you can login directly to download resource files, and receive
immediate access and instructions for installing Course Management content to your
campus Server.

Need help? Our dedicated Technical Support team is ready to assist instructors with
questions about the media supplements that accompany this text. Visit: http://247.
prenhall.com/ for answers to frequently asked questions and toll-free user support phone
numbers. The following supplements are available to adopting instructors.
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For detailed descriptions of all of the supplements listed below, please visit:
www.prenhall.com/irc

Instructor’s Resource Center (IRC) on CD-ROM — ISBN: 0-13-196340-6

Printed Instructor’s Manual — ISBN: 0-13-196338-4

Printed Test Item File — ISBN: 0-13-196339-2

TestGen test generating software — Visit the IRC (both online and on CD-Rom)

PowerPoints — Visit the IRC (both online and on CD-Rom)

NEW! Videos on DVD -ISBN: 0-13-196335-X

- CourseComplete—CaseBooks and CoursePacks to Supplement This Book

Prentice Hall Custom Business Resources can provide you and your students with all of
the texts, cases and articles needed to enhance and maximize the learning in your unique
marketing course. Prentice Hall has access to thousands of readings, articles, and cases
specific to marketing. We've partnered with today’s leading case institutions such as
Harvard Business School Publishing and coursepack providers like Xanadu so we can
bring you the MOST choices with the EASIEST access and ordering process.

Easy As 123

You can create your unique CoursePack in minutes using our online database at
www.prenhall.com/custombusiness, or simply tell our dedicated specialist what you’d
like over the phone and we’ll handle the rest.

Value-Priced Packages

Let us package your custom CoursePack or CaseBook with this textbook and your
students. Ask your local Prentice Hall rep or visit and bookmark the Prentice Hall
Custom Business Resources Web site at www.prenhall.com/custombusiness for
onestop shopping.

- The Marketing Plan Handbook and Marketing Plan Pro, Second Edition

&

Marketing
PlanPro

Marketing Plan Pro is a highly rated commercial software package, which guides students
through the entire marketing plan process. The software is totally interactive and features
ten samples of marketing plans, step-by-step guides, and customizable charts. Customize
your marketing plans to fit your marketing needs by following easy-to-use plan wizards.
The Marketing Plan: A Handbook, second edition by Marian Burk Wood, supplements the
in-text marketing plan material with an in-depth guide to what student marketers really
need to know. The software and handbook are available as value-pack items with this text.
Contact your local Prentice Hall representative for more information.

lnterpretive Simulations

We've partnered for you.

Texts from Prentice Hall. Simulations from Interpretive.
Value for your students.

NEW! When you adopt a Prentice Hall textbook packaged with an Interpretive simula-
tion, each new textbook purchased will contain a discount coupon (ISBN: 0131875787)
that can be used for a one time discount when purchasing a simulation online from
Interpretive.

To ensure your students receive textbooks that contain discount coupons, make sure
your bookstore orders the appropriate value-package ISBN. Your local Prentice Hall
representative will be happy to assist.



Interpretive simulations at-a-glance:

interpretivesimulations

MARKETING SIMULATIONS

PharmaSim

StratSimMarketing CountryManager AutoSim
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Discover a better way to learn: Active Learning through businessssimulations

MarketShare

NewShoes

Marketing ~ Marketing International Product Marketing Marketing
Management Strategy Marketing Management Principles Principles
Simulation  Simulation  Simulation  Simulation  Simulation  Simulation
* Marketing * Marketing strategy * International * Product or * Marketing * Marketing

management * Marketing marketing marketing principles principles
* Brand management * Cowrses with interna- * Introductory level  « Introduction to

management tional perspectives.  * Consumer behavior  marketing courses  marketing for non-

(applied approach) business majors

Take the roll of a Use a market-eriented A U.S. manufacturer of Immerse students inthe  Develop a sound under-  fntroduce the 4P's at o
brand manoger inthe  strategy t navigate the  consumer products is de-  challenges of marketing standing of the 4 P'sof pasic level.
over-the-counter cold  fast-paced automobile termined to expand into  in the small-car segment  marketing,
medicin industry. industry. Latin American markets.  of the U.5. auto industry. MarkerShere s based on fkwshocs covers b:u::wh;d
PuarmaStv drives home | TEAMS TARGET consumer  CountryManager explores  Vie for market share against  the leading marketing mﬁ“:i;:ol“ of f
the Four P's of marketing.  segments and BaB the modes of market Japanese and American management simulation i ptg\')du(r ok
This simulation covers opportunities based on entry, segmentation and automakers. Take charge Pharmasim, but simplified ::; P’ a \wnghp
segmentation and ‘market attractiveness and targeting, and the Four s of quarterly advertising to be applicable for use S, “;Z Iy :nd deci-
positi g core ies. Students  in an international context.  and promotional decisions, B a marketing principles :i:“.in 9 ‘onl:; s o
afa portfolioof brands,  have the opportunity to Establish an international  product forecasts, class. Srudents develap a c":: m:m N < sk g
integrated marketing urilize advanced marketing  presence in Argentina, and production runs. basic level understanding wi:zs Sl (' G
communications, and research techniques suchas  Brazil, Chile, Mexico, Segment the marker of market segmentation, i: 3 "8‘2’""2 bés
multiple channelswith  conjoint analysis, perceprual  Peru, and Venezuela. using demographic and multiple channels, ik nf::ﬂ“ e
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PharmaSim

Predominantly used in: Marketing Management, Brand Management, and Marketing

Strategy.

Take the role of a Brand Manager in the over-the-counter cold medicine market.

Let Interpretive®
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Simulation package
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This leading marketing management online simulation drives home the Four P’s of
Marketing: Pricing, Promotion, Product and Place (distribution), while introducing
students to the concepts of brand equity and marketing planning for multiple product
lines. In PharmaSim, students take the role of a Brand Manager in the over-the-counter
pharmaceutical industry and manage ‘Allround,” the leading multi-symptom cold medi-
cine. Over the course of up to 10 simulated periods, students may reformulate their brand,
introduce a line extension, and launch a new product. PharmaSim is modeled from a
brand management perspective, but the issues raised apply to marketers in any industry.

StratSimMarketing

Predominantly used in: Marketing strategy, marketing management and other advanced
marketing courses.

Use a market-oriented strategy to navigate the fast-paced automobile industry.
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This competitive marketing strategy simulation allows teams to target consumer seg-
ments and B2B opportunities based on market attractiveness and core competencies.
Students have the opportunity to utilize advanced marketing research techniques such
as conjoint analysis, perceptual mapping, and concept testing to enhance their under-
standing of the environment and consumers.

StratSimMarketing also highlights the importance of integrated decision-making by
demonstrating the impact of marketing decisions on other functional areas of the busi-
ness such as operations and finance.
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