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e The Developing Your Marketing Plan feature allows students to explore each chapter topic in
relation to developing and implementing a marketing plan.

¢ Each chapter has an end-of-chapter video case to help students understand the application
of chapter concepts. Some examples of companies highlighted in the cases are Ford,
Apple Pay, Sephora, Alibaba, and Scripps Networks.

s Appendices discuss marketing career opportunities, explore financial analysis in marketing,
and present a sample marketing plan. All of these appendices appear online on the instructor
and student companion sites and in MindTap,

* A comprehensive glossary defines more than 600 important marketing terms.

We have organized the six parts of Foundarions of Marketing to give students a theoretical
and practical understanding of marketing decision making,

Part 1 Strategic Marketing and Its Environment

In Chapter 1, we define marketing and explore several key concepts: customers
and target markets, the marketing mix, relationship marketing, the marketing con-
cept, and value-driven marketing. In Chapter 2, we look at an overview of strategic
marketing topics, such as the strategic planning process; corporate, business-unit,
and marketing strategies; the implementation of marketing strategies; performance
evaluation of marketing strategies; and the components of the marketing plan. We
examine competitive, economic, political, legal and regulatory, technological, and
sociocultural forces as well as soctal responsibility and ethical issues in marketing
decisions that can have profound effects on marketing strategies in Chapter 3.

Part 2 Marketing Research and Target Markets
In Chapter 4, we provide a foundation for analyzing buyers with a look at mar-
keting information systems and the basic steps in the marketing research process.
We look at elements that affect buying decisions to better analyze customers’
needs and evaluate how specific marketing strategies can satisfy those needs. In
Chapter 5, we deal with how to select and analyze target markets—one of the
major steps in marketing strategy development.

Part 3 Customer Behavior and E-Marketing
We examine consumer buying decision processes and factors that influence buy-
ing decisions in Chapter 6. In Chapter 7, we explore business markets, business
customers, the buying center, and the business buying decision process. Chapter
8 focuses on the actions, involvement, and strategies of marketers that serve inter-
national customers. In Chapter 9, we discuss digital marketing, social media, and
social networking,

Part4 Product and Price Decisions

In Chapter 10, we introduce basic concepts and relationships that must be under-
stood to make effective product decisions as well as branding, packaging, and label-
ing. We analyze a variety of dimensions regarding product management in Chapter
11, including line extensions and product modification, new-product development,
preduct deletions, and the nature, importance, and characteristics of services. In
Chapter 12, we initially discuss price and non-price competition, Then we analyze
the eight stages of the process marketers use to establish prices. We explore a variety
of pricing topics such as demand, elasticity, marginal analysis, break-even analysis,
the basis for pricing, and pricing strategies.

Part 5 Distribution Decisions
In Chapter 13, we look at supply-chain management, marketing channels, and the
decisions and activities associated with the physical distribution of products, such

Preface
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as order processing, materials handling, warehousing, inventory management, and
transportation. Chapter 14 explores retailing and wholesaling, including types of
retailers and wholesalers, direct marketing and selling, and strategic retailing issues.

Part 6 Promotion Decisions
‘We discuss integrated marketing communications in Chapter 15. The communica-
tion process and major promoticnal methods that can be included in promotion mixes
are described. In Chapter 16, we an  rze the major steps in developing an advertis-
ing campaign. We also define public relations and how it can be used, Chapter 17
deals with personal selling and the role it can play in a firm’s promotional efforts.
We also explore the gener characteristics of sales promotion and describe sales-
promotion techniques.

For instructors, this edition of Foundations of Marketing incll s an exceptionally compre-
hensive package of teaching materials.

The Instructor’s Manual has been revamped to meet the needs of an engaging classroom
environment. It has been updated with diverse and dynamic discussion starters, classroom
activities, and group exercises. It includes such tools as:

* Quick Reference Guide to see the available key terms, overview of the learning objectives,
and major topics in each chapter

¢ What's New in Each Chapter?

* Purpose Statement

¢ Integrated Lecture Outline

¢ Discussion Starter recommendations that encourage active exploration of the in-text
examples

¢ Class Exercises, Semester Project Activities, and Chapter Quizzes

* Suggested Answers to end-of-chapter exercises, cases, and strategic cases

The test bank provides more than 3,000 test items including true/false, multiple-choice, and
essay questions. Each objective test item is accompanied by the correct answer, appropriate
Learning Objective, level of difficulty, Bloom’s level of thinking, Interdisciplinary  arn-
ing Outcomes, and Marketing Disciplinary Learning Qutcomes. Cengage Learnin. sting
Powered by Cognero is a flexible, online system that allows you to:

* Author, edit, and manage test bank content from multiple Cengage Learning solutions
¢ Create multiple test versions in an instant
+ Deliver tests from your LMS, your classrooin, or wherever you want

The American Marketing Association has recently started offering marketing graduates the
opportunity of adding the AMA PCM?® credentials to their undergraduate or MBA degree,
which can serve as a symbol of professional excelience that affirins mastery of marketing
knowledge and commitment to quality in the practice of marketing, Certification, which is



Preface

voluntary, requires passing a rigorous and comprehensive exam and then maintaining your
certification through continuing education. Earning your AMA PCM?® certification demon-
strates to employers, peers, and clients that you:

* Have mastered essential marketing knowledge and practices
s Go the extra mile to stay current in the marketing field
» Follow the highest professional standards

The AMA recommends Pride and Ferrell Foundations of Marketing as a suggested resource
for AMA PCM® students to utilize as they prepare for taking the AMA PCM® Certification
exam, and the text was used as a source to design the course and as a source for suitable
examination questions. Now, more than ever, you need to stand out in the marketplace.
AMA’s Professional Certified Marketer (PCM®) program is the perfect way to showcase
your expertise and set yourself apart.

To learn more about the American Marketing Association and the AMA PCM® exam, visit
https://www.ama.org/events-training/Certification/Pages/digital-marketing-certification.aspx.

PowerPoint continues to be a very popular teaching device, and a special effort has been
made to upgrade the PowerPoint program to enhance classroom teaching. Premium lecture
slides, containing such content as advertisements, Web links, and unique graphs and data,
have been created to provide instructors with up-to-date, unique content to increase student
application and interest.

MindTap is a personalized teaching experience with relevant assignments that guide students to
analyze, apply, and improve thinking, allowing them to measure skills and outcomes with ease.

« Personalized Teaching: Becomes yours with a learning path that is built with key student
objectives. Control what students see and when they see it. Use it as-is or match to your
syllabus exactly—hide, rearrange, add, and create your own content.

*» Guide Students: A unique learning path of relevant readings, multimedia, and activities
that move students up the learning taxonomy from basic knowledge and comprehension to
analysis and application.

* Promote Better Outcomes: Empower instructors and motivate students with analytics and
reports that provide a snapshot of class progress, time in course, and engagement and
completion rates.

Xix
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Preface

This series contains videos specifically tied to the
video cases found at the end of the book. The videos
include information about exciting companies, such
as New Belgium Brewing, Sephora, Huy Fong, and
Warby Parker.

The authors also maintain a website at http://prideferrell.net to provide video resources that
can be used as supplements and class exercises. The videos have been developed as market-
ing labs with worksheets for students to use on observing the videos. Some of the videos are
accessible througt  nks, and there is also information on where some of the videos can be
obtained.

New to MindTap in this edition, the marketing plan has been expanded into six parts that
walk students through the steps of building a marketing plan as they finish relevant content
in the book. These flexible, modular assignments allow you to assign a complete marketing
plan in stages—or pick only specific sections to assign. Featuring fill-in-the-blank response
fields for quick review of student-provided information and corresponding templates for
students to complete and upload, these assignments present a flexible, course-integrated way
to give students experience thinking through and building out a marketing plan.

The MindTap has been updated with key features to help address your students’ needs and
engage them in the material. It is the digital learning st tion that powers students from
memorization to mastery by challenging students to apply what they have learned instead of
just recalling the information with activities such as You Make the Decision and Group Proj-
ect and Role Play video activities. It gives you complete control of your course—to provide
engaging content, to challenge every individu  and to build their confidence.

Other MindTap activities include:

e Self-Assessments
¢ Concept Checks
Adaptive Test Prep
e Flashcards

¢ PowerPoint slides
* And more!



Preface

As authors, our major focus has been on teaching and preparing learning materials for
introductory marketing students. We have traveled extensively to work with students and to
understand the needs of professors of introductory marketing courses. We both teach intro-
ductory marketing courses on a regular basis and test the materials included in this book,
test bank, and other ancillary materials to make sure they are effective in the classroom. Bill
Pride has recently developed an online principles of marketing course nsing our book at
Texas A&M University.

Through the years, professors and students have sent us many helpful suggestions
for improving the text and ancillary components. We invite your comments, questions,
and criticisms. We want to do our best to provide materials that enhance the teaching and
learning of marketing concepts and strategies. Your suggestions will be sincerely appreci-
ated. Please write us, or e-mail us at w-pride@tamu.edu or ocf0003 @auburn.edu, or
call 979-845-5857 (Bill Pride).
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cultural forces, surrounds the customer and affects the marketing mix (see Figure 1.1). The
effects of these forces on buyers and sellers can be dramatic and difficult to predict. Their
impact on value can be extensive, as market changes can easily impact how stakeholders
perceive certain products. They can create threats to marketers but also generate opportuni-
ties for new preducts and new methods of reaching customers. For example, popular brands
such as Fiat Chrysler, Kellogg's, and Choice Hotels as well as others have found their ads
on fake news sites. This resulted from computers placing the ads on a website based on user
clicks. While technology facilitates online advertising, it is sometimes uncontrollable, '

The forces of the marketing environment affect a marketer’s ability to facilitate value-
driven marketing exchanges in three general ways. First, they influence customers by
affecting their lifestyles, standards of living, and preferences and needs for products.
Because a marketing manager tries to develop and adjust the marketing mix to satisfy
customers, effects of environment:  ‘orces on customers also have an indirect impact on
marketing-mix components. Second, marketing environment forces help to determine
whether and how a marketing manager can perform certain marketing activities. Third,
environment forces may affect a marketing manager’s decistons and actions by influencing
buyers’ reactions to the firm’s marketing mix.

Marketing environment forces can fluctuate quickly and dramatically, which is one
reason why marketing is so interesting and challenging. Because these forces are closely
interrelated, changes in one may cause changes in others. For example, evidence linking
children’s consumption of soft drinks and fast foods to health issues has exposed marketers
of such preducts to negative publicity and generated calls for legislation regulating = sale
of soft drinks in public schools. Some companies have responded to these concerns by vol-
untarily reformulating products to make them healthier or by introducing new products. With
the popularity of spicy foods, restaurants, including McDonald’s, Taco Bell, Subway, Chick-
fil-A, Wendy’s, Burger King, and Applebee’s, as we  as others, have introduced Sriracha hot
sauce items to their menu.

Changes in the marketing environment produce uncertainty for marketers and at times
hurt marketing efforts, but they also create opportunities. For example, when oil prices
increase, consumers shift to potential alternative sources of transportation including bikes,
buses, light rail, trains, ride sharing, eiectric and hybrid vehicles, or telecommuting when
possible. Marketers who are alert to changes in environmental forces not only can adjust
to and influence these changes but can also capitalize on the opportunities such changes
provide. Marketing-mix variables-—product, price, distribution, and promotion—are factors
over which an organization has control; the forces of the environment, however, are subject
to far less control. Even though marketers know that they cannot predict changes in the
marketing environment with certainty, they must neveitheless plan for them. Because these
environmental forces have such a profound effect on marketing activities, we explore each of
them in considerable depth in Chapter 3.

Firms frequently fail to attract customers with what they have to offer because they define
their business as “making a product” rather than as “helping potential customers satisfy
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suceess, historically not all firms were successful in implementing this concept. The dev
opment of marketing has been divided into three time periods, including production, sales,
and market orientation. Although this is an over-simplification, these frameworks help to
understand marketing over time.

During the second half of the 19th century, the Industrial Revolution was in full swing in the
United States. Electricity, rail transportation, division of labor, assembly lines, and mass pro-
duction made it possible to produce goods more efficiently. With new technology and new
ways of using labor, preducts poured into the marketplace, where demand for manufactured
goods was strong. Although mass markets were evolving, firms were developing the ability
to produce more products, and competition was becoming more intense.

While sales have always been a prerequisite to making profits, during the first half of the
20th century competition increased, and businesses realized that they would have to focus
more on selling products to many buyers. Businesses viewed sales as the major means of
increasing profits, and this period came to have a sales orientation. Businesspeo : believed
that the most important marketing activities were personal selling, advertising, and distribu-
tion. Today, some businesses incorrectly equate marketing with a sales orientation, and are
still guided by this approach,

Although marketing history reveals that some firins have always produced products that
consumers  sired, by the )50s, both businesses and academics developed new phi-
losophies and terminology to explain why this approach is necessary for organizational
success. This perspective emphasized that marketers first need to determine what custom-
ers want and then produce those products, rather than making the products first and then
trying to persuade custoiners that they need them. As more organizations realized the
importance of satisfying customers’ needs, U.S. businesses entered the marketing era and

adopted a market orientation.

Biug DOTUIE LOTTee. INOT Tour lypical Daly Grind

John Freeman’s Blue Bottle Coffee Company,

sadguartered in Oakland, California, coffee is
..... _ than a commodity. Blue Bottle embraces the
third-wave movement, a movement that makes pre-
mium coffee into an exquisite experience of purity,
flavor, and artisanship, similar to wine and cigars. To
show that this experience is worth paying for, Blue
Bottle has adopted a different marketing style than
that of traditicnal coffee shops or even Starbucks.

For example, the stores of Blue Bottle empha-

size the coffee experience above all else. Beverages
only come in one size. With the exception of its

Palo Alto location, stores do not have Wi-Fi 50 as to
prevent distraction. Beans for each order are freshly
ground and brewed from scratch right in front of
the customer. The price: between $4.00 and $7.00
per cup.

While this may seem expensive for the aver-
age coffee lover, Blue Bottle shows that its niche
target market is those who experience the quality
and experience of coffee. Apparently, this market
is growing—Blue Bottle has 33 locations worldwide
with ongoing expansion plans in the works.:
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A ‘equires the “organizationwide generation of market intel-
ligenve poianng w vunent and future customer needs, dissemination of the intelligence
across departments, and organizationwide responsiveness to it.”? Market orientation is
linked to new-product innovation by developing a strategic focus to explore and develop
new products to serve target markets.* For example, with an increasing “green attitude”
in this country, consumers like environmentally responsible products offered at fair prices,
To meet this demand, Method laundry detergent is eight times more concentrated and can
clean 50 loads of laundry from a container the size of a small soft-drink bottle. Top man-
agement, marketing managers, nonmarketing managers (those in production, finance, hu-
man resources), and customers are all important in developing and carrying out a market
orientation. Trust, openness, honoring promises, respect, collaboration, and recognizing
the market as the raison d’etre are six values required by organizations striving to become
more market oriented.”

A market orientation should recognize the need to create specific types of value-creating
capabilities that enhance organizational performance.®® For example, a bank needs to use
its resources to maximize the desired level of customer service. Also, unless marketing
managers provide continuous, customer-focused leadership with minimal interdepartmen-
tal conflict, achieving a market orientation will be difficult. Nonmarketing managers must
communicate with marketing managers to share information important to understanding the
customer. Finally, a market orientation involves being responsive to ever-changing customer
needs and wants. Keurig Green Mountain has released successful products such as coffee
blends, brewing systems, and Keurig cups because it understands what consumers want,
Trying to assess what customers want, which is difficult to begin with, is further complicated
by the speed with which fashions and tastes can change. Today, businesses want to satisfy
customers and build meaningful, long-term, buyer—seller relationships. Doing so helps a firm
boost its financial value.

1-5b

To implement the marketing concept, a market-oriented organization must accept some gen-
eral conditions, and recognize and deal with several problems. Consequently, the marketing
concept has yet (o be fully accepted by all businesses.

Management must first establish an information system to discover customers’ real
needs, and then use the information to create satisfying products. Firms such as Apple
Inc., Harley Davidson, and Amazon have excelled in listening to consnmers and provid-
ing satisfying products, Listening and responding to consumers’ frustrations and recom-
mendations is key to implementing the marketing concept.?” An information systern is
usually expensive; management mnst commit money and time for its development and
maintenance. Without an adequate information system, however, an organization cannot
be market oriented.

To satisfy customers’ objectives as well as its own, a company must coordinate ali
of its activities. This may require restructuring its internal operations, including produc-
tion, marketing, and other business functions. This requires the firm to adapt to a chang-
ing external environment, including changing customer expectations. Companies who
moniter the external environment can often predict major changes and adapt success-
fully. General Mills is focused on removing artificial colors and flavors from its cereals
and providing organic food products to adapt to changing consumer demand. With con-
sumer preference rapidly evolving, General Mills is changing to satisfy a growing target
market.?® [f marketing is not included in the organization’s top-level management, the
company could fail to address actnal customer needs and desires. Implementing the mar-
keting concept demands the support not only of top management but also of managers
and staff at all levels of ihe organization. At General Mills, CEQ Ken Powell provides
leadership for a marketing strategy to address a changing market focused on organic and
healthful ingredients in foods.

15
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1ation about custom-
o e e A MG AL ILS LGL WL Y LIV anu sustaw ussitaole vustomer relationships.
Achteving the full profit potential of each customer relationship should be the fundamental
zoal of every marketing strategy. Marketing relationships with customers are the lifeblood
of all businesses. At the most basic level rofits can be obtained through relationships in the
following ways: (1} by acquiring new customters, (2) by enhancing the profitability of exist-
ing customers, and (3) by extending the duration of customer relationships. In addition to
retaining customers, companies also should focus on regaining and managing relationships
with customers who have abandoned the firm.* Implementing the marketing concept means
optimizing the exchange relationship, otherwise known as the relationship between a com-
pany’s financial investment in customer relationships and the return generated by customer
loyalty and retention. Firms use e-mail, blogs, phone calls, and consumer loyalty programs
as well as social media to build relationships. It costs many fimes more to acquire a new
customer, and a small increase in retention can significantly boost profits.

Matntaining nosifive relationghips with customers is an important goal for marketers. The
tern fers to “long-term, mutually beneficial arrangements in which
both wic vuyer anu seuer wuus on value enhancement through the creation of more satisfying
exchanges.”” Relationship marketing continually deepens the buyer’s trust in the conipany.

As the customer’s confidence grows, this, in turn, increases the firm’s understanding of the
customer’s needs. Buyers and marketers can thus enter into a close relationship in which both
participate in the creation of value.?® Successful marketers respond to customer needs and strive
to increase value to buyers over time. Eventually, this interaction becomes a solid relation-

ship that allows for cooperation and mutual dependency. Southwest Airlines has implemented
relationship marketing with the view that customers are its most important stakeh  ler. The
company’s mission statement is “‘dedication to the highest quality Customer Service delivered
with a sense of warmth, friendliness, individual pride, and Company Spirit.”*

Relationship marketing strives to build satisfying exchange relationships between buyers
and sellers by gathering useful data at all customer contact points and analyzing that data
to better understand customers’ needs, desires, and habits. It focuses on building and using
databases and leveraging technologies to identify strategies and methods that will maximize
the lifetime value of each desirable customer to the company. It is imperative that market-
ers educate themselves about their customers’ expectations if they are to satisfy their needs;
customer dissatisfaction will only lead to defection.™

To build these long-term customer relationships, marketers are increasingly turning to
marketing research and information technology, Organizations try to retain and increase
long-term profitabitity through customer loyalty, which results from increasing customer
value. The airline industry is a key player in CRM eflorts with its frequent-flyer programs.
Frequent-flyer programs enable airlines to track individual information about customers,
using databases that can help airlines understand what different customers want and treat
customers differently depending on their flying habits.* For example, Southwest Airlines’
consumer loyalty program offers an opportunity for companions to fly free for frequent
flyers. These customer reward programs have become popular in other industries as well,
including coffee shops, fast-food restaurants, and movie theaters.

Through the use of Internet-based marketing strategies (e-marketing), companies can
personalize customer relationships on a nearly one-on-one basis. The advertising for a wide
range of products such as computers, jeans, golf clubs, cosmetics, and greeting cards can be
taflored for specific customers. Customer refationship management provides a strategic bridge
between information technology and marketing strategies aimed at long-term relationships.
This involves finding and retaiuing customers by using information to improve customer
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value and satisfaction. Al the same time, ensuring customer satisfaction is not a one-way
street. Customers contribute to the relationship by their purchase behaviors and their use of
resources (o maximize customer satisfaction, For example, customers can research and spend
experience or examine the product before purchasing it.** Ride sharing companies such as
Lyft offer $50 to $100 in credits as a promotion to get consumers fo experience their service.

Our definition of marketing and discussion of marketing activities reveal some obvious rea-
sons why the study of marketing is relevant in today’s world. In this section, we look at how
marketing affects us as individuals and its role in our increasingly global society.

Many marketing activities are necessary to provide satisfying goods and services. Obviously,
these activities cost money. About one-half of a buyer’s dollar goes toward marketing costs.
It you spend $25 on a new Blu-ray disc, 50 to 60 percent goes toward marketing expenses,
including promotion and distribution, as well as profit margins. The production (pressing)

of the disc represents about $1.00, or 4 percent of its price. A family with a monthly income
of $6,000 that allocates $1,200 to taxes and savings spends about $4,800 for goods and ser-
vices. On average, $2,400 goes toward marketing activities. If marketing expenses consume
that much of your dollar, you should know how this money is being used.

1-7b

Although the term marketing may bring to mind advertising for Coca-Cola, Ford, and AT&T,
marketing is also important in organizations working to achieve goals other than ordinary
business objectives (such as profit). Government agencies at the federal, state, and local
levels engage in marketing activities to fulfill their mission and goals. In addition, universi-
ties and colleges engage in marketing activities to recruit new students, as well as to obtain
donations from alumni and businesses.

Like the private sector, nonprofit organizations also employ marketing activities to create,
price, distribute, and promote programs that benefit particular segments of society. The Red
Cross provides disaster relief throughout the world and offers promotional messages to encour-
age donations to support their efforts. Nonprofits operate just like businesses in that they serve
a client base aud must create revenue to meet their needs. Marketing activities are necessary to
create effective exchange relationships with donors and those served by the nonprofit.

Businesses must engage in marketing to survive and grow, and marketing activities are
needed to reach customers and provide products, Marketing is the business function respon-
sible for creating revenue to sustain the operations of the organization and provide financial
returns to investors. Innovation in operations and products drive business success and cus-
tomer loyalty. Without businesses creating jobs, making profits, paying taxes, and making
donations, nonprofits would not exist.

Marketing activities help to produce the profits that are essential to the survival of individual
businesses. Without profits, businesses would find it difficult, if not impossible, to buy rawer
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The Wall Street Journal, most take a responsible approach to developing long-term relationships
with customers and other stakeholders. Firms recognize that trust ts built on ethical conduct,

Tn tha aean ~f tha agtyra] environment, companies are increasingly embracing the notion
o which is a strategic process involving stakeholder assessment to cre-
ate meantngrul, long-term relationships with customers while maintaining, supporting, and
enhancing the natural environment. Many firms are reducing energy consumption, develop-
ing environmentally iendly packaging, and creating easily recyclable products. Newsweek
magazine ranks the top “green companies” each year. Recent highly-ranked companies
include Hasboro Inc., Nike, Hershey Co., NVIDIA Corp., and Biogen Inc.”” Such initia-
tives not oniy reduce the negative impact that businesses have on the environment but also
serve to enhance their reputations as sustainability concerns continue to grow. By addressing
concerns about the impact of marketing on society, a firm can contribute to society through
socially responsible activities as well as increase its financial performance.

1-7h

The marketing field offers a variety of interesting and challenging career opportunities
throughout the world, such as product development, personal selling, social media manage-
mennt, distribution, pricing, advertising, marketing research, wholesaling, and retailing, All
industries have marketing positions, including health care, sports, consumer products, nonprof-
its, government, as well as agriculture and ihe oil and gas indusiry. When unem;  yment is
high, sales positions remain among the most attractive job opportunities. Marketing positions
are among the most secure positions because of the need to manage customer relationships. In
addition, many individuals working for nonbusiness organizations engage in marketing activi-
ties to proimote political, educational, cultural, church, civic, and charitable activities, It is a
mistake to believe that the only way to contribute to society is to work for a nonprefit. Without
businesses, the economic system that supports jobs and contributes to a good standard of living
would not exist. Consider that 5 percent of charitable contributions are corporate donations.
Many large companies form foundations to serve their communities. Foundations donate

16 percent of all charitable contributions in the United States.® Successf  businesses provide
the resources necessary to sustain nonprofits and governments. Most charitable contributions
are from individuals, the majority of whom earned their wealth as entrepreneurs or corporate
managers. Therefore, marketing* 1ys a key role in supporting philanthropy. Whether a person
earns a living through marketine activities or necforms them valuntarilv far o nonoeafit oeann

O U WU IUYY AR LONSUTTIZNS dre willing to pay more
for green products. These changes in consumer values
have prompted the company to focus on increasing
the sustainability of its products and operations.

Walmart partnered with the Sustainability Con-
sortium to develop a green index that measures the
sustainability of products. Because it can be difficult
for consumers to know if a product is sustainable,
the green index increases trust between Walmart
and customers by providing them with a way to
judge how sustainable its products really are. Today,
1,300 Walmart suppliers use its index.

percent and be powered 50 percent by renewable
energy by 2025, with the goal to increase this to 100
percent. This will resul  millions of dollars of savings
per year. This does not mean that a global sustainabil-
ity strategy is easy. Different countries value different
aspects of sustainal  ty. For instance, in Africa con-
sumers put more emphasis on detergents that do not
need much water, while consumers in other countries
prefer other green prod  : attributes. Yet it is clear
that despite differences, the world's population is
placing greater value on sustainable products—and
Walmart is ready to meet this demand.?
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Marketers should determine whether a selected target market aligns with the company’s
overall mission and objectives. If it does, they shou  assess whether the company has the
A ropriate resources to develop a marketing mix (product, price, distribution, and promo-
tion} that meets the needs of that target market. The size and number of competitors already
marketing products in potential target markets are concerns as weil, For example, the market
for mobile gaming has exploded in recent years. The market has become so competitive that
new entrants must carefully evaluate whether their product would be in demand by the target
market, or be a genuine improvement over what already exists. This market accounts for
85 percent of all mobile app revenue and is projected to reach $74.6 billion by 2020.2

2-4b

Using all relevant information available to conduct in-depth research allows a firm to select
the most appropriate target market, which is the basis for creating a marketing mix that satis-
fies the needs of 1t market. Tesla Motors selected a unique segment of the efectric vehicle
market and created a marketing mix of new technology that included distribution direct from
the manufacturer. It selected promotional methods and price points that suitahly reflected the
upper end of the electric car market.?

An organization should analyze demographic information, customer needs, preferences,
and behaviors with respect to product design, pricing, distribution, and promotion, For
example, to grow beyond its core Baby Boomer market, Thor Industries developed a new
Alrstream recreational vehicle to target Millennials, To meet the needs and desires of
Millennials, the Airstream Basecamp is smaller, solar powered, and can be towed with
a Subaru. The $35,000 Basecamp includes Bluetooth speakers, Italian cabinetry, and a
panoramic window for taking in Instagram-ready views.”

Marketing-mix decisions should have two additional characteristics: consistency and
flexibility. All marketing-mix decisions should be consistent with the business-unit and
corporate strategies. Such consistency allows the organization to achieve its objectives
on all three levels of planning. Flexibility, on the other hand, permits the organization to
alter the marketing mix in response to changes in market conditions, competiion, and
customer needs. Marketing-strategy flexibility has a positive influence on organizational
performance.

Uttlizing e marketing mix as a ichieve a
sustainable competitive advantage. one that
the competition cannot copy in the furesceavie uwte, ywanuan, W1 eaawpie, waintaing a
sustainable competitive advantage in groceries over supermarkets becaunse of its highly effi-
cient and low-cost distribution system. This advantage allows Walmanrt to offer lower prices
and has helped it to maintain the largest share of the supermarket business. Maintaining a
sustainahle competitive advantage requires [lexibility in the marketing mix when facing
uncertain environments.

action,

LINOUEIL PIANNINE, IMATKREUITE INdIIdBers provide purpose dnd direciion ror an Ol'gaﬂizﬂtioﬂ’s
1B LIS S L maiketing efforts and are positioned to implement specific marketing strategies. The effective
cannot copwv implementation of all marketing activities depends on a well-organized marketing depart-

ment that is capable of motivating personnel, communicating effectively, employing strong

coordination efforts, and setting reasonable, attainable timetables for activity completion,
PULLI Y 111ATKE LY SidLe Managers play a key role in creating desired outcomes through supervisory actions that pro-
gies into action vide rewards, reduce risks, and recognize behaviors that implement the marketing strategy.*
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Want to Avoid Student Debt? Scholly Can Help

w do entrepreneurs find and assess market

pportunities? Christopher Gray started with
nis own experience. During his junior year of high
school in Birmingham, Alabama, Gray spent seven
months searching for scholarships to pay his way
through college. Eventually, his research and persis-
tence paid off, as he amassed $1.3 million to attend
Drexel University in Philadelphia.

Majoring in business at Drexel, Gray was
constantly approached by classmates seeking as-
sistance in locating grants and scholarships, That's
when the market opportunity came into sharper
focus. In his words, "You have students drowning in
debt and scholarships that go unawarded” because
students simply don't know about them. So Gray
decided to build on his knowledge and expertise by
founding a business to match students with money,
using sophisticated software that analyzes the fit

between an applicant’s qualifications and a scholar-
ship’s requirements. He developed a website and

a smartphone app he called Scholly, priced access
at $2.99 per download, and got listed in the Apple
App Store.

Gray's big break came when he appeared on
the Shark Tank television show. Not only did Scholly
attract a $40,000 investment, the site received
80,000 visits overnight and the app became an
instant best-seller. In the first two years, the Scholly
app was downloaded 850,000 times and matched
users with $50 million in scholarships. No won-
der Gray has been honored as one of Forbes’s
“30 Under 30" businesspeople, named as one of
Oprah Winfrey's "SuperSoul 100, and awarded the
Smithsonian American Ingenuity Award for Youth
Achievement.b

FAllaryosts Ul COSLE W
determine which are
associated with specific
marketing efforts

A firm’s market share is the sales of a product stated as a percentage of total industry
si s of competing products. Market share analysis Jets a company compare its marketing
strategy with competitors’ strategies. The primary reason for using market share analysis is
to estimate whether sales changes have resulted from the firm’s marketing strategy or from
uncontrollable environmental forces. When a company’s sales volume declines, but its share
of the market stays the same, the marketer can assume that industry sales declined because
of external factors. However, if a company experiences a decline in both sales and market
share, it shonld consider changing its marketing strategy to make it more effective.

Even though market share analysis can be helpf’  in evaluating the performance of a
marketing strategy, the user must exercise caution when interpreting results. When attrib-
utingas s decline to uncontrollable factors, a marketer must keep in mind that factors
in the external marketing environment do not affect all firms equally because firms have
varying strategies and objectives. Changes in the strategies of one company can affect the
market shares of one or a]l companies in that industry. Within an industry, the entrance of
new firms, the launch of new products by competing firms, or the demise of established
products also affect a firm’s market share. Market share analysts should attempt to account
for these effects. Apple, for example, caused its competitors to reevaluate their market-
ing strategies when it introduced the iPad, spurring competitor innovation and revised
marketing strategies.

Although sales analysis is critical for evaluating the performance of a marketing strategy, it
provides only a partial pictnre. A marketing strategy that successfully generates sales may
ot be deemed effective if it is extremely costly. A firm must take into account the market-
ing costs associated with a strategv to gain a complete understanding of its effectiveness

at achieving a desired sales level breaks down and classifies
costs to determine which are assuveaveu wins opucin weannudng efforts. Comparing costs
of previous marketing activities with results allows a marketer to better allocate the firm’s
resources in the future. Marketing cost analysis lets a company evaluate the performance of
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why the strategy was effective, because this information may allow marketers to adjust the
strategy tactically to be even more effective.

When actual performance fails to meet performance standards, marketers should seek
to understand why the marketing strategy was less effective than expected. For example,
perhaps a marketing-mix variable such as price was not ideally suited to the target market,
which could resnlt in lower performance. Environmental changes and aggressive competi-
tion can also cause a marketing strategy to underperform.

When a marketer finds that a strategy is underperforming expectations, a question some-
times arises as to whether the marketing objective, against which performance is measured,
is realistic. After studying the problem, the firm may find that the marketing objective is
indeed unrealistic. In this case, marketers must alter the marketing objective to bring it in
line with more sensible expectations, It is also possible that the marketing strategy is under-
funded, which can result in lower performance,

The siratesic nlanning process ultimately yields a marketing strategy that is the framework for
: a written document that specifies the marketing activities to be performed
tu nuprelcie anu cvaluate the organization’s marketing strategies. Developing a clear, well-
written marketing plan, though time consuming, is important. It provides a uniform market-
ing vision for the firm and is the basis for internal communications. It delineates marketing
responsibilities and tasks, and outlines schedules for implementation, The plan presents
objectives and specifies how resources are to be allocated to achieve them. Finally, the mar-
keting plan helps managers monitor and evaluate the performance of a marketing strategy.

A single marketing plan can be developed and applied to the business as a whole, but it
is more likely that a company will choose to develop multiple marketing plans, with each
relating to a specitic brand or product. Muitiple marketing plans are part of a larger strate-
gic business plan, and are used to implement specific parts of the overall sirategy.

Organizations use many different formats when producing a marketing plan, They
may be written for strategic business units, product lines, individual products or brands, or
specific markets. The key is to make sure that the marketing plan aligns with corporate and
business-unit strategies and is accessible to and shared with all key employees. A marketing
plan represents a critical element of a company’s overall strategy development. It should
reflect the company’s colture and be representative of all functional specialists in the firm.

Marketing planning and implementation are closely linked in successful companies, The
marketing plan provides a framework to stimulate thinking and provide strategic direction.
Implementation is an adaptive response to day-to-day issues, opportunities, and unanticipated
situations—for example, an economic slowdown that dampens sales—that canuot be incorpo-
rated into marketing plans.

Table 2.1 describes the major elements of a typical marketing plan. Each compo-
nent builds on the last. The first component is the executive summary, which provides an
overview of the entire plan so that readers can quickly identify the key issues and their
roles in the planning and implementation processes. The executive summary includes an
introduction, an explanation of the major aspects of the plan, and a statement about costs.
The next component of the marketing plan is the environmental analysis, which supplies
information about the company’s cutrent situation with respect to the marketing environ-
ment, the target market, and the firm’s cnrrent objectives and performance. The environ-
mental analysis includes an assessment of all the environmental factors—competitive,
economic, political, legal and regulatory, technological, and sociocultural—that can affect
marketing activities. The analysis then examines the current needs of the organization’s
target markets. In the final section of the environmental analysis, the company evaluates
its marketing objectives and performance to ensure that objectives are consistent with the
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To succeed in today’s highly competitive global marketplace, companies must respond to
changes in the marketing environment, particularly changes in customer and public desires
and competitors’ actions. Increasingly, success also requires that marketers act responsibly
and ethically. Because recognizing and responding to changes in the marketing environment
are crucial to marketing success, this chapter explores in some detail the forces that
contribute to these changes,

The first half of this chapter explores the competitive, econonic, political, legal and
regulatory, technological, and sociocultural forces that make up the marketing environ-
ment. This discussion addresses the importance of scanning and analyzing the marketing
environment, as well as how each of these forces influences marketing sirategy decisions.
The second half of the chapter considers the role of social responsibility and ethics. These
increasingly important forces raise several issues that pose threats and present opportunities
to marketers, such as the natural environment and consumerism.

3-1

The marketing environment consists of external forces that directly or indirectly influence an
organization’s acquisition of inputs (human, financial, natural resources and raw materials,
and information) and creation of outputs {goods, services, or ideas). As indicated in
Chapter 1, the marketing environment includes six such forces: compelitive, economic,
political, legal and regulatory, technologieal, and sociocultural.

Whether fluctuating rapidly or slowly, environmental forces are always dynamic,
Changes in the marketing environment create uncertainty, threats, and opportunities for
marketers, For instauce, firms providing digital products such as software, music, and
movies face many environmental threats as well as opportunities, Advancing technology
enables digital delivery of these products, which is an efficient, effective way to reach
global markets. Facebook stepped away from the competition with its introduction of
Facebook Messenger, The product allows up to six people to see each other live while
chatting. There can be up to 50 connected, but only one person can be seen at a time.
Facebook Messenger is a distinct improvement over its WhatsApp and competitor’s
products including Snap Inc.’s Snapchat, Apple’s FaceTime, and Google Duo, which
allow one-to-one communication.”? Monitoring the environment is therefore crucial
te an organization’s survival and the long-term achievement of its goals and
competitive strategies.

'To monitor changes in the marketing environment effectivelv. marketers engage in
environmental scanning and analysis s the process of collect-
ing information about forces in the Muuwscung viy v, ovamling involves observation;
secondary sources such as business, trade, government, and Internet sources; and marketing
research. The Internet is a popular scanning tool because it makes data accessible and allows
companies to gather needed information quickly. For example, information can be obtained
to determine proposed legislation or consumer protection regulations that could affect a
firm’e Anavarinne

s the process of assessing and interpreting the information
gatnered througn environmental scanning. A manager evaluates the information for accu-
racy; tries to resolve inconsistencies in the data; and, if warranted, assigns significance to
the findings. By evaluating this information, the manager should be able to identify
potential threats and opportunities linked to environmental changes. A threat could be rising
interest rates or commodity prices. An opportumnity could be increases in consumer income,
decreases in the unemployment rate, or a sudden drop in commodity prices. Oil prices
dropped more than 40 percent before starting to rise between 2014 and 2017. Lower prices
for energy gave consumers more purchasing power during this time.
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to compete with discount carriers and attract more price sensitive customers. Other airlines
are adopting this pricing strategy as well, Iceland Air adds a free stopover in Iceland for
flights from the United States to Europe. Iceland Air, as well as discount airlines like Alle-
giant and Spirit Airlines, have small niche markets and offer unique services to compete with
the major airlines. Airlines are an oligopoly because they have relatively few competitors and
large market share. This situation has only grown more extreme with airline acquisitions and
mergers. Monitoring guides marketers in developing competitive advantages and aids them
in adjusting current marketing strategies and planning new ones. When two large companies
such as Time Warner Cable and Comcast merge, there is the potential for less competition,
In monitoring competition, it is not enough to analyze available information; the firm must
develop a system for gathering ongoing tnformation about competitors. Understanding the
market and what customers want, as well as what the competition is providing, will assist in
maintaining a market orientation.® Information about competitors allows marketing managers to
assess the performance of their own marketing efforts and to recognize the strengths and weak-
nesses in their own marketing strategies. Data about market shares, product movement, sales
volume, and expenditure levels can be useful. However, accurate information on these matters is
often difficult to obtain. We explore how marketers collect and organize such data in Chapter 4.

3-3

Economic forces in the marketing environment influence marketers’ and customers’
decisions and activities alike. In this section, we examine the effects of buying power and
willingness to spend, as well as general economic conditions.

3-3a
The sti and the amount
of resou.co. e w3 Ay rass b A s v e s s s vavoange —that enable

the individual to make purchases. The major financial sonrces of buying power are income,
credit, and wealth.

For an individual, inconte is the amount of money received through ‘wages, rents, invest-
ments, pensions, and subsidy payments for a given period, such as a month or a year. Nor-
mally, this money is allocated among taxes, spending for goods and services, and savings.
Masbatare ava maact intaracted in the amount of money left after payment of taxes because
this s used for spending or saving. Because disposable income is a
ready source of buying power, the total amount available in a nation is important to market-
ers. Several factors determine the size of total disposable income, including total amount
of income—which is affected by wage levels, the rate of unemployment, interest rates, and
dividend rates—and the kinds and amount of taxes. Disposable income that is available for
spending and savine atter an individnal has nurchased the basic necessities of food, clothing,
and shelter is callec eople use discretionary income to purchase
entertainment, vacauwis, aunsiuuivs, wauvadon, pets, furniture, appliances, and so on,
Changes in total discretionary income affect sales of these products, especially automobiles,
furniture, large appliances, and other costly durable goods.

Credit is important because it enables people to spend future income now ot in the near
future. However, credit increases current buying power at the expense of future buying
power. Several factors determine whether people acquire, use, or forgo credit. Since the last
recession, obtaining a mortgage has become more difficult for consumers due to the number
of homeowners who defaulted on their loans. Banks have lightened the requirements for
loans. Interest rates atfect buyers’ decisions to use credit, especially for expensive purchases
such as homes, appliances, and automobiles, When interest rates are low, the total cost of
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Companies also can participate in the political process through lobbying to persuade
public and/or government officials to favor a particular position. Many companies con-
cerned about the threat of legislation or regulation that may negatively affect their operations
employ lobbyists to communicate their concerns to elected officials. For instance, as the
U.S. government debates whether to pass stricter laws regulating marketing activities over
the Internet, social media firms such as Facebook are employing lobbyists to convey their
respective viewpoints regarding the proposed legislation.

3-5

A number of federal laws influence marketing decisions and activities, Table 3.2 lists some
of the most significant legislation. Regulatory agencies and self-regulatory forces also affect
marketing efforts,

Sherman Antitrust Act (18YU}

Clayton Act (1214)

Federal Trade Commission
Act {1914)

Robinson-Patman Act (1936)

Wheeler-Lea Act (1938)

Celler-Kefauver
Act (1950)

Consumer Goods Pricing
Act (1975)

Antitrust Improvements
Act (1976)

Pure Food and Drug Act (1906)

Fair Packaging and Labeling
Act (1966)

Consumer Product Safety
Act (1972)

Prohibits contracts, combinations, or conspiracies to restrain trade: calls
monopolizing or attempting to monopolize a misdemeanar offense.

Prohibits specific practices such as price discrimination, exclusive dealer
arrangements, and stock acquisitions in which the effect may notably lessen
competition or tend to create a monopoly.

Created the Federal Trade Commission (FTC); also gives the FTC investigatory
powers to be used in preventing unfair methods of competition.

Prohibits price discrimination that lessens competition among wholesalers or
retailers; prohibits producers from giving disproportionate services of facilities
to large buyers.

Prohibits unfair and deceptive acts and practices, regardless of whether
competition is injured; places advertising of foods and drugs under the
jurisdiction of the FTC.

Prohibits any corporation engaged in commerce from acquiring the whole or
any part of the stock or other share of the capital assets of another corporation
when the effect substantially lessens competition or tends to create a monopoly.

Prohibits the use of price-maintenance agreements among manufacturers and
resellers in interstate commerce.

Requires large corporations to inform federal regulators of prospective mergers
or acquisitions so that thev can be studied for possible violations of the law

Prohibits the adulteration and mislabeling of food and drug products;
established the Food and Drug Administration.

Makes illegal the unfair or deceptive packaging or labeling of consumer
products.

Established the Consumer Product Safety Commission; protects the public
against unreasonable risk of injury and death associated with products.
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its members, nonmember firms do not have to abide by them. Furthermore, many self-
regulatory programs lack the tools or authority to enforce guidelines. Finally, guidelines in
self-regulatory programs are often less strict than those established by government agencies.

3-6

The word technology brings to mind scientific advances such as self-driving vehicles,
drones, virtual home and office communication, lifestyle drugs, radio-frequency identifica-
tion tags, and more. Such developments make it possible for marketers to operate more
efficiently and provide an exciting array of products for consumers. However even thanoh
these innovations are outgrowths of technology, none of them is technology s
e application of knowledge and tools to solve problems and perform tasks e eiuciendy.

Technology determines how we, as members of society, satisfy our physiologic needs,
In various ways and to varying degrees, eating and drinking habits, sleeping patterns, sexual
activities, health care, and work performance are all influenced by both existing technology
and advances in technology. Because of the technological revolution in communications, for
example, marketers can now reach vast numbers of people more efficiently through a variety
of media. Social networks, smartphones, and tablet computers help marketers to interact
with customers, make appointments, and handle last-minute orders or cancellations,
Approximately 90 percent of Americans have cell phones with 58 percent of males and
42 percent of females having no other phone service,? The decrease in landlines is affecting
the marketing research and political polling industries.

The growth of information technology (IT) is staggering. IT is changing the lives of
consumers across the globe. Not anly does it offer lucrative career opportunities, it also
provides business opportunities for the entrepreneur. For instance, entrepreneur Marc Bet-
nioff built an entire organization around the cloud computing industry. Today Salesforce.
com continues to be listed among the world’s most innovative companies,? The Internet
also improves supply-chain management as it allows manufacturers, distributors, retailers,
and other members of the supply chain to collaborate more closely and serve their cus-
tomers more efficiently.”” The importance of the Internet will only increase in the future.

It is estimated that by the end of the decade, more than 50 billion things, including cars,
refrigerators, medical devices, and more, wi Je hooked up to = Internet infrastructure,
South Korea is making significant progress in this pursuit. This phenomenon—known as
the Internet of Things—w  greatly impact how we do business and live our daily lives,?
However, it also requires significant investment in security systems to protect these devices
from cybercriminals.

Although computers are a staple in American homes, the type of computer has been
changing drastically in this past decade. Traditional desktop computers appear to be on the
decline. Laptops became immensely popular due to their mobility, but analysts estimate that
laptops might be entering the maturity stage of the product life cycle. Conversely, tablet
computers such as Apple iPad, Samsung Galaxy, Google Pixel, Sony Xperia, and Microsoft
Surface are in the growth stage, but their rate of growth has begun to slow. In response
many companies are creating apps specifically made for the iPad and similar devices. The
rapidly evolving state of technology requires marketers to keep pace with the latest techno-
logical changes.

The effects of technology relate to such characteristics as dynamics, reach, and the
self-sustaining nature of technological progress. The dynamics of technology involve the
constant change that often challenges the structures of social institutions, including social
relationships, the legal system, religion, education, business, and leisure. Reach refers to
the broad nature of technology as it moves through society. Consider the impact of cel-
lular and wireless telephones. The ability to call from almost any location has many bene-
fits, but also negative side effects, including increases in traffic accidents, increased noise
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Single people have quite different spending patterns than couples and families with children.
They are less likely to own homes and thus buy less furniture and fewer appliances. They
spend more heavily on convenience foods, restaurants, travel, entertainment, and recreation.
In addition, they tend to prefer smaller packages, whereas families often buy bulk goods and
products packaged in multiple servings,

About 23 percent of the total population are age 18 or younger; the original Baby
Boomers, born between 1946 and 1964, account for about one-quarter of the population.®
The children of the original Baby Boomers differ from one another radically in terms of
race, living arrangements, and socioeconomic class. Thus, the newest baby boom is much
more diverse than previous generations. Today, the population of the United States is about
325 million people.

Despite these trends, the United States is facing a baby bust with its lowest fertility rate
ever.’ This means that without immigration, the United States will fail to grow.”” The U.S.
population as a whole experienced the slowest rate of growth in the last decade since the
Great Depression. While the birthrate is declining, new immigrants help with population
gains.* It is estimated that ose in the U.S. population that were born in other countries has
more than quadrupled since the 1960s, with more than 41 million foreign-born individuals,*
President Obama also granted temporary legal status to nearly 5 million undocumented
immigrants,*” This represents another noteworthy population trend: the increasingly mul-
ticultural nature of U.S. society. By the turn of the 20th century, the U.S. population had
shifted from one dominated by whites to one consisting largely of three racial and ethnic
gronps: whites, blacks, and Hispanics. Pew Research Center prajects that by the year 2065,
more than 167 million Asians, 137 million Hispanics, and 40 million blacks will call the
United States home.*!

Marketers recognize that these profound changes in the U1,S, population bring unique
problems and opportunities. For example, Hispanic purchasing power is approximately
$1.7 trillion. But a diverse population means a more diverse custome:  ase, and marketing
practices must be modified—and diversified—to meet its changing needs. In an effort to
target this expanding demographic, Google has launched the domain name .soy for Hispanic
consumers, Hispanic brands and companies can now use this domain name to connect with
users and other members of the Hispanic community,*

Changes in social and cultural values have dramatically influenced people’s needs
and desires for products. Although these values do not shift overnight, they do change at
varying speeds. Marketers try to monitor these changes because knowing this information
can equip them to predict changes in consumers’ needs for products, at least in the
near future.

People today are more concerned about the foods they eat and thus are choosing
more low-fat, organic, natural, and healthy products. Marketers have responded with
a proliferation of foods, beverages, and exercise products that fit this lifestyle. In addition
to the proliferation of new, organic brands, many conventional marketers have
introduced organic versions of their products, including General Mills, Heinz, and
even Walmart.

The major source of values is the family. Values about the permanence of marriage are
changing, but children remain important. Marketers have responded with safer, upscale baby
gear and supplies, children’s electronics, and family entertainment products, Marketers are
also aiming more marketing efforts directly at children because children often play piv-
otal roles in purchasing decisions. Children and family values are also a factor in the trend
toward more eat-out and takeout meals. Bnsy families generally want to spend less time in
the kitchen and more time together enjoying themselves. Beneficiaries of this trend primar-
ily have been fast-food and casual restaurants like McDonald’s, Taco Bell, Boston Market,
and Applebee’s, but most supermarkets have added more ready-to-cook or ready-to-serve
meal components to meet the needs of busy customers. Some, like Whole Foods, also offer
eat-in cafés,
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philanthropy involves employees; organizational resources and expertise; and the ability
to nk these assets to the concerns of key stakeholders, including employees, customers,
suppliers, and society in general. Strategic philanthropy involves both financial and non-
financial contributions to stakeholders (employee time, goods and services, and company
technology and equipment, as well as facilities), but it also benefits the company. Sales-
force.cony, for example, believes in the benefits of strategic philanthropy so strongly that
it incorporates community service into its corporate culture, Warby Parker, an American
brand of prescription eyewear, donates one pair of eyeglasses to the nonprofit Vision-
Spring for each pair that is sold. This socially responsible initiative is a core part of Warby
Parker’s mission and business model.%' The synergistic use of organizational core compe-
tencies and resources to address key stakeholders’ interests achieve both organizational
and social benefits.

Although social responsibility may seem to be an abstract ideal, managers make deci-
stons related to social responsibility every day. To be successful, a business must determine
what customers, government regulators, and competitors, as well as society in general, want
or expect in terms of social responsibility. Two major categories of social responsibility
issues are sustainability and consumerism,

One of the more common ways marketers deinonstrate social responsibility is
through programs designed to protect and preserve the natural environment. Most
Fortune 500 companies now engage in recycling activities and make significant
efforts to reduce waste and conserve energy. Many companies are making contribu-
tions to environmental protection organizations, sponsoring and participating in
cleanup events, promoting recycling, retooling manufacturing processes to minimize
waste and pollution, employing more environmentally friendly energy sources, and
generally reevaluating the effects of thenr products on the natural environment. This
approach to the environment is to reduce, reuse, and recycle.

As mentioned in Chapter |, green marketing is a strategic process involving
stakeholder assessment to create meaningtul, long-term relationships with customers
while maintaining, supporting, and enhancing the natural environment. The con-
sumption of green products can be promoted by emphasizing the shared responsibil-
ity between the firm and consumers in protecting the environment.® For example,
some retailers will assist consumers in recycling used electrical equipment, Many
products certified as “green” by environmental organizations such as Green Seal
carry a special  go identifying their organtzation as green marketers. Kimberly
Clark became the first consunier-products company to become certified by the For-
est Stewardship Council (FSC). Its tissues carry the FSC label to indicate that they
were harvested from sustainable forests using environmentally friendly methods.®
On the other hand, consumers are becoming very skeptical of greenwashing, which
occurs when firms claim to protect the environment but fail to demonstrate their
commitment

s of organized efforts by individuals, groups, and organi-
zations seeking to protect consumers’ rights. The movement’s major forces are
individual consumer advocates, consumer organizations and other interest groups,
consumer education, and consumer laws.

To achieve their objectives, consumers and their advocates write letters or
send e-mails to companies, lobby government agencies, broadcast public-service
announcements, and boycott companies whose activities they deem irrespon-
sible. Some consumers choose to boycott firms and products out of a desire
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who violate codes of conduct. Barrett-Jackson, an auction company specializing in classic
and collector cars, recognizes the importance of ethical conduct to its customers. Ethical
standards are such a significant part of the company’s culture that it hired a top auditing firm
to conduct an independent examination of its practices. To create an effective ethics and
compliance program and stave off the types of misconduct found in similar organizations,
Barrett-Tackson constantly reviews and updates its policies.®

Table 3.4 lists some commonly observed types of misconduct as reported in the Global
Business Ethics Survey, The key metrics of the survey are observed misconduct—such as
abusive behavior, lying to stakeholders, and conflict of interest—pressure o compromise
standards, reporting of observed misconduct, and retaliation against reporters. To succeed,
a compliance program must be viewed as part of the overall marketing strategy imple-
mentation. If ethics officers and other executives are not committed to the principles and
initiatives of marketing ethics and social responsibility, the program’s effectiveness will be
in question.

Firms have a responsibility to treat customers ethically. Service providers that ensure sat-
isfactory, ethical service delivery create a perception of reasonableness that builds customer
relationships. For example, trust is often developed after conflicts if the participants were
able to reach agreement on their thoughts and beliefs.® Therefore, ethics in marketing can
be effective in increasing firm performance. Increasing evidence indicates that being ethical
ar socially responsible pays off. Social responsibility has a synergistic effect on market
oOLwitation that leads to improved business performance.” More firms are moving beyond a
market orientation that focuses on customers and competitors and are adopting a stakeholder
orientation that focuses on all constituents, Such a relationship implies that being ethically
and socially concerned is consistent with meeting the demands of customers and other stake-
holders. By encouraging their employees to understand their markets, companies can help
them respond to stakeholders’ demands.”

There is a direct association between corporate social responsibility and customer satis-
faction, profits, and market value.” In a survey of consumers, 89 percent indicated that when
quality and price are similar among competitors, they would be more likely to buy from the
company associated with a particular cause. Approximately 54 percent bought a product
associated with a cause within a twelve-month period.”

Thus, recognition is growing that the long-term value of conducting business in a
socially responsible manner far outweighs short-term costs.” Companies that fail to develop
strategies and programs to incorporate ethics and social responsibility into their organiza-
tional culture may pay the price with poor marketing performance, the potential costs of
legal violations, civil litigation, and damaging publicity when questionable activities are
made public,

Obseryed misconduct 30%
Abusive behavior 22%
Lying to stakeholders 22%
Conflict of interest 19%

Pressure to compromise standards 22%

Report observed misconduct 76%

Experience retaliation for reporting 53%

Source: Ethics and Compliance Initiative, 2016 Global Business Ethics Survey™: Measuring Risk and Promoting
Workplace integrity (Arlington, VA: Ethics and Compliance Initiative 2016), p. 43.
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To maintain the control needed to obtain accurate information, a firm should approach
marketing research as a process with logical steps: (1) locating and defining problems or issues,
(2) designing the research project, (3) collecting data, (4) interpreting research findings, and
(5) reporting research findings (see Figure 4.1). These steps should be viewed as part of an
overall approach to conducting research, rather than as a rigid set of rules. Marketers must
consider each step and determine how they can be adapted to resolve the issues at hand.

The first step in launching a research study is defining the prol m or issue. This will encourage
researchers to focus on the true nature and boundaries of a sitvation as it relates to marketing
strategy or implementation. The first sign of a problem is typically a departure from normal
functioning, such as the failure to meet an objective that was previously attainable, If a corpora-
tion’s objective is a 12 percent sales increase and there was only a 6 percent increase under the
current marketing strategy, marketers should analyze this discrepancy to adapt the marketing
strategy to be more effective. A decrease in sales is a symptom of the problem, not the problem
itself. Declining sales, increasing expenses, and decreasing profits all signal problems that
could merit research for a firm. Conversely, a dramatic increase in sales or another positive
event should prompt marketers to researcli the reasons for the change in order to leverage
opportunities, Often, the discrepancy relates to marketing-related issues.

Marketing research often focuses on identifying and defining market opportunities or
changes in the environment. When a firm discovers a market opportunity, it should conduct
research to understand the situation and craft an appropriate marketing strategy. For exam-
ple, UPS may want to know if it can deliver packages by a drone. This may require a survey
of existing customers.

In order to identify and define an issue correctly, marketers must be careful not to be
distracted by superficial symptoms. Addressing symptoms of the problem does not identify
failures in marketing activities and leads to a continuation of the underlying issue. Researchers
and decision makers should remain in the problem or issue definition stage as long as needed,
until they are certain they have designed a research plan that addresses the issue, Taking the
necessary steps to allow researchers to refine a broad, indefinite problem or issue into a precise
and testable research statement is a prerequisite for the next step in the research process.

4-3b

Once the problem or issue has been defined, the next step is to create

an overall plan for obtaining the iuformation needed to address the issue. 1ms step requires
formulating a hypothesis and determining what type of research is most appropriate for
testing the hypothesis to ensure the results are reliable and valid. The project should not be
limited to a small set of research approaches or methods. Marketers should recognize that
a large diversity of approaches is available and should be customized to address the most
important research questions,

The objective statement of a marketing research project shor# ==~ ~ Yypothesis based
on both previous research and expected research findings, 2 s an informed
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Internal sources of secondary data, such as databases, sales records, and research reports,
can be helpful because they provide information on the firm’s own marketing activities.

This information can be used to test hypotheses and pinpoint problems. From sales reports,
for example, a firm can gather information such as the most popular times of the year for
products, and which colors and sizes sell best. Marketers should ook at any available tools
for marketing, management, or financial purposes in their data search, Accounting records
are often overlooked but can be a rich source of quantitative data. While they generally do
not flow automatically to other departments, these records offer detailed information about
costs, sales, customer accounts, and profits. Another source of internal secondary data is
competitive information gathered by the sales force.

External sources of secondary data include trade associations, periodicals, government pub-
lications, unpublished sources, and online databases. Trade associations, such as the American
Marketing Association, offer guides and directories that are full of information, Periodicals
such as Bloomberg Businessweek, The Wall Street Journal, Sales and Marketing Management,
Advertising Age, Marketing Research, and Direct Selling News publish general information
that can help marketers define problems and develop hypotheses. Many marketers also consult
federal government publications such as the Statistical Abstract of the United States and publi-
cations by the U.S. Census Burean on Business, Agriculture, and the Population. Marketers can
use searchable online databases, available through the Census website, to gather data on many
different topics. Although the government only conducts its primary census every 10 years, it
also conducts the American Comumunity Survey (ACS), which is sent to population samples
annually. The ACS is not as comprehensive as the decennial census, but it can provide market-
ers with an up-to-date picture of the nation’s population. A company migit use census data to
determine, for example, whether the demographics, education, and income levels of a popula-
tion in a specific area would mnake it a good place to construct a shopping mall.

The Internet is a very useful research tool, Search engines help marketers to quickly
locate many types of secondary data or news and scholarly information research topics of
interest. Many online retailers, for example, track customer purchases in order to gain a more
complete understanding of their needs, desites, lifestyles, and income level. With this infor-
mation, companies are able to cater recommendations to individuals based on the customer’s
previous purchases. Such a marketing system helps companies track the changing desires
and buying habits of the most valuable customers. Furthermore, marketing researchers are
increasingly monitoring blogs to discover what consumers are saying about their products—
both positive and negative, Many retailers will send out products to popular bloggers with
the hope that they will use them and feature the products and a review on their websites.

Collecung primary data is a lengthier, more expensive, and more complex process than collecting
secondary data. To pather primary dala, researchers use sampling procedures, survey methods,
and observation. These efforts can be handled in-house by the firm’s own research department or
contracted to a private research firm such as ACNielsen or Symphony[RI Group.

Because the time and resources available for research are limited, it is almosr

weamoss e w investigate all the members of a target market or other population. A

or “nniverse,” includes all the elements, units, or individuals of interest to re: . '\
a specific study. Consider a Gallup poll designed to predict the results of a presidential election.
All registered voters in the United States constitute the population, By selecting a limited uum-
ber of umts— —lo represent the charartarictice of 3 total population, researchers can
predict the behaviors ot the total population n marketing research, therefore, is the
process of selecting representative units frou a pupuiaaou. Sampling techniques allow market-
ers to predict buying behavior fairly accurately without having to collect responses from a total
population. Because it would be impossible in most situations to collect reactions from the en-
tire market or market segment, most types of marketing research employ sampiing techniques.

There are twa hasic tvnee of eampling: probability sampling and nonprobability sam-

pling. Wi »very clement in the population being studied has
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An § & variation of the shopping mall intercept inter-
view il winin teapunuens copreie a self-administered questionnaire displayed on a
computer monitor. A computer software package can be used to conduct such interviews.
After a brief lesson on how to operate the software, respondents proceed through the
survey at their own pace. Questionnaires can be adapted so that respondents see only those
items (usuaily a subset of an entire scale) that may provide usefu] information about their
attitudes.

As more and more consumers have Internet
ELLLSS AUU LUIGLL LCRUIALLY, LIS inel uet uas become an increasingly important research
and marketing resource. Internet surveys are quickly becoming the predominant tool for
general population sampling. in nart hecause of their relatively low cost and ability to target
specific samples. In a questionnaires can be transmitted to respondents
either through e-mail u: via a wevsie. Marketing researchers often send these surveys to
online panel samples purchased from professional brokers or compiled by the company.
E-mail is semi-interactive, meaning recipients can ask for gnestion clarification or pose
questions of their own. The potential advantages of online surveys are quick response time
and Jower cost than traditional mail, telephone, and personal interview surveys, if the
response rate is adequate. Increasingly, firms use their websites 1 conduct surveys. They
may include a premium, such as a chance to win a prize, to encourage participation. In
addition, online surveys can be completed via mobile devices. For example, apps on
smartphones can collect online information without active moment-to-moment participation
by respondents,'®

Online technology providers also offer software for conducting Internet veys. One
of the largest online survey providers is Qualtrics. Qualtrics provides software to firms who
want to develop their own online surveys that they can circulate online." The company also
offers services such as concept testing, data collection, and employee feedback. It has 8,000
clients in 90 countries and runs approximately 2.1 million surveys each day." Qualtrics’s
flexibility and research capabilities have caught the attention of many companies who want
to learn more about their customers, including JetBlue. JetBlue used Qualtrics software to
understand customer opinions on individual flights 2!

Social networking sites are also used to conduct surveys, Marketers can also utilize
digital media forums such as chat rooms, blogs, newsgroups, and research communities
to identify trends in consumer interests and consumption patterns. However, using
these forums for conducting surveys has limitations. Consumers must choose to visit a
particular social media site or blog, which eliminates sample randomness, and it may be
difficult to obtain a representative sample size if site traffic or participation rates are low.
On the other hand, they can provide marketers with a general idea of consumer trends
and preferences. Movies, consumer electronics, food, and computers are popular topics in
many online communities. Indeed, by merely monitoring ongoing online conversations,
marketers may be able to identify new-product opportunities and consumer needs. Free
and low-cost services, such as Google Analytics, can help a firm monitor online traffic
to a website and track whether users have linked from a social networking site. Klout
is a company that measures the social influence of brands on social networking sites.
The company collects search data as well as information from 13 social networks to
determine the influence and reach of a brand.?? Companies like Klout can help a firm
better understand consumer needs and behaviors, as well as how to target them more
effectively, A major advantage of online data is that it can be pathered at little incremental
cost comnared to alternative data sources,

ombines the words crowd and outsourcing and calls for taking
tasns usuany poronued by a marketer or researcher and outsourcing them to a crowd, or
potential market, through an open call, In the case of digital marketing, crowdsourcing
is often used to obtain the opinions or needs of the crowd (or potential markets). There
are entire sites dedicated to crowdsourcing. Consider Lego’s crowdsourcing platform
Lego Ideas. Lego Tdeas is a site that invites consumers to submit ideas for Lego sets,
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tindings to the environment, as it can change over time. The report must be helpful to mar-
keters and managers on an ongoing basis.?!

The report is usually a formal, written document. Researchers must allocate sufficient
time when they plan and schedule the project for compiling and writing it, since this task
can be time-consuming. Report writers should keep in mind that corporate executives prefer
reports that are short, clear, and simply expressed. To address this desire, researchers often
give their recommendations first, in an executive suminary, followed by details on how the
results were obtained. This way, executives can easily see the results of the report without
spending time on the details. A technical report allows its users to analyze data and interpret
recommendations because it describes the research methods and procedures and the most
important data gathered, Thus, researchers must recognize the needs and expectations of the
report user and adapt to them. '

Technology and the Internet have made the information required for marketing decisions
more accessible than ever. Marketers can easily track customer buying behavior, obtain
detailed demographic profiles, and anticipate what buyers want—making it possible to fine-
tune marketing mixes to satisfy customers. Big data enhances customer relationship manage-
ment (CRM) by integrating data from all customer contacts and combining that information
to improve customer retention, The use of big data is helping marketers discover customer
insights that would have been hard to discover through traditional methods. Information
technology permits for easy internal research and quick information gathering to help
marketers better understand and satisfy customers. CRM has been enhanced by the ability to
integrate and access data from all customer contacts.

Consumer feedback is an important aspect of marketing research, and new technology
has enhanced this process. Most consumers read online product reviews on a myriad of sites,
from Amazon to Yelp, when making urchase decisions, While this represents a tremendous
o ortunity for firms to generate new customers, they must also be aware of fake product
reviews and the potentially negative effect they can have on consumer perception. Increas-
ingly, too, while consumers utilize product reviews, they are also wary of them; companies
have been found guilty of paying people claiming to be unbiased customers to write positive
reviews of products.™ Thus, as with any other resource, firms must manage digital resources
with caution to maintain a high level of consumer trust and satisfaction. )

Finally, companies of  sizes have unprecedented access to industry forecasts, business
trends, and customer buying behavior—swhich improves communication, understanding of
the marketing environment, and marketing research capabilities. Many firms use marketing
information systems, CRM technologies, and cloud computing to network technologies and
ocrganize the marketing data available to them. In this section, we look at marketing infor-
mation systems and specific technologies that are helping marketing researchers obtain and
manage marketing research data,

, the day-to-day management
811U SLLUCLULILE UL 1IOTITILION gatnerea reguiarly trom sources both inside and outside the
organization. As such, an MIS provides a continuous flow of information about prices, ad-
vertising expenditures, sales, competition, and distribution expenses and can be an important
asset for developing effective marketing strategies. The main focuses of an MTS are on data
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2. Delivering differential messages according to each consumer’s preferences and charac-
teristics through established and new media channels.

3. Tracking customer relationships to monitor the costs of retaining individual customers
and the lifetime value of their purchases.™

Nearly all firms collect customer information in databases. For instance, many commer-
cial websites require consumers to register and provide personal information before access-
ing the site or making a purchase. Frequent-flyer programs ask loyal customers to participate
in surveys about their needs and desires and track their best customers’ flight patterns by
time of day, week, month, and year, Supermarkets frequently offer store discount cards,
which allow them to gain consumer data on purchases through checkout scanners.

Marketing researchers can also use databases, such as LexisNexis or online commercial
databases, for a fee, to obtain useful information for marketing decisions. To find research
within a database, a user typically searches by keyword, topic, or company, and the database
service generates abstracts, articles, or reports. Information provided by a single firm on
household demographics, purchases, television viewine hahawinr and regponses to promo-
tions such as coupons and free samples is callec For example, Behav-
iorScan Rx ad testing, offered by IR, allows diverent 1 v auverusements to be played in the
same market. It is also able to discover important links between TV viewing behaviors and
consumer activities.™ It is important that marketers gather longitudinal (long-term) informa-
tion on customers to maximize the usefulness of single-source data.

4-4c
Big data has the potential to revolutionize th= et hoejnesses gather marketing research
and develop tailored marketing campaigns nvolves massive data files that can

be obtained from both structured and unstructurea aatabases. Big data often consists of
high-volume data that marketers can use to discover vnique insights and make more knowl-
edgeable marketing decisions.® Big data can include mountains of data collected from social
networks, RFID, retailer scanning, purchases, logistics, and production.® The amount of
data that can be gleaned from consumer activities and purchase patterns yields significant
insights for marketers. 1e complexity of big data requires sophisticated software to store
and analyze it.V7 Tt also requires marketers to identify and understand how to use this data to
develop stronger customer relationships. Many firms such as Walmart, Whole Foods, and
General Electric are adopting centralized systems to integrate disparate data and glean the
most insights about consumers.*

Big data presents a new opportunity to use IT-enabled information to assist in marketing
decision making. The amount of data is rapidly increasing through an array of generating
sources, including mobile devices, Internet searches, hehavioral cbservations, and tracking
of purchase behavior. Marketers want to use this data to create competitive advantages that
will help them discover new insights into customer behavior. Many companies are optimistic
that increasingly advanced methodologies for analyzing and interpreting big data will lead to
the development of new innovations with major impacts for society.®

The positive impact that big data has had upon marketing is undeniable. For instance,
Samsung Mobile marketers vsed data on customers to prioritize key target markets and
improve its marketing efforts. The result in the United States was an increase in brand
preference from a relative score of —6 to +2.*° According to research studies, 81 percent of
companies that utilize big data effectively in inarketing have seen sales increase as a result,
as well as an increase of 73 percent in customer satisfaction,* Unlike other forms of market-
ing research, using big data can reveal specific details about consumers that would be hard to
discover in other ways. The marketing vice president at DataSift—an organization that ana-
Iyzes social data—has determined that his company’s software can mine 400 pieces of data
from a [40-character tweet.** For these reasons, Johnson & Johnson is partnering with IBM
to use IBM’s big-data service, Watson, to assess the probability of success for drugs before
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a firm’s marketing activities. The purpose ot marketing analytics is to evaluate the com-
pany’s return on investment (ROI) on their marketing strategies and make adjustments when
necessary. This usually involves investing in software that can track, store, and analyze data.
Big data linked to analytics software unlocks insights with decision-ready intelligence, For
example, SAP provides advanced marketing analytics software with predictive features.
Investing in marketing analytics involves the following four steps: (1) defining what to mea-
sure and which tools to use, (2) coliecting data, (3) developing reporting capabilities, and
{(4) implementing the campaign and analyzing the results.” Having the right data and the
right methods is necessary in our data-rich business environment.™
Marketing analytics is considered one of the most important marketing research tools to
aid strategic decisions and implementation. Development in software can antomate analysis
of massive amounts of data available to marketers. Databases provide the opportunity to en-
gage in data mining ) better understand the attitudes and behaviors of consumers. Retailers
creafe data from checkout scanners that can be used to determine purchasing patterns. For
example, in a supermarket if consumers are buying Kashi cereal and Silk soy milk at the
same time, maybe there could be a joint promotion.
Dashboards are a data management tool that visnally communicate important
information for decision making. Dashboards can convert data analytics to easy-io-use
key performance indicators (KPIs). The dashboard is a way to provide a report of findings
and make them available so a variety of marketers in different positions can use the data to
make decisions. For example, Wave Analylics is an I'T company that provides self-service
analytics that the marketer can see instantly on any device. Therefore, decision makers can
gain knowledge and take action, The ability to harness trillions of gigabytes of data and
convert it to useable information provides marketing research findings on demand.
Marketing analytics is becoming an increasingly important part in companies’ marketing
activities, even among mid-sized and smaller organizations. More than 30 percent of compa-
nies have integrate marketing analytics into the daily activities of the marketing function, and
marketing professionals believe that an increasing percentage of the marketing budget should
go toward analytics. Web analytics have become highly important for ineasuring marketing
effectiveness. More than 82 percent of markelers that use analytics tools measure their website
traffic and performance.’' Google Analytics is the most popular web analytics software and
can be helpful for small businesses without a large marketing budget because its basic func-
tions are free to use. Marketers use Google Analytics to measure website visitors, page views,
the percentage of new visits, the average amount of time spent during a visit, and more.> Even
more sophisticated marketing analytics software is available for marketers who want a more
in-depth look at the effectiveness of their marketing activities that can be tied to ROL
The highest goal marketers appear to have with marketing analytics is identifying how
to develop better-targeted marketing strategies.™ British Airways, for example, has success-
fully used marketing analytics to increase activities geared
toward forming relationships with customers. It adopted
a marketing analytics prograimn that combined informa-
tion on customer loyalty with information on the online
behavior and buying patterns of the company’s 20 million
customers. The software has enabled the company to target
thank-you messages to their most loyal customers and
offer incentives.™ The successful deployment of market-
ing analytics positively relates to favorable and sustainable
marketing performance, Research shows that a one-unit
increase in ma eting analytics deployment results in an
8 percent increase in a company’s return on assets.™ It
' is therefore imperative that marketers investigate which
markeling analytics metrics would best work for their com-
panies to improve marketing performance and maintain
competitive advantages.
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Like Marriott, most organizations trying to compete effectively must identify specific
customer groups toward whom they will direct marketing efforts. This includes
developing and maintaining marketing mixes that satisfy the needs of those customers.

In this chapter. we define and explore the concepts of markets and market segmentation.
First we discuss the major requirements of a market. Then we examine the steps in the
target market selection process, including identifying the appropriate targeting strategy,
determining which variables to use for segmenting consumer and business markets, devel-
oping market segment profiles, evaluating relevant market segments, and selecting target
markets. We conclude with a discussion of the various methods for developing

sales forecasts.

In Chapter 2, we defined a market as a group of individuals and/or organizations that have a
desire or needs for products in a product class and have the ability, willingness, and author-
ity to purchase those products. You, as a student, for example, are part of the market for
textbooks. You are part of other markets as well, such as laptops, cell phones, clothes, food,
and music. To truly be a market, a group must possess all four characteristics. For example,
teenagers are not part of the market for aleohol. They may have the desire, willingness, and
ability to buy liquor, but they do not have the authority to do so because teenagers are pro-
hibited by law from buying alcoholic beverages.

Markets fall into one of two categories: consumer markets and business markets.
These categories are based on the characteristics of the individuals and groups that
make nn a specific market and the purposes for which they buy products. .

:onsists of purchasers and household members who intend to consume or
benetit from the purchased products and do not buy products to make a profit or serve
an organizational need. Consumer markets are sometimes also referred to as business-ro-
consumer (B2C) markets. Each of us b ngs to numerous consumer markets for ail
the purchases we make in categories such as honsing, food, clothing, vehicles, personal
services, appliances, furniture, recreational equipment, and so on, as we shall see in
Chaptﬂl‘ [

A sonsists of individuals or groups that purchase a specific kind of
product ror one of tiwee purposes: resale, direct use in producing other preducts, or use in
general daily operations. For instance, a company that buys electrical wire to use in the
prodnction of lamps is part of a business market for electrical wire. Some products can be
part of the business or consumer market, depending on their end nse. For instance, if you
purchase a chair for your home, that chair is part of the consumer market. However, if an
office manager purchases the same chair for use in a business ¢ ice, it is part of the business
market. Business markets may be called business-tfo-business (B2B), industrial, or organiza-
tional markets and can be subclassified into producer, reseller, government, and institutional
markets, as we shall sce in Chapter 7,

Compare the two advertisements for Olay and Ryder. Olay Eyes is targeted at
consumers and can be found in numerous retail stores. The ad appeals directly to the
individual consumer by having a beautiful model showcase her anti-aging eye cream to
promote how the product can “show strength, not your age.” The Ryder ad, on the other
hand, is targeted at businesses. The ad promotes Ryder’s rental tractor rigs to businesses
with a special offer of free iiles and a free rental day for every five days of renting one of
its trucks.
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Price-sensitive customers can buy bargain jeans at Walimart or Ross, Others may need
functional jeans, like Carhartt brand, for work, Still other customers wear jeans as a fashion
statement and are willing to spend hundreds of doilars on an exclusive brand such as 7 for
All Mankind.

The rationale for segmenting heterogeneous markets is that a company will be most
successful in developing a satisfying marketing mix for: ortion of a total market, since
customers’ needs tend o vary, For example, in the electric vehicles market, dissimilar
knowledge and different attitudes toward electric vehicles require market segmentation.?
The majority of organizations use market segmentation to best satisfy the needs of their
customers,

For market segmentation to succeed, five conditions must exist. First, customers’ needs
for the product must be heterogeneous—otherwise, there is no reason to waste resources
segmenting the market. Second, segments must be identifiable and divisible. The company
must be able to find a characteristic, or variable, for effectively separating a total market into
groups comprised of individuals with relatively uniform product needs, Third, the marketer
must be able to compare the different market segments with respect to estimated sales
potential, costs, and profits. Fourth, at least one segment must have enough profit potential to
jnstify developing and maintaining a special marketing mix for it. Finally, the company must
be able to reach the chosen segment with a particular marketing mix. Some market segments
may be difficnlt or impossible to reach because of legal, social, or distribution constraints,
For instance, producers of tobacco products cannot promote or distribute their products to
U.S. children because those under the age of 18 cannot legally consume them.

When an organization directs its marketine efforts toward a sinsle market seqment
using one marketing mix, it is employing Notice
in Figure 5.2 that the organization using the couconuaa auawcgy 1s anug us warketing
mix only at “B” customers. Happy Campers Gluten Free, for example, targets consumers
with food allergies as well as their families, with healthy breads which are free from gluten,
wheat, dairy, eggs, rice, and corn. Strong sales have enabled the firm to grow into a larger
dedicated gluten-free bakery and expand their market coverage.’

The chief advantage of the concentrated strategy is that it allows a firm to specialize. The
firm analyzes the characteristics and needs of a distinct custonier group and then focuses all
its energics on satisfying that group’s needs. If the group is big enough, a firm may gener-
ate a large sales volume by reaching a single segment. Concentrating on a single segment
can also permit a firm with limited resources to compete with larger organizations that have
overlooked smaller market segments.

Specialization, however, means that a company allocates all its resources for one target
segment, which can be hazardous. If a company’s sales depend on a single segment and the
segment’s dentand for the product declines, the company’s financial health also deterio-
rates. The strategy can also prevent a firm from targeting segments that might be successful,
because when a firm penetrates one segment, its popularity may keep it from extending its
marketing efforts info other segments.

marketing efforts at
LYL UL LIUIL suELIGLUes Uy USYCIUPLUE 8 LLACKELILE [INX [OF eacn segment (see Figure 5.2),
After a firm uses a concentrated targeting strategy successfully in one market segment, it
may expand its efforts to include additional segments. For instance, Adidas is primarily
considered to be a man’s brand of athletic shoes and apparel. Recognizing additional growth
opportunities among female consumers, Adidas recently introduced a number of athleisure
products that can outfit women from work to the gym. The company, which hired a former
Lululemon executive as an advisor, is also airing prime-time commercials featuring more
women.*
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different geographic markets of approximately equal size and population, market density for
office supplies would be much higher in an area containing a large number of business custom-
ers, such as a city downtown, than in another area that is largely residential, such as a suburb,
Market density may be a useful segmentation variable for firms because low-density markets
often require different sales, advertising, and distribution activitiee than dn hirh_dansjty markets,

Marketers may also use geodemographic segmentation

lusters people by zip codes or neighborhouu unns vasea on mestyle and
veiwugtape nuormation. Targeting this way can be effective because people often choose
to live in an area that shares their basic lifestyle and political beliefs. Information conparnies
such as Donnelley Marketing Information Services and Nielsen provide geodemographic data
services called Prospect Zone and PRIZM, respectively. PRIZM, for example, classifies zi p
code areas into 66 different cluster types, based on demographic information of residents.'s

Gendemooranhic segmentation allows marketers to engage in micromarketing.

nvolves focnsing precise marketing efforts on very small geographic
ke, sucn as communities and even individual neighborhoods. Providers of financial and
health-care services, retailers, and consumer product companies use micromarketing. Many
retailers use micromarketing to determine the merchandise mix for individual stores. Increas-
ingly, firms can engage in micromarketing in online retailing, given the Internet’s ability to
target precise interest groups. Unlike traditional micromarketing, online micromarketing
is not limited by geography. The wealth of consumer information ave ble online allows
marketers to appeal efficiently and effectively to very specific consumer niches.

Climate is comunonly used as a geographic segmentation variable because of its broad
impact on people’s behavior and product needs. Product markets affected by climate include
air-conditioning and heating equipment, fireplace accessories, clothing, gardening equip-
ment, recreational products, and building materials.

ethod
W IHarseL augrm—:mation
that clusters people in zip
code areas and smaller
neighborhood units
based on lifestyle and
demoarachic information

An

;
Aot v et

segmentation in which
organizations focus precise
marketing efforts on very
smi  geographic markets

Marketers sometimes use psychographic variables, such as personality characteristics,
motives, and lifestyles, to segment markets. A psychographic variable can be used by itself
or in combination with other types of segmentation variables. For example, parents’ attitudes
and motives shape their purchases of software and technology for their children in ways that

weorencing: Fenced in and bon't Know It

anks to geofencing, a growing number of

stailers can now target customers who are at
v near a particular business location. Here's how
it works: customers download a smartphone app
so the marketer's network can track them cross-
ing an electronic “fence.” The fence's boundary
may be two miles around a store or restaurant, or
it may be the front door, Either way, once custom-
ers are inside the targeted area, the marketer
can identify them, ser ' promotional messages or
discount coupons, or yuide them directly to certain
merchandise.

For example, all of Walmart's U.S, stores are
geofenced, an he interiors are also mapped elec-
tronically. Once customers with the Walmart app
go to a local store, they can activate the “Search

My Store” feature and follow the step-by-st:
route toward the products they want. The Walmart
app also adds convenience when customers are
picking up preordered merchandise. As soon as
the network detects those customers at the store
entrance, the app alerts staff to have all packages
ready and waiting.

The Elephant Bar Restaurant chain uses
geofencing for effective, on-the-spot targeting of
repeat customers. When members of its rewards
program are within two miles of its restaurants
during operating hours, their phones receive
a personalized text with a promotional offer.
Geofencing works well for this restaurant group:
About 40 percent of the recipients visit on the
day they get a text.
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ReplyYes for Vinyl Collectors and Graphic Novel Fans

plyYes says "no” to demographic and geo-

[raphic segmentation variables and “yes” to
psycnographic and behavioristic variables. The com-
pany, based in Seattle, operates two e-commerce
operations: The Edit markets vinyl records, and
Origin Bound markets graphic novels. Every day,
ReplyYes sends one text message about a single
album or novel to consumers who have asked to
receive these personalized offers, Customers simply
text “yes” to initiate a purchase, complete the
transaction with a couple of swipes or clicks, and
watch for the item by mail within a week. For added
context, customers are invited to “iike” or "dislike”
the featured product, which helps ReplyYes further
refine its offers, individual by individual,

ReplyYes relies on segmentation according to
lifestyle—such as people’s interests in collecting
albums or reading graphic novels—and behavior—
such as heavy usage, CEO Dave Cotter explains
that the company caters to “people who are totally
passionate about a particular category” of product,
whether it's vinyl records or graphic novels. The Edit
has attracted tens of thousands of subscribers to its
daily texts, and sold more than $1 million worth of
records during its first eight months, Cn any given
day, at least 300 buyers say yes to the album of
the day. In fact, 68 percent of ReplyYes subscribers
wind up making a purchase at some point, reflect-
ing the power of segmentation to reach the right
audience with the right offer at the right time.?

L LvIsIon 1 d 1fidiket
according to benefits that
consumers want from the
product

Firms can divide a market according to consumer behavior toward a product, which com-
monly involves an aspect of consumers’ product use. For example, a market may be sepa-
rated into users—classified as heavy, moderate, or light—and nonusers. To satisfy a specific
group, such as heavy users, marketers may create a distinctive product and price, or initiate
special distribution and promotion activities. Per capita consumptiou data can help deter-
mine different levels of usage by product category. To satisfy customers who use a product
in a certain way, some feature—packaging, size, texture, or color—may be designed pre-
cisely to make the product easier to use, safer, or more convenient. Many web-based services
have been modified to detect when the vser is on a smartphone or other mobile device and to
adiust the digntav for ontimal appearance tor mobile users.
s the division of a market according to benefits that consumers

Wane 1w wie prouuce Aannotgh most types of market segmentation assume a relationship
between the variable and customers’ needs, benefit segmentation differs in that the benefits
customers seck are their product needs. Consider that a customer who purchases over- -
counter cold relief medication may be interested in two benefits: stopping a runny nose and
relieving chest congestion. By determining desired benefits, marketers can divide people into
groups by the benefits they seek. The effectiveness of such segmentation depends on three
conditions; (1) the benefits sought must be identifiable, (2) using these benefits, marketers
must be able to divide people into recognizable segments, and (3) one or more of the result-
ing segments must be accessible to the firm’s marketing efforts.

Marketers can segment consumer markets using many characteristics. They do not, how-
ever, use the same variables to segment business characteristics, We will learn about business
market segmentation in the next section.

5-4b

Like consumer markets, business markets are frequently segmented for marketing purposes.
Marketers segment business markets according to geographic location, type of organization,
customer size, and product use.
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A market segment profile describes the similarities among potential customers within a seg-
ment and explains the differences among people and organizations in different segments. A
profile may cover such aspects as demographic characteristics, geographic factors, product
benefits sought, lifestyles, brand preferences, and usage rates, Individuals and organizations
within a market segment should be relatively similar with respect to several of theiv charac-
teristics and product needs and differ considerably from those within other market segments.
Marketers use market segment profiles to assess the degree to which thenr products fit poten-
tial customers’ product needs, Market segment profiles support marketers in understanding
how they can nse their firms’ capabilities to serve potential customer groups.

Market segment profiles help a marketer determine which segment or segments are most
attractive relative to the firm’s strengths, weaknesses, objectives, and resources. Although
marketers may initially believe certain segments are attractive, a market segment profile may
yield contrary information. Market segment profiles can be useful in helping a firm make
marketing decisions relating to a specific market segment or segments.

After analyzing the market segmeut profiles, a marketer should be able to narrow his or her
focus to several promising segments that warrant further analysis. Marketers should examine
sales estimates, competition, and estimated costs associated with each of these segments.

5-6a

Potential sales for a market segment can be measured along several dimensions, including
product level, geographic area, time, and level of competition.2? With respect to product
level, potential sales can be estimated for a specific product item (e.g., Diet Coke) or an
entire product line (e.g., Coca-Cola Classic, Diet Coke, and Coca-Cola Zero Sugar comprise
goods in a product line). A manager must also determine the geographic area to include in
the estimate. In relation to time, sales estimates can be short range (one year or less), me-
dium range {one to five years), or long range (longer than five years). The competitive level
specifies whether sales are being estimated for a single fum or for an entire industry.

s the total amount of a product that customers will purchase within a
SPLuinvu ponuu a a specific level of iudustry-wide marketing activity. Market potential can
be stated in terms of dollars or units. A segment’s market potential is affected by economic,
sociocultural, and other environmental forces. The specific level of marketing effort will
vary from one firm to another, but each firm’s marketing activities together add up to the
indostry-wide marketing effort total. A marketing manager must also estimate whether and
to what extent indnetew mm']n:ﬁng efforts wi change over time.

s the maximum percentage share of a market that an indi-

Viwwas woun winnan an uusuy call €xpect to capture for a specific product. Several factors
influence company sales potential for a market segment, First, the market potential places an
absolute limit on the size of the company’s sales potential—a firm cannot exceed the market
potential. Second, the magnitude of industry-wide marketing activities has an indirect but
definite impact on the company’s sales potential. For instance, when Domino’s Pizza adver-
tises home-delivered pizza, it indirectly promotes pizza in general. Although the advertise-
ment might spark a desire for pizza, you could decide to call the Pizza Hut down the street
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Assuming one or more segments offer significant opportunities to achieve organizational
objectives, marketers must decide which offer the most potential at reasonable costs.
Ordinarily, information gathered in the previous step—concerning sales estimates, competi-
tors, and cost cstimates—requires careful review in this final step to determining long-term
marketing opportunities. At this time, the firm's management must investigate whether the
organization has sufficient financial resources, manageri skills, employee expertise, and
facilities to compete effectively in the selected segments, The firm must also consider the
possibility that the requirements of some market segments are at odds with the firm's overall
objectives, and that possible legal problems, conflicts with interest groups, and technologi-
cal advancements will render certain segments unattractive. Finally, marketers must consider
long-term versus short-term growth. If long-term prospects look poor, a marketer may uli-
mately choose not to target a segment because it would be difficult to recoup expenses.
Selecting appropriate target markets is important to an organization’s effective adoptiou
and use of the marketing concept philosophy. Identifying the right target market is the key
to implementing a successful marketing strategy. Failure to do so can lead to low sales, high
costs, and severe financial losses. A careful target market analysis places an organization in a
strong position to serve customers’ needs and achieve its objectives.

5-8

After a company selects a target market or markets, it must develop : -the
amount of a product the company expects to sell during a specific perivu w w opeviie level
of marketing activity. The sales forecast ditfers from the company sales potential in that

it concentrates on what actual sales will be at a certain level of conipany marketing effort.
The company sales potential assesses what sales are possible at various levels of marketing
activities, assuming certain environmental conditions exist. Businesses use the sales forecast
for planning, organizing, implementing, and controlling activities. The success of numerous
activities depends on the forecast’s accuracy. Common problems in failing companies are
improper planning and lack of realistic sales forecasts. For example, overly ambitious sales
forecasts can lead to overbuying, overinvestment, and higher costs that can weaken a firm’s
strength and position,

To forecast sales, a marketer can choose from a number of forecasting methods, some
arbitrary and quick and others more scientific, complex, and time consuming, A firm's
choice of method, or methods, depends on the costs involved, type of product, market
characteristics, time span and purpose of the forecast, stability of the historical sales data,
availability of required information, managerial preferences, and forecasters’ areas of ex-
pertise and experience.” Common forecasting technigues fall into five categories: executive
Jjudgment, surveys, time series a  ysis, regression analysis, and market tests.

: or more executives, This is an unscientific but
vapLuILLL auu A puLe e approacn w amss forecasting. It is not a very accurate method, but
executive judgment may work reasonably well when product demand is relatively stable and
the forecaster has years of market-re  ed experience. However, because intuition is heavily

- influenced by recent experience, the forecast may weight recent sales booms or slumps
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foreign market. After performing each of these analyses, the forecaster combines the results to
develop the sales forecast. Time series analysis is an etfective forecasting method for products
with reasonably stable demand, but not for  roducts with erratic demand,

5-8d

Tilre fima nawian nnobogig repression analysis requires the use of historical sales data, In
the forecaster seeks to find a relationship between past sales (the depen-

usit varsauio, auu une OF More independent variables, such as population, per capita income,
or gross domestic product. Stmple regression analysis uses one independent variable, whereas
multiple regression aualysis includes two or more independent vari  les. The objective of
regression analysis is to develop a mathematic:  ‘ormula that accurately describes a relation-
ship between the firm’s saies and one or more varjables. However, the formula indicates only
an association, not a causal relationship. Once an accurate formula is established, the analyst
phugs the necessary information into the formula to derive the sales forecast.

Regression analysis is useful when a precise association can be established. However,
a forecaster seldom finds a perfect correlation. Furthermore, this method can be used only
when available historical sales data are extensive. Thus, regression analysis is not useful for
forecasting sales of new products.

[

-

A 1 a product available to buyers in one or more test areas and
measuring purchases and consumer responses to the product, price, distribution, and promo-
tion. Test areas are often mid-sized cities with populations of 200,000 to 500,000, but they
can be towns or small cities with populations of 50,000 to 200,000. Test areas are chosen for
their representativeness of a fum’s target markets.

A market test provides information about consumers’ actual, rather than intended,
purchases. In addition, purchase volume car  : evaluated in refation to the intensity of other
marketing activities such as advertising, in-store promotions, pricing ~ackaging, and distribu-
tion. Forecasters base their sales estimates for larger geographic units un customer response
in test areas. For example, PepsiCo’s FritoLay unit test marketed Top N Go Walking Tacos—
FritoLay snack chip brands served in a bag with street taco-inspired toppings——in a food truck
that toured 30 states to measure product response. The food truck tour gave FritoLay insights
into whether the marketing mix for Walking Tacos would be successful on a nationwide basis.
After selling 23,000 Walking Tacos, the firm gauged demand to be sufficient to expand mar-
keting nationwide in concession stands, convenience stores, and college campuses.”

Because it does not require historical sales data, a market test is effective for forecasting
sales of new products or of existing products in new geographic areas, A market test also
gives a marketer an opportunity to test the success of various elements of the marketing mix,
including product ingredients and pricing. However, these tests are often time consuming and
expensive, In addition, a marketer cannot be certain that consumer response during a market
test represents the total market response, or that the same response~ 1 continue in the future.

5-8f

Although some businesses depend on a single sales forecasting method, most firms use
several techniques. Sometimes a company is forced to use multiple methods when marketing
diverse product lines, but even a single product line may require several forecasts, especially
when the product is sold to different market segments. Thus, a producer of antomobile tires
may rely on one technique to forecast tire sales for new vehicles and on another to forecast
sales of replacement tites. Variation in the length of forecasts may call for several recasting
methods as well. A firm that employs one method for a short-range forecast may find it inap-
propriate for long-range forecasting. Sometimes a marketer verifies results of one methed by
using one or more other methods and comparing outcomes.
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reports, news presentations, publications such as Consumer Reports, and reports from
product-testing organizations. Consumers frequently view information from these sources as
credible because of their factual and unbiased nature. For services that are hard to evaluate
even after consomption (e.g., legal advice), consumers rely more on salespeople, friends and
family, and independent consumer reports.” Buyers today routinely turn to user review sites
and apps such as Yelp, Zagat, TripAdvisor, and Angie’s List for insights into both goods and
services.

Repetition, a technique often used by advertisers, increases consumers’ information
retention and recall. When they see or hear an advertising message for the first time, recipi-
ents may not grasp all of its important details, bt they recall more details as the message
is repeated. However, marketers should take care not to repeat a message too many times,
as consumers can tire of it and begin to respond unfavorably. Inforination can be presented
verbally, numerically, or visually. Marketers pay great attention to the visual components of
their advertising materials.

6-1c¢

A successful information search within a product category yields a group of brands that a
buver views as possible alternatives. This group of brands is sometimes called :

or an evoked set). Consumers assign a greater value to a brand they have heard of
than to one they have not—even when they do not know anything else about the brand other
than the nane. For example, a consideration set of laptop computers might include devices
from Apple, Samsung, Dell, or HP. A consumer will probably initially lean toward the one
with which he or she is most familiar, or which his or her friends prefer, before conducting
any additional searches.

To assess the products in a consideration set, the buyer use: sbhjec-
tive characteristics (such as the size, speed, capacity) and subjective charactenshcs (such
as style) that are important to him or her. Consider that one laptop buyer may prefer a large
display, while another may want a computer with a lot of memory. The buyer assigns a cer-
tain level of importance to each criterion. However, some features and characteristics carry
more weight than others, depending on consumer preferences. The buyer rates and eventu-
ally ranks brands in the consideration set using the selected evaluative criteria. It is possible
that the evaluation stage may yield no brand the buyer is willing to purchase. In that case, a
further information search may be necessary,

Marketers can influence consumers’ evaluations by framing the alternatives—that is,
describing the alternatives and their attributes in a certain manner. Framing can make a
characteristic seem more iinportant to a consumer and facilitate its recall from memory.
For example, by stressing a car’s superior comfort and safety features over those of a
competitor’s, a carmaker can direct consumers’ attention toward these points. You have
experienced the framing effect if you have ever walked into a gourmet grocery or high-
end clothing store where the displays make the products seem so appealing you just
have to buy them, only to return home and be less satisfied than you were in the store.
Framing has a stronger influence on the decision processes of inexperienced buyers,

If the evaluation of alternatives yields one or more brands that the consumer is will-
ing to buy, he or she is ready to move on to the next stage of the decision process: the
purchase.

6-1d

In the purchase stage, the consumer chooses to buy the product or brand yielded by the
evaluation of alternatives. However, product availability may influence which brand is
ultimnately purchased. If the brand that ranked highest in evaluation is unavailable and
the buyer is unwilling to wait until it is available again, the buyer may choose to pui-
chase the brand that ranked second. For example, if a consumer is at the mall shopping
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If you are concentrating on this paragraph, you probably are not aware that cars outside are
making noise, that the room light is on, that a song is playing in the background, or even
that you are touching the page. Even though you receive these inputs, they do not reach
your awareness until they are brought to your attention. An individual’s current set of needs
affects selective exposure. Information inputs that relate to one’s strongest needs are more
likely to reach conscions awareness. It is not by chance that many fast-food commercials
are aired near mealtimes. Customers are more likely to pay attention to these advertise-
ments at these times.

The selective nature of percention mav also result in two other conditions: selective dis-
tortion and selective retention i changing or twisting received infor-
mation. It occurs when a person recerves intormation inconsistent with personal feelings or
beliefs and he or she interprets the information, changing its meaning to align more closely
with expectations, Selective distortion explains why people will reject logical information,
even when presented with supporting evidence. Selective distortion can both  :lp and hurt
marketers. For example, a consumer may become loyal to a brand and remain loyal, even
when confronted with evidence that another brand is superior. However, selective distortion
can also lessen the impact of the message on the individual substantially. For instance, con-
sumers are less likely to purchase a green product if they learr 1at the product was inten-
tionally redesigned to benefit the environment. They prefer any environment benefits to be
an unintention: side effect. Consumers tend to believe that products intentionally designed
to be more sustainable require product develoners to take resources away from other areas,
such as product quality.’ T 1 person remembers information inputs
that support personal feelings and beliets ana torgets inputs that do not. After hearing a sales
presentation and leaving a store, for example, a customer may quickly forget many selling
points if they contradict personal beliefs or preconceived notions about a product.

The secoud step in the process of perception is perceptual organization. Information
inputs that reach awareness are not received in an organized form. To produce meaning,
ar idividual must organize and integrate new information with what is aheady stored in
memory. Peo  :use several methods to achieve this. One method, called closure, occurs
when a person fills in missing information in a way that conforms to a pattern or statement.
In an attempt to draw attention to its brand, an advertiser may capitalize on closure by using
incomplete images, sounds, or statements in its advertisenents.

Interpretation, the third step in the perceptual process, involves assigning meaning to
what has been organized. A person interprets information according to what he or she ex-
pects or what is familiar. For this reason, a manufacturer who changes a product or its pack-
age may face consumer backlash from customers looking for the old, familiar product or
package and who do not recognize, or do not like, the new one. Unless a product or package
change is accompanied hy a promotional program that makes people aware of the change, an
organization may suffer a sales decline,

Although marketers cannot control buyers’ perceptions, they often try to influence
them. Several problems may arise from such attempts, however. First, a consumer’s per-
ceptual process may operate such that a seller’s information never reaches the target. For
example, a buyer may entirely block out and not notice an advertisement in a magazine.
Second, a buyer may receive information but perceive it differently than was intended, as
occurs in selective distortion. For instance, when a toothpaste producer advertises that
35 percent of the people who use this roothpaste have fewer cavities,” a customer could
infer that 65 percent of users have more cavities. Third, a buyer who perceives information
inputs to be inconsistent with prior beliefs is likely to forget the information quickly, as is
the case with selective retention.

A s an internal energizing force that directs a person’s activities toward satisfying
neeas or achieving goals. Buyers are affected by a set of motives rather than by just one.
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Green Eileen Recycles by Resale or Reuse

¥ nearly a decade, the designer Eileen Fisher

as been reselling gently used women’s fashions
originally made by her company and then donated
hack by customers, Customers receive a $5 reward
card for each used Eileen Fisher itern they donate
back to Green Eileen. The goal of this recycle-by-
resale effort is to extend the life of clothing that’s
still in good condition, rather than have it wind up
in a landfill.

Green Eileen operates in seven states, reselling
used clothing in boutigue-like retail outlets. With
items priced much lower than new Eileen Fisher
fashions, the stores attract style-conscious custom-
ers who are younger and more price-conscious than
the brand’s traditicnal customer base. Green Eileen
also sells through a handful of recycling center

Motives that in
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warehouses, which receive and sort used Eileen
Fisher clothes submitted by mail. As consumer
demand increases, Green Eileen is alse investigat-
ing the pessibility of selling online. Inventory that
doesn't sell is donated to nonprofit groups such
as Dress for Success, extending its life in yet
another way.

When donated garments are unfit for resale or
too worn to be given to nonprofit groups, Green
Eileen has fresh ideas for keeping them from land-
fills. Its stores offer workshops teaching consum-
ers how to repurpose used clothing by unraveling
knitwear to reuse the yarn or cutting items down
to create children’s apparel. Whether by reuse or
resale, Green Eileen is doing its part to protect the
planet.®

ience which establishments a customer frequents are callec

v buyer may shop at a specific store because of such patronage motives as puce,
sus vavy, wovation, product variety, or friendliness of salespeople. To capitalize on patronage
motives, marketers try to determine why regular customers shop at a particolar store and to
emphasize these characteristics in the marketing mix.

1ges in a person’s thought processes and behavior caused by infor-
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wmaron ana experience. Consequences of behavior strongly influence the learming process.
Behaviors that result in positive consequences tend to be repeated. For example, a con-
sumer who is highly satisfied with a haircut at a salon is more likely to return to that salon
and requeslt the same hairdresser again, The individual will probably continue to purchase
the good or service until it no longer provides satisfaction. When outcomes of the behav-
ior are no longer satisfying or no longer contribute to achieving a desired goal, the person
may switch to another product or ocrganization. For instance, if the hairdresser leaves the
salon, the consumer might stop going if there is no one else there that can do a comparable
haircut.

Purchasing decisions require that customers process information, an ability that varies by
individual. The type of information inexperienced buyers use may differ from the type used
by experienced shoppers who are familiar with the product and purchase situation, Thus, two
potential buyers of an antique desk may use different types of information in making their
purchase decisions. The inexperienced buyer may judge the desk’s value by price and ap-
pearance, whereas the more experienced buyer may look at the construction and condition of
the desk as well as information about the manufacturer, period, and place of origin to assess
the desk’s quality and value. Consumers who lack experience may seek information from
others when making a purchase and even take along an informed {riend with experience.
Experienced buyers have greater self-confidence and more knowledge about the product
and can recognize which product features are reliable cues to quality.

Marketers help customers learn about their products by facilitating opportunities to
gain experience with them, which makes customers feel more comfortable. They engage in
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with which the individual identifies intensely enough to take on the values, ati  des, and
behaviors of people in that group. An aspiration reference group is one to which a person
aspires to belong. The aspiring member desires to be like group members. This is why com-
panies may partner with celebrities to market their brands or products. A group that a person
does not wish to be associated with is a disassociative or negative reference group. The indi-
vidual does not want to take on the values, attitudes, and behavior of these group members,

A reference group may serve as an individual’s point of comparison and source of in-
formation. A customer’s behavior may change over time to be more in line with the actions
and beliefs of gronp members. For instance, a person may switch to a different brand of shirt
based on reference group members’ advice and preferences. An individual may also seek
information from the reference group about other factors regarding a prospeciive purchase,
such as where to buy a certain product.

Reference groups can affect whether a person does or does not buy a product at all, buys
a type of product within a product category, or buys a specific brand. e extent to which a
reference group affects a purchase decision depends on the product’s conspicuousness and on
the individu; s susceptibility to reference group influence. Generally, : more conspicuous a
product, the more likely that reference groups will influence a consumer’s purchase decision,
A product’s conspicuousness is determined by whether others can see it a=  whether it attracts
attention. A marketer sometimes tries to use reference group influence in advertisements by
suggesting that people in a specific group buy a product and are satisfied with it. Whether this
kind of advertising succeeds depends on three factors; how effectively the advertisement com-
mnunicates the message, the type of product, and the individual’s susceptibility | eference
group influence. In this type of appeal, the advertiser hopes that many people will accept the
suggested group as a reference group and buy (or react more favorably to) the product,

6-5d

A peneration ago, buyers were intluenced by word-of-mouth referrals from a few neighbors,
cowarkers, or friends for each purchase. Today, however, buyers are strongly influenced by
the opinions of hundreds or even thousands through digital sources such as social media
networks, reviews on e-commerce sites, and review apps such as Yelp. A Pricewaterhouse-
Coopers survey found that nearly half of online shoppers around the world reported that
reading reviews, comments, and feedback on social media influenced their shopping deci-
sions. Other activities that online shoppers say influence online buying behavior include
receiving promeotional offerings, staying ont  of current fashion and product trends, and
associating with particular brands or retailers.”” Among women, 81 percent say they often
purchase products they’ve seen shared on Facebook, Instagram, Pinterest, and other social
networks. Nearly three-quarters of women surveyed say the ability to find recommendations
on social media reduces the risk of buying a new product,'?

Buyers are emotional, whether they realize it or not, and tapping into the experiences
and opinions of others plays into that aspect of the buying decision process. By exploring the
experiences of others as relayed on Amazon.com comments or Yelp reviews, sho  ers ¢
reduce their risk in trying an unknown product by gaining information from others. Online,
consumers can not only find opinions but also obtain feedback as well as photos, videos,
experiences, and how-to ideas that can lead them to partict  brands or retailers,

Computers, smartphones, and wearables, as well as in-store kiosks and mobile payment
devices affect both online and in-store shopping behaviors all around the world. These tools
are profoundly altering in-store customer behavior but at different rates of impact, depend-
ing on the country.® Consumers today are increasingly online, no matter where they are.

In the time it takes to stand in line at a coffee shop, a buyer in the information-search stage
can read reviews on a product, find a store that sells it, and see a map showing the nearest
store. When they log into Instagram, Facebook, or Twitter, they can see what their friends
or favorite celebrities are wearing; they can also see whether their favorite brands might be
introducing new products or having a sale. Thus, digital influences on the buying decision
process have become increasingly important to marketers,
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6-51
In all societies, people rank others into higher or lower positions of resnect. This rank-
ing process, called social stratification, results in social classes. A s an

open aggregate of people with similar social rank, A class is referred to as open because
people can move into and out of it. Criteria for grouping people into classes vary from
one society to another. In the United States, we take into account many factors, includ-
ing occupation, education, income, wealth, race, ethnic group, and possessions. A person
who is ranking someone into a class does not necessarily apply all of a society’s criteria.
Sometimes, too, the role of income tends to be overemphasized in social class determina-
tion. Although income does help determine social class, the other factors also play a role.
Within social classes, both incomes and spending habits can differ significantly among
members,

To some degree, individuals within social classes develop and assume common behav-
ioral patterns, 'They may have similar attitudes, values, language patterns, and possessions.
Social class influences many aspects of people’s lives. Because people most frequently
interact with others within their own social class, people are more likely to be influenced hy
others within their own class than by those in other classes. Social class can influence choice
of religion, financial planning decisions, access to education, occupation, and leisure time
activities,

Social class also influences people’s spending, saving, and credit practices. It can
determine the type, quality, and quantity of products a person buys and uses. For
instance, it affects purchases of clothing, foods, financial and health-care services, travel,
recreation, entertainment, and home furnishings. Behaviors within a social class can
influence others as well. Most common is the “trickle-down™ effect, in which members
of lower classes attempt to emulate members of higher social classes, such as purchasing
desirable automobiles, large homes, and even selecting certain names for their children.
Couture fashions designed for the upper class influence the styles of the clothing sold in
department stores frequented by the middle class, which eventually is sold to the work-
ing class who shop at discount clothing stores. Less often, status float will occur, when
a product that is traditionally associate with a lower class gains status and popularity
among upper classes. Social class also affects an individual’s shopping patterns and
types of stores patronized. In some instances, marketers attempt to focus on certain
social classes throngh store location and interior design, product design and features,
pricing strategies, personal sales efforts, and advertising. Many companies focus on the
middle and working classes because they account for such a large portion of the popu-
lation. QOutside the United States, the middle class is growing rapidly in places such
as India, China, and Brazil, making these consumers increasingly desirable targets for
marketing messages,

Some firms target different classes with a range of products at different price points,
Even designers who previously made clothing only for the wealthy have learned about the
benefits of offering items at different price points. For instance, luxury fashion designers
Victoria Beckham, Phillip Lim, and Missoni have created limited edition collections for sale
exclusively at Target.”

, beliefs, customs, objects, and concepls
NaK a SOCIETY USEs To cope witn 1ts environment and passes on to future generations. Culture
permeates most things you do and objects you interact with, from the style of buildings in
your town, to the education you receive, to the laws governing your country, Culture also
includes society-specific core values and the degree of acceptability of a wide range of behav-
iors. For example, in 1.5, culture, customers and businesses are expected to behave ethically.
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generating approximately $4.5 trillion in annuai sales.” The United States continues to

be a powerful force in retailing. Half of the top 10 largest retail companies in the world
are based in the United States. These retailers are Walmart, Costco, The Kroger Co.,
Walgreens Boots Alliance, The Hoine Depot Inc,, and Amazon.com.? Some retailers—-
Safeway, PetSmart, and Staples, for example—carry a large number of items, Supermarkets
may handle as many as 50,000 different products. In small, individually owned retail
stores, owners or managers make purchasing decisions. In chain stores, a central office
buyer or buying committee frequently decides whether store managers w  stock a
product on their shelves. For many products, however, local managers make the actual
buying decisions for a particular store.

When making purchase decisions, resellers consider several factors. They evaluate the
level of demand for a product to determine the quantity and the price aty ich the product
can be resold. Retailers assess the amount of space required to handle a product relative to
its potential profit, sometimes on the basis of sales per square foot of selling area. Because
customers often depend on resellers to have products available when needed, resellers typi-
cally appraise a supplier’s ability to provide adequate quantities when and where they are
needed. Colgate Palmolive, for example, has an oral care division that helps retail custom-
ers such as Target assess their space and merchandise involving toothpaste, mouthwash,
and other oral care roducts. Resellers also take into account the ease of placing orders and
whether producers offer technical assistance or training programs. Before reseliers buy a
preduct for the first time, they will try to determine whether the product competes with or
complements products they currently handle. These types of concerns distinguish reseller
markets from other markets. Producers may even help resellers market the product to their
end customers. Colgate-Palmolive has an office in Minnesota to assist Target in marketing
oral care products.

7-¢

Federal, state, county, and local governments compris
These organizations spend billions of dollars annually rur a wius range or poous and

Picky Pyykkonen and the One Milk to Rule Them All

vis Pyykkonen got the idea for his small With all this in mind, Pyykkonen puichased

1siness when shopping for milk for his young 12 cows and named his new business 1871 Dairy,
uauynter in a suburban Chicago supermarket. alluding to the legend that the 1871 Chicago fire was
Surprised to see little information on milk cartons started by a cow kicking over a lantern. Just as some
about where the milk was from or how it was pro- breweries market their beer as the product of a micro-
cessed, he decided to dig deeper. brewery, he marketed his milk as the product of a

Pyykkonen met with dairy farmers who produce microdairy. Among his first major customers were high-

organic milk from grass-fed cows, learning about end Chicago restaurants known for serving top-quality
their methods and sampling their milk. He dis- meals prepared from locally-sourced ingredients. He
covered that he liked the rich taste and texture of also began selling his branded milk to upscale grocery
milk pasteurized in small batches at lower tem- stores around Chicago. Now Pvvkkonen plans to
peratures than typical in a large, commercial dairy. expand into another micredainy  cation, At a time
Pyykkonen was also aware of the growing trend when U.S. milk consumption is historically low, 1871
for buying from local businesses, with consumers Dairy can price its milk higher than competing prod-
seeking out quality goods and services from local ucts from commercial dairies because business buyers
sources, value the product’s quality, taste, and local character.
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Marketers have access to a considerable amount of information about potential business
customers through government and 1ndust1 y pubhcahons and websﬂe‘; Marketers use this
informe*~m o PAm st et ’ " :r purchase poten-
tial. Th s a single industry
classificauon SFALLL UBLAL UY LIS ULLLGU JLALSS, Ldlaud, diil VIEXICU 1) generate compa-
rable statistics among the three North American Free Trade Agreement (NAFTA) partners.
The NAICS  ssification is based on production activities, NAICS is similar to the Interna-
tional Standard Industrial Classification (ISIC} system used in Europe and many other parts
of the world,

NAICS divides industrial activity into 20 sectors with 1,170 industry classifications.
NAICS is more comprehensive and up-to-date than the older Standard Industrial Classifica-
tion (SIC), and it provides considerably more information about service industries and high-
tech products.” Table 7.2 shows some NAICS codes for Apple Inc. and AT&T Wireless Inc.
Industrial classification systems provide a consistent means of categorizing organizations
into groups based on such factors as the types of goods and services provided. Although an
industry classification system is a vehicle for segmentation, it is best used in conjunction
with other types of data to determine exactly how many and which customers a marketer
can reach,

A business marketer can identify and locate potential customers in specific groups by using
state directories or commercial industrial directories, such as Standard & Poor’s Register
and Dun & Bradstreet’s Miilion Dollar Database. These sources contain information about
a firm, including jts name, NAICS classification, address, phone number, and annual sales.
By referring to one or more of these sources, marketers locate potential business customers
by industry classification numbers, determine their locations, and develop lists of potential
customers by desired geographic area.

sector 51

Subsector 517
industry Group 5171
Industry Group 5172
Industry 51711
Industry £ 721
Industry 517110

Industry 517210

Intormation

Telecommunications

Wired Telecommunication Carriers

Wireless Telecommunications
Carriers

Wired Telecommunication Carriers

Wireless Telecommunications
Carriers

Wired Telecommunication Carriers

Wireless T commu  ations
Car s

Sector 31-33
S sector 334

Industry Group 3341

Industry 33411

U.S. Industry 334111

Source: NAICS Association, www.census.gov/eos/www/naics/ (accessed January 30, 2017),
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Transactions between businesses differ from consumer sales in several ways. Orders by busi-
ness customers tend to be much larger than individual consumer sales. Major government
contractor Booz Allen Hamilton is sometimes awarded contracts worth up to half a billion
dollars to supply medical and IT support assessments and services to various government
agencies.® Suppliers of large, expensive, or complex goods often niust sell products in large
quantities to make profits. Consequently, they may prefer not to sell to customers who place
small orders.

Some business purchases involve expensive items, such as complex military systems. For
instance, Raytheon signed a $235 million contract with the U.S, Navy tc  rovide SM-6 mis-
siles for use on naval cruisers and destroyers beginning in 2018, The company has similar
contracts to make the SM-6 for the Japanese, Korean, and Australian navies.” Other prod-
ucts, such as raw materials and component items, are used continuously in production, and
their supply may need frequent replenishing. The contract regarding terms of sale of these
items is likely to be a long-term agreement.

liscussions and negotiations associated with business purchases can require consider-
able marketing time and selling effort. Purchasing decisions are ofi  made by committee,
orders are frequently large and expensive, and products may need to he custom built to meet
the specific needs of a customer. Several people or departmeuts in the purchasing organi-
zation are often involved. For example, one department expresses a need for a product, a
second department develops the specifications, a third stipulates maximum expenditures,
and a fourth places the order.

Business customers look for solutions to reach their objectives. Therefore, suppli-
ers need to identify their capabilities to position their products so they provide customer
value. Staples recognized this need when it ran a television and radio advertising cam-
paign illustrating how the office-supply retailer can help small businesses succeed in
affordable ways.'® To be successful, suppliers also have to differentiate their products
from competitors. Building a brand reputation is an etfective way to develop long-term
relationships.'" For instance, Federal Express develops long-term re  ionships with busi-
ness customers by integrating customer solutions as a provider of many tracking, trans-
portation, and delivery services.

One practice unique to business markets an arrangement in which two
organizations agree to buy from one another. Keciprocal agreements that threaten com-
petition are illegal. The Federal Trade Commission and the Justice Department monitor
and take actions to stop anticompetitive reciprocal practices, particularly among large
firms. Nonetheless, a certain amount of reciprocal activity occurs among small busi-
nesses and, to a lesser extent, among larger companies. Because reciprocity influences
purchasing agents to deal only with certain suppliers, it can lead to less than optimal
purchases.

7-3b

Business customers also differ from consumers in their purchasing behavior because they
are generally better informed about the products they purchase. They typically demand
detailed information about a product’s functional features and technical specifications

to ensure that it meets their needs, Personal goals, however, may also influence business
buying behavior. Most purchasing agents seek the psychological satisfaction that comes
with organizational advancement and financial rewards. Buyers who consistently exhibit
rational business buying behavior are likely to attain their personal goals because they
help their firms achieve organizational objectives. Suppliers need to take into account
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/-4

buying beliavior (discussed in Chapter 6) also influence business buying behavior, a number
of factors are unique to businesses. In this section, we first analyze the buying center to learn
who participates in business buying decisions. Then we focus on the stages of the buying
decision process and the factors  at affect it.

7-4a
Relatively few business purchase decisions are made by a single person. Often they are made
through a tying center. Th s the group of people within the organization

who make business purchase vevianma, 1y include users, influencers, buyers, deciders,
and gatekeepers,'® One person may perform several roles within the buying center, and
participants share goals and risks associated with their decisions.

Users are the organizational members who will actuaily use the product. They frequently
initiate the purchase process and/or generate purchase specifications. After the purchase,
they evaluate product performance relative to the specifications.

Influencers are often technica’  ersonnel, such as engineers, who help develop
product specifications and evaluate alternatives, Technical personn  are especially
important influencers when the products being considered involve new, advanced
technology.

Buiyers sclect suppliers and negotiate terms of purchase. They may also be involved in
developing specifications, Buyers are sometimes called purchasing agents or purchasing
managers. Their choices of vendors and products, especially for new-task purchases, are
heavily influenced by others in the buying center. For straight rebuy purchases, the buyer
plays a major role in vendor selection and negotiations.

Deciders actually choose the products. Although buyers may be deciders, it is not
unusual for different people to occupy these roles. For routinely purchased items, buy-
ers are commonly deciders. However, a buyer may not be authorized to make purchases
that exceed a certain dollar limit, in which case higher-level management personnel are
deciders.

Finally, gatekeepers, such as secretaries and technical personnel, control the flow of
information to and among the different roles in the buying center. Buyers who deal directly
with vendors also may be gatekeepers because they can control information tlows. The flow
of information from a supplier’s sales representatives to users and influencers is often can-
trc «d by personn  in the purchasing department,

The number and structure of an organization’s buying centers are affected by the or-
ganization’s size and market position, the volume and types of products being purchased,
and the firm’s overall managerial philosophy on who should make purchase decisions.
The size of a buying center is influenced by the stage of the buying decision process and
by the type of purchase (new-task, straight rebuy, or modified rebny). The size of the buy-
ing center is generally larger for a new-task purchase than for a straight rebuy. A mar-
keter attempting to sell to a business customer should first determine who the people in
the buying center are, the roles they play in the buying center, and which individuals are
most influential in the decision process. Selling to a buying center requires using signals
from the buying center to identify and adapt selling shaviors toward creating strong
relationships.
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rebuy). Employees’ negotiating styles will vary as well. To be effective, marketers develop
relationships with and understand both rational and emotional factors that can affect
purchase decisions,

Promotion targeted to individuals in the buying center can influence individual
decision making as well. Most trade publications carry advertising to influence buyers.
Cintas, for example, launched its first-ever national advertising campaign using television,
radio, print, and online ads to show how the commercial laundry and uniform provider
can help a variety of businesses be “ready.”"” Trade shows are very popular when products
can be demonstrated and samples provided. Personal selling is by far the most important
influence of trust in maintaining strong relationships. Interestingly, business-to-business
marketers seem to hesitate in embracing social media as a relationship marketing tool,
When they use social media, they tend to focus on relationships rather than on func-
tional or rational appeals for purchases.®® When using Twitter or other social media sites,
business-to-business marketers should try to post content to develop information and trust
rather than close the sale.

Whereas in the past, an organization seeking a type of product might contact product
suppliers, speak with someone on the sales force, and request a catalog or brochure,
business customers today first turn to the Internef to search for information and find
sources, The Internet has become a major channel in organizational buying, accounting
for $780 billion in sales.? Indeed, 62 percent of business buyers now purchase products
online, and 30 percent of them researched at least 90 percent of products online before
making a purchase. Moreover, 94 percent of B2B buyers engaged in online research
prior to purchasing a product, and 55 percent report researching at least half their or-
ganizations’ purchases online,”? In many cases, business buyers’ needs and wants have
been shaped by  :ir experiences as consumers shopping at sites such as Amazon.com,
LandsEnd.com, and Walmart.coin.

Organizational buyers often begin searching for a
product after recognizing a need or problem. The Inter-
net allows buyers to research potential solutions, read
blogs, view webinars and YouTube videos, examine
speciftcations, chat with peers about their experiences,
and even find reviews of potential products long before
beginning a formal buying process. Dealings with a
sales representative now may take place much later
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in the process than in the past. B2B marketers should
therefore tuke care that the content they post on their
blogs, webinars, videos, eBooks, whitepapers, and
RS . even responses to forum queries include useful infor-
mation about how their products might solve custom-
ers’ problems or address their needs. John Deere, for
example, uses its comprehensive website to

showcase its products so that business buyers can re-
search product details and find the right one to match
their needs. The screenshot for John Deere’s backhoe
loaders offers general information about the features
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move negative toward global brands.'? Multiple research studies have found that consumer
preferences for products depend on both the country of origin and the product category of
competing products.'" When people are unfamiliar with products from another country, their
perceptions of the country as a whole may affect their attitude toward the product and influ-
ence whether they will buy it. If a country has a reputation for producing quality products
and therefore has a positive image in consumers’ minds, marketers of products from that
country will want to make the country of origin well known. BMW is a respected Ger-

man brand that manutactures many of its vehicles in the United States, Mexico, and South
Africa. In the case of BMW, the brand is more important than the country of origin to most
consumers. BMW produces over 400,000 X models in South Carolina each year with 70
percent exported outside the United States, This makes BMW the largest exporter of cars in
the United States.”” On the other hand, marketers may want to dissociate themselves from a
particular couniry in order to build a brand’s reputation as truly global or because a country
does not have a good reputation for quality. Traditionally, Chinese brands have been viewed
as being of low quality. However, the global success of companies such as Lenovo, Xiaomi,
and Alibaba are not only increasing China’s brand reputatior ut are also challenging top
competitors such as Hewlett-Packard, Apple, and Amazon. The extent to which a product’s
brand image and country of origin influence purchases is subject to considerable variation
based on national culture characteristics.

When products are introduced trom one nation into another, acceptance is far more likely
if similarities exist between the two cultures. In fact, many similar cultural characteristics
exist across countries. For international marketers, cultural differences have implications
for product development, pricing, advertising, and packaging. For instance, the Middle East
represents a lucrative market for personal-care firms, but they must formulate their products
to adhere to Middle Eastern laws and customs. To be allowed under Islamic law, cosmetics
cannot contain alcohol or pork by-products, Another challenge is trying to compete with
local suppliers who create counterfeit products at lower costs. However, this has not deterred
personal-care firms such as German consumer-goods maker Henkel. Henkel markets its
Gliss shampoo as the first such product to address problems Middle Eastern women have
due to lack of ventilation for their veiled hair.!?

8-2b

Global marketers need to understand the international trade system, particularly the eco-
nomic stability of individual nations, as well as trade barriers that may stifle marketing
efforts. Economic differences among nations—differences in standards of living, credit,
buying power, income disiribution, national resources, exchange rates, and the like—dictate
many of the adjustments firms must make inr  keting internationally. Country-specific fac-
tors such as economic wealth and national culture have a direct influence on the success of a
new product in specific countries, '

Instability is one of the guaranteed constants in the global business environment. The
United States and the European Union are more stable economically than many other regions
of the world. However, even these economies have downturns in regular cycles. A number of
other countries, including Greece, Russia, Spain, and Thailand, have all experienced eco-
nomic problems, such as recessions, high unemployment, corporate bankruptcies, instabili-
ties in banking systems, and trade imbalances, For instance, the rising price of raw materials
conld increase inflation in developing countries where demand is growing.'s On the other
hand, a 40 percent decrease in oil prices that ecenrred between 2014 and 2017 before oil
prices started to rise provided an economic benefit. The constantly fluctuating conditions in
different economies require global marketers to carefully monitor the global environment
and make changes quickly. Even more stable developing countries, such as Mexico and Bra-
zil, tend to have greater fluctuations in their business cycles than the United States does. For
example, instability in Russia due to economic sanctions, political conflicts, and a devalu-
ing of the ruble damaged trade with Russia in the past few years. Economic instability can
also disrupt the markets for U.S. products in places that otherwise might provide excellent
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companies and workers, At the same tine, U.S. citizens benefit from the assortment of
imported products and their typically lower prices.

Many non-fariff barriers, such as quotas and minimum price levels set on imnports,
port-of-entry taxes, and stringent health and safety requitements, still make it difficult for
U.S. companies to export their products. For instance, the collectivistic nature of Japanese
culture and the high-context nature of Japanese communication make some types of direct
marketing messages used to sell products through television and prini  ss effective and may
predispose many Japanese to support greater regulation of direct marketing practices.?

A government’s attitude toward importers has a direct impact on the economic feasibility
of exporting to that country.

8-2d

Differences in national standards are illustrated by what the Mexicans call la mordida: “the
hite.” The use of payoffs and bribes is deeply entrenched in many governments, Because
U.S. trade and corporate policy, as well as .S, law, prohibits direct involvement in payoffs
and bribes, .S, companies may have a hard time competing with foreign firmst  engage
in these practices. Some U.S, businesses that refuse to make payoftfs are forced to hire

local consultants, public relations firms, or advertising agencies, which results in indirect
payoffs that are also illegal under U.S. law. The ultimate decision about whether to give
small tips or gifts where they are customary must be based on a company’s code of eth-

ics, However, under the Foreign Corrupt Practices Act (FCPA) of 1977, it is illegal for U.S.
firms to attempt to make  ge payments or bribes to influence policy decisions of foreign
governiments, Walmart has been accused of vsing bribes to pave the way for the construc-
tion of new stores in Mexico, a major violation of the FCPA, Walmart spent $791 million on
legal fees and on internal investigation and to revamp its compliance systems.” Neverthe-
less, facilitating payments, or small payments to support the performance of standard tasks,
are often acceptable. The Foreign Corrupt Practices Act also subjects all publicly held U.S.
corporations to rigorous internal controls and record-keeping requirements for their overseas
operations.

Many other countries have also outlawed bribery. As we discussed in Chapter 3, the UK,
Bribery Act has redefined what many companies consider to be bribery versus gift-giving,
causing multinational firms to update their codes of ethics. Companies with operations in the
United Kingdom could still face penalties for bribery, even if the bribery occurred outside
the country and managers were not aware of the misconduct.?® Japan has its own anti-hribery
law but has been lax in enforciug it, The Organisation for Economic Co-operation and
Development is pressuring Japanese officials to toughen their stance against bribery.? It is
thus essential for global marketers to understand the major laws in the countries in which
their companies operate,

Differences in ethical standards can also affect marketing efforts. In China and Vietnam,
for example, standards regarding intellectnal property differ dramatically from those in the
United States, creating potential conflicts for marketers of comnputer software, mnsic, and

noks. Trade in counterfeit goods has been estimated at anywhere from $200 billion to more
than $1.7 trillion worldwide, but the full scope is unknown according to the 11.S. Chamber of
Commerce.? Chinese-based Alibaba Group Holding Ltd., one of the biggest shopping sites
in the world, has faced numerous problems with connterfeit products sold on its site. As the
company expands, it has begun removing products that have been flagged as counterfeit.™!
The enormous amount of counterfeit products available worldwide, the time it takes to track
them down, and legal harriers in certain countries make the pursuit of counterfeiters chal-
lenging for many companies,

When marketers do business abroad, they often perceive that other business cultures
have different modes of operation. This uneasiuess is especially pronounced for marketers
who have not traveled extensively or interacted much with foreigners in bnsiness or social
settings. For example, a perception exists among many in the United States that 1.5,
firms are ditferent from those in other countries. This implied perspective of “us versus
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Uenmark
New Zealand
Finland
Sweden
Switzerland
Norway
Singapore
Netherlands
Canada
Germany
Luxembourg
United Kingdom

Australia

/4 10 Somalia

174 11 South Sudan
173 12 North Korea
172 13 Syria

171 14 Yemen

170 14 Sudan

169 14 Libya

166 15 Afghanistan
166 16 Guinea-Bissau
166 17 Venezuela
161 17 Irag

1¢ 18 Eritrea

161 18 Angola

"CPi scare relates to perceptions of the degree of public-sector corruption as seen by businesspeople and country analysts and ranges between 100 (highly

clear} and 0 thighly corrupt). The United States is percelved as the 16th least-corrupt nation.

Source: Data from Transparency International, Corruption Perceptions Index 2016 (Bertin, Germany, 2017).

where young adults arn how to turn this leather into goods such as backpacks and shoes.
This program not only helps individuals in Kenya develop valuable skills, it also keeps the

leather out of landfills.*?

8-2e

Competition is often viewed as a staple of the global marketplace. Customers thrive on the
chaices offered by competition, and firms constantly seek opportunities to outmnaneuver their
competition fo gain customers’ loyalty. Firms typically identify their competition when they
establish target markets worldwide. Customers who are seeking alternative solutions to their

product needs find the firms that can sc”

nected international marketplace and ac
forces that are unique to the internation
Beyond the types of competition (i,
petition) and types of competitive struc
competition, and pure competition), wl
internationally must do the following:

* Be aware of the competitive forces
s Identify the interdependence of cou
* Be mindful of a new breed of custo

Each country has unique competitis
forces (i.e., sociocultural, technological
that are often independent of the compe
countries are listed in Table 8.4, Althou
the infrastructure and the rules for the t
the laws against antitrust in the Europe:
those in the United States, Over the last

‘hose needs. However, the increasingly intercon-
ces in technology have resulted in competitive
arketplace.

rand, product, generic, and total budget com-

i (i.e., monopaly, oligopoly, mnonopolistic

we discussed in Chapter 3, firms that operate

e countries they target.
s and the global competitors in those markets.
.+ the global customer.

pects—often founded in the other environmental
itical, legal, regulatory, and economic forces}—
s in that market. The most globally competitive
ompetitors drive competition, nations establish
of competition that can take place. For exaniple,
nion are often perceived as being stricter than

:n years, Alphabet Inc.’s Google has been

accused by the European Union’s antitrust regulators of restricting competition, The claim
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still a strong commercial center after being transferred to Chinese control. South Korea is
becoming known for its pop culture.® Vietnam is one of Asia’s fastest-growing markets for
U.S. businesses, but Taiwan, given its stability and high educational attainment, has the most
promising future of all the Pacific Rim nations as a strong local economy, and low import
barriers draw increasing imports. The markets of APEC offer tremendous opportunifies to
marketers who understand them. Technology firms are experiencing their fastest growth
overseas, much of it from APEC countries.®

3-.

The

trade and econoimc integraftion among 10 member nations in Southeast Asia. The trade pact
includes Malaysia, the Philippines, Singapore, Thailand, Brunei rarussalam, Vietnam, Laos,
Myanmar, Indonesia, and Cambodia.®® The region is home to 600 million people and has

a 5 percent growth raie in GDP. Currently, combined GDP is at $2.5 trillion, but analysts
estimate the ASEAN region will have a combined GDP of $4.7 trillion by 2020.5 With

its motto, “One Vision, One Identity, One Community,” member nations have expressed

the goal of encouraging free trade, peace, and collaboration between member countries.®
ASEAN’s three pillars are soctocultural, political, and economic, The ASEAN Economic
Community (AEC) attempts to unite the regional economy.® In 1993, the trade bloc passed
the Common Effective Preferential Tariff to reduce or phase out tariffs between countries
over a 10-year period as well as eliminate non-tariff trade barriers,™ Nearly all categories of
products are traded within the bloc tariff-free.

Yet, despite these positive growth rates, ASEAN is facing many obstacles in becoming a
unified trade bloc, Thailand, for instance, has  ced political uncertainties after the military
ousted the government’s prime minister.”' There have also been conflicts between members
themselves and concerns over issues such as human rights and disputed territories.” There-
fore, there are great opportunities but also substantial risk.

On the other hand, while many choose to compare ASEAN with the European Union,
ASEAN members are careful to point out their differences. Although members hope to
increase economic integration, they expressed that there will be no common currency or
fully free labor flows between members. In this way, ASEAN plans to avoid some of the
pittalls that occurred among nations in the EU during the latest worldwide recession.™

le
d TOrum TOI [Ar1II NEZOaons and a place wnere 1nternational trade problems could be dis-
cussed and resolved, Rounds of GAT negotiations reduced trade arriers for most nrnduetg
and established rules to guide international conunerce, such as rules to preves
the selling of products at unfairly low prices,

The WTO came into being in 1995 as a result of the Uruguay Round (1988-1994) of
GATT negotiations. Broadly, WTO is the main worldwide organization that deals with the
ruies of trade between nations; its main function is to ensure that trade flows as smoothly,
predictably, and freely as possible between nations. About 160 nations are members of the
W']"O"f‘l

Fulfilling the purpose of the WTO reqnires eliminating trade barriers; educaling individ-
uals, companies, and governments about trade rules around the world; and assuring global
markets that no sudden changes of policy will occur. At the heart of the WTO are agree-
ments that provide legal ground rules for international commerce and trade policy. Based in
Geneva, Switzerland, the WTO also serves as a forum for dispute resolution.™ For example,
Indonesia and Argentina complained to the WTO about anti-dumping duties that the EU
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limited in scope in how companies interact with consumers, They tend to be more
promotional-oriented. This means t/  while firms can promote their products through
videos or photos, they usually do not interact with consumers through personal messages or
responses. At the same time, the popularity of these sites has the potential to reach a global
audience of consumers,

Photo-sharing sites allow users to upload and share their photos with the world. Well-
known photo-sharing sites include Flickr, Shutterfly, Snapfish, and Instagram, Owned by
Yahoo, Flickr is one of the most popular photo-sharing sites on the Internet. A Flickr user
can upload images, edit them, classify the images, create photo albums, and share photos
or videos with friends without having to e-mail bulky image files or send photos through
the mail. [nstagram is a mobile photo-sharing site that has surpassed Flickr in popularity.
Instagram allows its 600 million users to manipulate their photos with different tints and
share them with their friends.* To compete against Snapchat, Instagram introduced Insta-
gram Stories, a way for its users to send their friends messages that disappear in 24 hours.#!
Facebook purchased Instagram for $! billion with the intention to break into the mobile
industry.” With more and more people using mobile apps or accessing the Internet through
their smartphones, the use of photo sharing through mobile devices is increasing.

Otlier sites are emerging that take photo sharing to a new lev  Pinterest is a photo-
sharing bulletin board that combines photo sharing with elements of bookmarking and social
networking. Users can share photos and images among other lnternet users, communicating
mostly through images that ey “pin” to their boards. Other users can “repin” these images
to their boards, follow each other, “like” images, and make comments. Marketers have found
that an effective way of ma :ting through Pinterest is to post images conveying a certain
emotion that represents their brand.** It has become so popular that it has surpassed Google+
in number of users, Because Pinterest users create boards that deal with their interests,
marketers also have a chance to develop marketing messages encouraging users to purchase
the product or brand that interests them. Pinterest hopes to learn how to influence a customer
to proceed from showing interest in a product to having an intent to purchase. This knowl-
edge will be helpful to advertisers marketing through Pinterest’s website.* Pinterest added a
feature called Lens that allows users to take a picture of an object and find a list of pins with
similar looking objects, further establishing the platform as a discovery tool for shopping.*

Photo sharing represents an opportunity for companies to market themselves visu: by
displaying snapshots ¢ zompany events, company staff, and/or compauy products. Nike,
Audi, and MTV have all used Instagram in digital marketing campaigns.*® Zales Jewelers
has topic boards on Pinterest featuring rings as well as other themes of love, including songs,

wedding cakes, and wedding dresses."? Digital market-
ing companies are also scanning photos and images on
photo-sharing sites to gather insights about how brands
are being displayed or used. These companies hope
to offer these insights to big-name companies such as
Kraft.*® The opportunities for marketers to use photo-
sharing sites to gather information and promote brands
appear limitless.

Another popular form of media sharing is video-
sharing sites. These sites allow virtually anybody to
upload videos, from professional marketers at Fortune
500 corporations to the average Internet user. Some of
the most popular video-sharing sites include YouTube,
Vimeo, aud Hulu. Video-sharing sites give companies
the opportunity to upload ads and informational videos
about their products. A few videos become viral at any
given time, and although many of these gain popularity
because they embarrass the subject in some way, others
reach viral status becanse people find them entertaining
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to price information benefits the consumer, it also places new pressures on the seller to be
competitive and to differentiate products so that customers focus on attributes and benetits
rather than price.

Retailers and other organizations are beginning to develop e-commerce stores on Face-
book and social media sites so that customers can purchase the product they want directly.
Facebook partnered with BigCommerce to create a “Shop” section on Facehook pages to
allow merchants to share merchandise on the social platform and direct consumers to their
website.” Brands like Smartwool, YETI and Polkadot Alley have taken advantage of the
integration. For the business that wants to compete on price, digital marketing provides
unlimited opportunities.

9-5¢

The role of distribution is to make products available at the right time, at the right place,
and in the right quantities. Digital marketing can be viewed as a new distribution chan-
nel that helps businesses increase efficiency. The ability to process orders electronically
and increase the speed of communications via the Internet reduces inefficiencies, costs,
and redundancies while increasing speed throughout the marketing channel, Shipping
times and costs have become an important consideration in attracting consumers, prompi-
ing many companies to offer consumers low shipping costs or next-day delivery. Digital
marketing is also creating new distribution methods for common products. For instance,
Amazon.com has expanded into door-to-door deliveries of groceries. Green Amazon Fresh
trucks can be found delivering groceries in Seattle, parts of California, New York, Boston,
London, and more.® It has been estimated that Amazon needs only to capture 4 percent
share in the markets in which it operates its grocery system within a ten-year period to be
profitable.* In response, Whole Foods is also delivering groceries directly to consumers in
some markets.

Many online retailers, such as Birchbox, Blue Nile, and Warby Parker, have established
a presence in the tradition: srick-and-mortar to create a physical presence and increase
awareness. Unlike most, Blue Nile’s shops, called a “Webroon,” are showrooms only,
meaning customers can touch and feel the products, but all orders are i ced online,
saving the company money in  stribution costs and real estate costs associated with large
storefrants. This trend is a result of increased online competition as well as a trend toward

etailing where retailers offer a seamless experience on mobile, desktop, or

uauuona 1sian Spaces, For example, many retailers aim to offer consistent product assort-
ments and pricing on all channels as well as streamline the retwrr  rocess. A customer 1 ¢
rescarch a purchase online, shop in-store, browse an in-store digital catalog, and then use a
coupon from the retailer’s app at checkout. Seventy-three percent of shoppers use multiple
channels while shopping, making a seamless shopping experience a way to differentiate
aretailer from its competitors. The survey revealed customers researching o1 1e before
in-store shopping led to 13 percent more in sales among omni-channel shoppers.®

9-5d

The majority of this chapter has discussed ways that marketers use digital media to pro-
mote products, from creating profiles on social networks to connecting with consumers to
inserting brands into virtual social games, Social networking sites also allow marketers to
approach promotion in entirely new, creative ways. ColourPop is an example of a digital
marketing success story. The company is online only and does no traditional advertising,
Instead, it relies on social buzz developed through digital marketing. The company, known
for its low price point, became popular through Instagram and YouTube and has a number of
Millennial fans, including 4.1 million followers on its Instagram account, 527,000 follow-
ers on Twitter, and 1.2 million likes on Facebook. As a result, ColourPop is thriving at a
time when the beauty market is more crowded than ever.* Marketers who choose to engage
in these opportunities have the chance to boost their firms’ brand exposure. Califia Farms,
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communication is unfair and causes injury that is substantial and not reasonably avoidable
and is not outweighed by other benefits, it is considered deceptive, The FTC identifies risk
areas for online communication and issues warnings to consumers as misconduct is reported.
Some of the areas include testimonials and endorsements, warranties and guarantees,

free products, and mail and telephone orders. The FTC periodically joius with other law
enforcement agencies to monitor the Internet for potentially false or deceptive online claims,
including fraud, privacy, and intellectual property issues,

Influencer marketing is relatively new compared with other forms of digital marketing,
s0 it should be no surprise there have been road bumps for early adopters. Due to concerns
about dishonest advertising, the Federal Trade Commission (FTC) requires influencers to
clearly disclose any connection they have with brands they promote, Neglecting to make a
disclosure is viewed as deceptive advertising. Cases have been filed against Warner Bros.
Home Entertainment, who paid PewDiePie, YouTube’s number one most subscribed chan-
nel, for an endorsement of its video game Middle-Earth: Shadow of Mordor, and Lord &
Taylor, who paid various influencers to promote their dresses, all without disclosures.
According to the FTC, any level of compensation much be disclosed, whether a partner-
ship is paid or an influencer strictly receives free product,®

9-6a

Unfortunately, consumers or firms that try to protect their privacy cannot control the Internet
environment where cybercrime exists. The FTC attempts to regulate and prevent identity
theft, online fraud, and provide information on privacy to consumers and marketers. The use
of consumer data associated with marketing analytics sets the stage for hackers to steal or
demand ransomn for files. A data hreach at Yahoo compromised at Teast 500 million users’
data. Yahoo is still under investigation over the incident because it took the company two
years to disclose the incident. There is a regulatory guideline that firms need to disclose
material information about cybersecurity incidents once they determine it could affect
investors,”

etermining what data is needed and how to protect it is the first step for protecting
consumers. In our current environment, data breaches and piracy will continue to occur.
A organjzations involved in social media marketing have a responsibility to protect the
consumer by understanding risks and the development of effective cybersecurity. All
organizations ueed a contingency or crisis management plan to respond if a data breach
occurs,”

One of the most significant privacy issues involves the nse of persenal information
companies collect from website visitors in their efforts to foster long-term customer
relationships. Some people fear that the collection of personal inforination from website
users violates users’ privacy, especially when it is done without their knowledge. Addi-
tionally, governments have issued subpoenas to companies like Google and Microsoft
for user information when pursuing legal action. Smartphone companies like Apple Inc.
resist sharing code that provides access to a person’s phone records. On the other hand,
the U.S. Justice Department gets some of its most effective evidence from e-mails in
processing cases,

Due to consumer concerns over privacy, the FTC is considering developing regulations
that would protect consumer privacy by limiting the amount of consumer information that
businesses can gather online. Other countries are pursuing similar actions. The European
Union passed a law requiring companies to get users’ consent before using cookies to track
their information. In the United States, some government officials have called for a “do not
track™ bill, similar to the “do not call” bill for telephones, to allow users to opt out o aving
then information tracked. Legislators reintroduced a Do Not Track Kids bill that would make
it illegal for companies to track children between the ages of 13 and 15 over the Internet or
mobile devices without parental permission (currently, marketers are prohibited from gather-
ing information about consumers aged 13 or younger without parental permission). They also
desire a system that would erase information that these teenagers found to be embarrassing.*
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it on Twitter, YouTube, and Pinterest in order to reach other
current or potential customers. While the company focuses
mainly on current customers, this activity generates wide-
spread effects such as word-of-mouth marketing that brings
in more new customers. The current customers in this sense
serve as brand advocates or brand enthusiasts.

Zappos also generates interest by encouraging custom-
ers to share promotions and purchases with friends. Another
tactic they used on Facebook was to ask people to like their
page. It read, “Let’s be in a Like-Like relationship.” Then
they asked users to sign up for their e-mail list, The order in
which they make these requests gives people the impression
that Zappos is indeed concerned about building relation-
ships. They also have exclusive content for people who opt
to become fans. Once deemed a fan, people are able to see
special offers, videos, and promotions and share comments
about them. Finally, Zappos used an engagement strategy

called “Fan of the Week Contest,” where people were
encouraged to take and post photos of themselves with Zap-
pos products. Then users voted on the best photo, and the
one with the most votes won. Zappos would post the photo
on their website for all to see. Overall, Zappos ensures that
they are using social media to build relationships by bring-
ing customers closer to the company. Marketing for Zappos
is an authentic and human activity that is not about selling
products but building relationships. '®*

1. Lescribe some ways in which Zappos uses digital
media tools.

2. How does Zappos encourage word-of-mouth marketing
through digital media?

3. How does Zappos use digital media to create an
authentic relationship with consumers?


















244

Prod-

uvs puriniaseu W satisfy
personal and familv needs

*rod-
uuuuuuu arin vo a0 AN
organization’s operations,
to resell, or to make other
products

ey ey, B

quently purchased items
for which buyers exert
minimal purchasing effort

Part 4 | Product and Price Decisions

some of its stores that allows customers to customize their sandwiches by choosing bun,
protein, and various topping bundles, such as buffalo bacon (blue cheese spread, butfalo
sauce, bacon, tomato, and lettuce) and pico de gallo {(guacamole, cheese, ranch sauce, and
lettuce). The company is also offering larger and smaller sizes of its iconic Big Mac to give
customers more options. Although customization takes more time and may conflict with
McDonald’s reputation for quick service, Millennials—McDonald’s key target market for
this venture—appear to value customization over time.?

The atmosphere and décor of a retail store, the variety and depth of product choices, the
customer support, and even the sounds and smells all contribute to the experiential element.
Thus, when buyers purchase a product, they are really buying the benefits and satisfac-
tion they think the product will provide. A Rolex or Patek Philippe watch is purchased to
make a statement that the wearer has high status or has achieved financial success—not
just to tell time, Services in particular are purchased on the basis of expectations, Expecta-
tions, suggested by images, promises, and symbols, as well as processes and delivery, help
consumers to make judgments about tangible and intangible products. Often symbols and
cues are used to make intangible products more tangible, or real, to the consumer. Prodential
Insurance, for example, features the Rock of Gibraltar on its logo to symbolize strength and
permanency.

Products fall into one of two veneral caterories Producte nurchased to Satisfy persﬂnal
and family needs are use in a firm's operations,

to resell, or to make Zonsumers buy products to
satisfy their persona: wauws, wiusicus vuswiess puyers seek (0 satisfy the goals of their
organizations. Product classifications are important because they may influence pricing,
distribution, and promotjon decisions. In this section, we examine the characteristics of
consumer and business products and explore the marketing activities associated with some
of these products.

10-2a

The most widely accepted approach to classifying consumer products is based on charac-
teristics of consumer buying behavior. Tt divides products inte four categories: convenience,
shopping, specialty, and unsought products. However, not all buyers behave in the same way
when purchasing a specific type of product. Thus, a singie product might fit into several cat-
egories. To minimize complexity, marketers think in terms of how buyers generally behave
when purchasing a specific item. Examining the four traditional categories of consumer
products can provide further insight,

ly inexpensive, frequently purchased items for
winen vayces sactt vy nunal purchasing effort. They range from bread, soft drinks,
and chewing gum to gasoline and newspapers. The buyer spends little time planning the
purchase or comparing available brands or sellers. Even a buyer who prefers a specific brand
will generally choose a substitute if the preferred brand is not conveniently availahle. A
convenience product is normally marketed through many retail outlets, such as gas stations,
drugstores, and supermarkets. Coca-Cola products, for instance, are available in grocery
stores, convenience stores, gas stations, restaurants, and airports—among imany other outlets,
Because sellers experience high inventory turnover, per-unit gross margins can be relatively
low. Producers of convenience products, such as Wrigley’s chewing gum, expect little
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| Googie b 229,198
2 Apple 228,460
3 Microsoft 121,824
4 AT&T 107,387
5 Facebook 102,551
6 Visa 100,800
7 Amazon.com 98,988
8 Verizon 93,220
9 McDonald's 88,654

10 IBM 86,206

Source: “2016 BrandZ Top 100 Global Brands,” Kantar Millward Brown, http://wppbaz.com/charting/1%
{accessed February 24, 2017).

are identified with their products at the point of purchase—for example, Green Giant, Dell
Computer, and Levi’s jeans. A manufacturer brand usually requires a producer to become
n © oot " 1, and, to some extent, pricing decisions.
also called private brands, store brands, or dealer

Dl wie nanusou i wwnea vy tesellers—wholesalers or retailers. The major char-
acteristic of private brands is that the manufacturers are not identified on the products.
Retailers and wholesalers use private distributor brands to develop more efficient promo-
tion, geuerate higher gross marging, and change store image. Private distributor brands give
retailers or wholesalers freedom to purchase products of a specified guality at the lowest
cost without disclosing the identities of the manufacturers. Wholesaler brands include IGA
(Independent Grocers’ Alliance) and Topmost (General Grocer). Successful private brands
are distributed nationally, and many rival the quality of manufacturer brands. Familiar
retailer brand names include Target’s Archer Farms and Up and Up, Walmart’s Great Value,
and Whole Foods’ 365 Everyday Value. Sometimes retailers with successful private distrib-
utor brands start manufacturing their own products to gain more control over product costs,
quality, and design in the hope of increasing profits. Sales of private labels have grown
considerably as the quality of store brands has increased. Sales of store brands account for
$115 billion in revenue, It is estimated that one in four products sold at supermarkets are
store brands.™

Qame nendinte on the other hand, are not branded at all, often called generic brand-
ing ndicate only the product category and do not include the company
name or oiner laenurying terms. These items are typically staples that would be mar-
keted using an undifferentiated strategy because they lack special features, such as sugar,
salt, or aluminum foil. Generic brands usually are sold at lower prices than comparable
branded items and compete on the basis of price and value. The prevalence of generic
brands has decreased over time, particularly as the quality and value of private brands
has increased.

10-6d

Marketers consider several factors in selecting a brand name. First, the name should be
easy for customers (including foreign buyers if the firm intends to market its products in
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smith & Wesson Firearms Mountain Bikes

Bic Pens Bic Underwear
Cosmopolitan Magazine Yogurt

Wri¢ vy Candy Life Savers Soda

Coors Beer Rocky Mountain Spring Water
Colgate Conswur  r products Colgate Kitchen Entrees
Frito-Lay Snack foods Lemonade

Harley-Davidson Mc  reycles Perfume

Source: “Top 25 Biggest Product Flops of All Time,” DailyFinance, www.aol.com/photos/top-25-biggest-product
-flops-of-ali-time/ {(accessed February 24, 2017).

with the retailer, Target, to release a co-branded line of paint colors that coordinate with
Target’s kids’ furniture and accessories collection,** Co-branding is popular in several
processed-food categories and in the credit card industry. The brands used for co-branding
can be owned by the same company. For example, Kraft’s Lunchables product teams the
Kraft cheese brand with Oscar Mayer lunchmeats, another Kraft-owned brand. Many food
items are co-branded as well. Cinnabon, for instance, has released co-branded items with
Kellogg’s (cereal) and Pillsbury (Toaster Strudel).

Effective co-branding capitalizes on the trust and confidence customers have in the
brands involved. Tor instance, Harley Davidson successfully teamed up with Best Western to
develop a rewards program for motorcycle enthusiasts. At more than 1,200 hotels through-
out the United States, motorcycle enthusiasts can receive a free wipe-down motorcycle
towel and other benefits. The partnership was so successful that it was extended for  ree
years and expanded to areas outside of the United States.* The brands should not lose their
identities, and it should be clear to customers which brand is the main brand. It is important
for marketers to understand before enteriug a co-branding relationship that when a co-
branded product is unsuccessful, both brands are implicated in the failure, To gain customer
acceptance, the brands involved must represent a complementary fit in the minds of buyers.
Trying to link a brand such as Harley-Davidson with a brand such as Healthy Choice would
not achieve co-branding objectives because customers are not likely to perceive these brands
as compatible.

10-6i

A popu i agreement in which a company
PErmits anvuiw vigamcauun w use s vrauu vn vwer products for a licensing fee. Roy-
aities may be as low as 2 percent of wholesale revenues or higher than 10 percent. The
licensee is responsible for a manufacturing, selling, and advertising functions and bears
the costs if the licensed product fails. The top U.S. licensing company is Walt Disney
Company. 1e NFL 1e NCAA, NASCAR, and MLB are all leaders in the retail sales of

censed sports-related products. The advantages of licensing range from extra revenues
and the low cost of brand expansion to generating free publicity, developing a new image,
or protecting a trademark. The major disadvantages are a lack of manufactnring control and
the risks of making consumers feel boinbarded with too many unrelated products bearing
the same name.
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New-product ideas also may arise from sources outside : firm, such as customers,
competitors, advertising agencies, management consultants, and research organizations.
Increasingly, firms are bringing consumers into the product idea development process
through online campaigns, The Internet gives marketers the chance to tap into consumer
ideas by building online communities and listening to their product needs and wants.
These communities provide consumers with a sense of empowerment and allow them to
give insight for new product ideas that can prove invaluable to the firn1."* The Internet and
social media have become very important tools for gathering information from stakehold-
ers, particularly when a firm  targeting younger consumers. Frito-Lay, for example, holds
an annual contest inviting consumers to submit photos, videos, or written descriptions of
their ideas for a new Lay’s potato chip  avor idea to a special Lay’s website.” & win-
ner receives $1 nillion, an  Srito-Lay gets a fresh new flavor,'s The interactivity of the
Internet allows other stakeholders not only to suggest and analyze new product ideas but
also to interact with one another on evaluating and filtering these ideas. Asking custom-
ers what they want from products has helped many firms become successful and remain
competitive.

Many of today’s most successful companies solicit ideas from inventors and outside
consultants. Procter & Gamble is one such firm, The company’s Connect + Develop
website uses crowdsourcing to encourage creative individuals to subinit innovative ideas
for new products.'® Many firms offer product development consulting and can be good
sources for stimulating new product ideas. For example, Kaleidoscope offers product
design, engineering, and development services to companies in the health-care, medic
consumer goods, electronics, and high-tech industries.'” When outsourcing new-product
development activities to outside organizations, the best results are achieved from spell-
ing out the specific tasks with detailed contractual specifications. Asking customers
what they want from products has helped many firms become successtul and remain
competitive, As more global consumers become interconnected through the Internet,
marketers have the chance to tap into consumer ideas by building online communities
with them.

11-2b

In the p the ideas with the greatest potential are selected for further
review. wruiug suecinng, product ideas are analyzed to determine whether they mat

the organization’s mission, objectives, and resources. Cannibalization is another issue that
should be examined during the screening process. If a product idea results in a product
similar to the firm’s existing products, marketers must assess the degree to which the new
product could eat into the sales of current products. Additionally, the company should
analyze its overall abilities to produce and market the product. Other aspects of an idea
to be weighed are the nature and wants of buyers and possible environmental changes. At
times, a checklist of new-product requirements is used when making screening decisions.
This practice encourages evaluators to be systematic and thus reduces the chances of
overlooking some pertinent fact. Most new product ideas are rejected duaring the
screening phase.

11-2¢

To evaluate ideas properly, it inay be necessary to test product concepts. Ir

a small sample of potential buyers is presented with a product ideu v vugu «
wiwen or oral description (and perhaps a few drawings) to determine their attitudes and
initial buying intentions regarding the product. Asian fast-casual restaurant chain Pei Wei,
for example, maintains a test kitchen in a working Scotisdale, AZ, restaurant to try out
potential new products and get authentic feedback from actual Pei Wei customers.'* For a
single product idea, an organization can test one or several concepts of the same product.
Concept testing is a low-cost procedure that allows a company to determine customers’
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A crucli  juestion that arises during product development is how much quality to build
into the product. For example, a major dimension of quality is durability. Higher quality
often calls for better materials and more expensive rocessing, which increase produc-
tion costs and, ultimately, the product’s price. In determining the specific level of quality, a
marketer must ascertain approximately what price the target market views as acceptable. In
addition, a marketer usually tries to set a quality level consistent with that of the firm’s other
products. Obviously, the quality of competing brands is also a consideration.

The development phase of a new product is frequently lengthy and expensive; thus a
relatively sm  number of product ideas are put into developinent. If the product appears
sufficiently successful during this stage to merit test marketing, then, during the latter part
of the development stage, inarketers begin to make decisions regarding branding, packaging,
labeling, pricing, and promotion for use in the test marketing stage.

121
A nited introduction of a nroduct in sensraphic areas chosen to represent the
intended market is callec The aim of test marketing is to determine

the extent to which potetiuar vusuines wul buy the product. Wendy's, for example, test
marketed a truffle bacon cheeseburger and bacon truffle fries at some Massachusetts and

Tennessee locations,? Test marketing is not an extension of the development stage; it is a

sample launching of the entire marketing mix. Test marketing should be conducted only
¢ the product has gone through development and initial plans regarding the other
marketing-mix variables. Companies use test marketing to lessen the risk of product
failure, The dangers of introducing an untested product include undercutting already

rofitable products and, should the new product fail ss of credibility with distributors
and customers.

Test marketing provides several benefits. It lets marketers expose a product in a natural
marketing environment to measure its sales performance. The company can strive to identify
weaknesses in the product or in other parts of the marketing mix. A product weakness
discovered after a nationwide introduction can be expensive to correct. Moreover, if consum-
ers’ early reactions are negative, marketers may be unable to persuade consumers to try the
product again, Thus, making adjustments after test marketing can be crucial to the success of
a new product. On the other hand, test marketing results may be positive enough to warrant
accelerating the product’s introduction. Test marketing also allows marketers to experiment
with variations in advertising, pricing, and packaging in different test areas and to measure

the extent of brand awareness, brand switching, and
repeat purchases resy  ng from these alterations in the
marketing mix.

Selection of appropriate test areas is very impor-
tant because the validity of test market results depends

I Columbus, Ghio heavily on selecting test sites that provide accurate
2 soria, lllinois representations of the intended target market. U.S. cities
commonly used for test marketing appear in Table 11.1.
3 Albany, New York The criteria used for choosi iti
! osing test cities depend upon
4 Jacksonville, Florida tbe product’s attributes, the target inarket’s characteris-
. tics, and the firm’s objectives and resources.
5 Lexington, Kentucky . . . . .
Test marketing is not without risks. It is expensive,
6 Des Moines, lowa and competitors may fry to interfere. A competitor may
7 Battle Creek, Michigan attempt to “jam” the fest program by il?creasing its own
. advertising or promotions, lowering prices, and offer-
8 Greensboro, North Carolina ing special incentives, all to combat the recognition
9 Cleveland, Ohic and purchase of the new brand. Any such tactics can
. . invalidate test results, Sometimes, too, co {itors ¢
10 Phoenix, Arizona walidate test re Sor es, mpetitors copy

the product in the testing stage and rush to introduce a
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Intangibility Difficult for customer to evaluate.
Customer does not take physical possession.
Difficult to advertise and display.
Difficult to set and justify prices.
Service process usually not protectable by patents.

Inseparability « sroduction Service provider cannot mass-produce services.

and consumption Customer must participate in production,
Other consumers affect service outcomes.
Services are difficult to distribute,

Perishal ty Services cannct be stored.
Balancing supply and demand is very difficult.
Unused capacity is lost forever,
Demand may be very time-sensitive,

Heterogeneity Service quality is difficult to control.
Service delivery is difficult to standardize.

Client-based relationships Success depends on satisfying and keeping customers over the long term.
Generating repeat business is challenging.

Relationship marketing becomes critical.

Customer contact Service providers are critical to delivery.
Requires higl  vels of service employee training and maotivation.

Changes a high-contact service into a low-contact service to achieve lower costs
without reducing customer sz faction.

Sources: K. Douglas Hoffrman and John E. G. Bateson, Services Marketing: Concepts, Strategies, and Cases (Mason, OH: Cengage Learning, 2311); Valarie A.
Zeithaml, A. Parasuraman, and Leonard L. Berry, Delivering Quality Service: Balancing Customer Perceptions and Expectations (New York; Free Prass, 1990);
Leonard L. Berry and A. Parasuraman, Marketing Services: Competing through Quality (New York: Free Press, 1991), 5.

11-6d

A service offered by an organization generally is a package, or bundle, of services consisting
of a core service and one or more supplementary services. A core service is the basic service
experience or commodity that a customer expects to receive. A supplementary service is a
supportive one related to the core service that is used to differentiate the service bundle from
that of competitors. For example, when a student attends a tutoring session for a class, the
core service is the tutoring, Bundled with the core service might be access to outlines with
additional information, handouts with practice questions, or online services like a chat room
or wiki to address questions that arise outside the designated tutoring time,

As discussed earlier, heterogeneity results in variability in service quality and makes it
difficult to standardize services. However, heterogeneity provides one advantage to service
marketers: it allows them to customize their services to match the specific needs of indi-
vidual customers. Customization plays a key role in providing compelitive advantage for the
service provider. Being able to personalize the service to fit the exact needs of the customer
accommodates individual needs, wants, or desires.* Chipotle, Subway, and Freebirds, for
example, allow eaclt customer to participate in developing his or her own customized taco,
sandwich, or burrito. Health care is an example of an extremely customized service. The
services provided differ from one patient to the next.

Such customized services can be expensive for both provider and customer, and some
service marketers therefore face a dilemma: how to provide service at an acceptable level of
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Growing Gwynnie Bee

ristine Hunsicker realized that renting plus-size

othing to women would be a great business
uppurtunity after studying the research, First, she
learned that 75 percent of adult women wear a size
10 or larger. In fact, two-thirds of these women wear
at least a size 14. According to estimates, overall
U.5. spending on clothing by plus-size women
added up to $17 bi  n. Yet relatively few fashion
designers were producing plus-size clothing.

Hunsicker also recognized that many clothing

purchases would hang in closets, unworn, for long
periods. She reasoned that if a customer is going
to wear a piece of clothing only once or twice, “it
makes absolutely zero sense to own that item.”
That's what convinced her to rent rather than sell
fashion clothing for plus-size women.

Part 4 | Product and Price Decisions

Hunsicker founded Gwynnie Bee in 2011, of-
fering monthly rentals of clothing in sizes 10 to
32, Customers log onto Gwynnie Bee, browse the
thousands of fashions for rent, and select up ta 10
items to rent by mail each month, with the company
paying postage both ways. Customers can keep
items as long .as they wish and they have the option
to buy any item they choose.

Now Hunsicker is partnering with fashion brands
to extend their clothing lines into larger size ranges
exclusively for Gwynnie Bee's customers. Custom-
ers are flocking to try Gwynnie Bee because, the
founder says, “The plus-size market is dramatically
underserved. Anyone coming in with an offering
that speaks to that consumer has a lot of room to
grow,”?

for flat-screen television sets, This change in price is largely due to strong competition and
newer technologies such as 3D and curved screens. In order to compensate, most makers of
flat-screen TVs responded by continuing to lower prices. Thus, an inverse relationship exists
between price and quantity demanded. As long as the marketing environment and buyers’
needs, ability (purchasing power), willingness, and authority to buy remain stable, this fun-
damental inverse relationship holds.

Figure 12.2 illnetratec tha offart o the quantity demanded of a product at different

prices. The norma

D) is a graphic representation of the quantity of prod-

ucts a firm expects to sell at different prices, in this case PI and P2, holding other factors

constant. As you can see, as price falls, quantity demanded (Q) rises for products ¢

adhere

to a normal demand curve. Demand depends on other factors in the marketing mix, includ-
ing product quality, promotion, and distribution. An improvement in any of these factors
may cause an increase in demand that shifts the demand curve outward, allowing a firm to
sell more products at the same price.

Several types of demand exist, and not all conform to the normal demand curve shown
in Figure 12.2, Prestige products, for example some cosmetics, tend to sell better at higher
prices than at lower ones. Prestige products are desirable partly because their expense makes

buyers feel elite, If the price fell drastically, making the products affordable
number of people, they would lose some of their appe

w alarge
The demand curve on the right

side of Figure 12.2 shows the relationship between price and quantity demanded for pres-
tige products. As you can see, the curve has a very different shape that shows that quantity
demanded is greater, not less, at higher prices—to a point. For a certain price range—{rom
P1 to P2—the quantity demanded (Q1) increases to Q2. After that point, however, continu-
ing to raise the price backfires and demand decreases again, The figure shows that if price
increases from P2 to P3, quantity demanded returns to the Q1 level.

12-3b
A graph of
wis quanuy weproducts a
firm expects to sell at vari-
ous prices if other factors
remain constant

needs, variations in

Consumer demand is influenced by many more factors than just price. Changes in buyers’
¢ effectiveness of other marketing-mix variables, the presence of
substitutes, and dynamic environmental factors can all influence demand. Restaurants and
utility companies experience large fluctuations in demand at different periods throughout
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price will hart profit margins and may instill in customers a perception that the product is of
low quality. Firms must weigh many different factors when setting prices, including costs,
competition, customer buying behavior and price sensitivity, manufactuting capacity, and
product life cycles.

12-
Witl ount or percentage is ac «d to the cost of the
proc oo - - -esired level of profit fo the cost of the product,

Cost-based pricing does not necessarily take into account the economic aspects of sup-
ply and demand, nor must it relate to just one pricing strategy or pricing objective. It is a
straightforward and easy-to-implement method. Two common forms of cost-based pricing
are cost-plus and markup pricing.

seller’s costs are determined (usually during a project or after a
pruges sa colpanay, ana wen a specified dollar amount or percentage of the cost is added
to the seller’s cost to establish the price. When production costs are difficult to predict,
cost-plus pricing is appropriate. Projects involving custom-made equipment and commercia)
construction are often priced using this technigue. The government also frequently uses
cost-based pricing in granting defense contracts. One pitfall for the buyer is that the seller
may increase stated costs in order to gain a larger profit base. Furthermore, some costs, such
as overhead, may be difficult to determine. In periods of 1 id inflation, cost-plus pricing is
popular, especially when the producer must use raw materials that frequently fluctuate in price.

mmonly used by retailers, a product’s price is derived by adding a

-of the cost, called markup, to the cost of the product. For instance,
most retailers inark up prices by 25 to 50 percent, whereas warehouse clubs, like Costco and
Sam’s Club, have a lower average markup of around 14 percent.® Markups can range a great
de depending on the product and the situation, Although the percentage markup in a retail
store varies from one category of goods to another—35 percent of cost for hardware items and
100 percent of cost for greeting cards, for example—the same percentage is often used fo de-
termine the prices on items within a single product category, and the percentage markup may
be largely stan  dized across an industry at the retail level. Using a rigid percentage markup
for a specific product category reduces pricing to a routine task that can be performed quickly.

The following example illustrates how percentage markups are determined and distin-

guishes betwer  two methods of stating a markup. Assume a retailer purchases a can of tuna
at 45 cents and adds a 15-cent markup to the cost, making the price 60 cents. There are two
ways to look at the markup, as a percentage of cost or a percentage of selling price, as follows:

arku
Markup as percentage of cost = arkup

cost
_ 15

45

=33.3%

Markup as percentage of selling price = —@&
selling price
15

60

=25.0%
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consistent with circumstances, such as a sluggish economy, and with pricing practices in a
particular market or industry. Johnson & Johnson, for example, has pledged to be transparent
with its pricing strategies for pharmaceutical products at a time when many firms have come
under fire for rapidly escalating prices on life-saving drugs. The company even releases

a transparency report demonstrating that it has held average list price increases below

10 percent for five years.'"® Pricing strategies should help a firm in setting a final price. If
they are to do so, marketers must establish pricing objectives, have considerable knowledge
about target market customers, and determine demand, price elasticity, costs, and competi-
tive factors. Additionally, the way marketers use pricing in the marketing mix will affect the
final price.

12-9

Many of the pricing issues discussed thus far in this chapter deal with pricing in general,
However, setting prices for business products can be quite different from setting prices for
consumer products, owing to several factors such as size of purchases, transportation consid-
erations, and geographic issues. In this section, we examine three types of pricing associated
with business products: geographic pricing, transfer pricing, and discounting.

lelivery costs. F.O.B. origin pricing stands for
Lree LEL DOATU 4l e point oI origin,” wnich means that the price does not include freight
charges. It requires the buyer to pay the delivery costs, which include transportation from
the seller’s warehouse to the buyer’s place of business. F.0.B. destination indicates that the
product price does include freight charges, and therefore the seller is responsible for these
charges.

12-9b

When one unit in an orgauization sells a product to another unit xceurs, A
transfer price is determined by calculating the cost of the produc, wincu van vary depending
on the types of costs included in the calculations. The choice of the costs to include when
calculating the transfer price depends on the company’s management strategy and the nature
of the units’ interaction. An organization also must ensure that transfer pricing is fair to all
units involved in the purchase,

1

2 the price of an item. Producers and sellers offer a wide variety
ot discounts to their customers, including trade, quantity, cash, and seasonal discounts as
well as allowances. Trade discounts are taken off the list prices and are offered to marketing
intermediaries, or middlemen. Quantiry discounts are given to customers who buy in large
quantities. Quantity discounts are offered because the seller’s per-unit selling cost is usually
lower for larger purchases. Cash discounts are incentives offered for prompt payment. A
seller may offer a discount of “2/10, net 30,” meaning that the buyer may take a 2 percent
discount if the bill is paid within ten days and that the bill must be paid in full within 30
days. A seasonal discount is a price reduction to buyers who purchase out of season. It

helps the seller to maintain steadier production during the year, An allowance is a reduction






























332

The decisions
and activities that make
products available to cus-
tomers when and where
they want to purchase
them

Ajl the or-
goncuuwna and activities
involved with the flow and
transformation of products
from raw materials through
to the end customer

TS LULdl L U ndridije-
rial activities used by an
organization to transform

resource inputs into
Annde condecac Ar hath

ing, and controlling the
efficient and effective flow
and storage of products
and information from the
point of origin to con-
sumption in order to meet
customers’ needs and
wants

The
PrHULEDaES Ulal Saiig the
progress of value from raw
material to final customer
and back to redesign and
final disposition

AL WA RIS DL VILITD
involved with the flow and
transformation of supplies,
products, and information
throughout the supply
chain to the ultimate
consumer

Part 5 | Distributior ‘ecisions

Th omponent of the marketing mix focuses on 2 decisions and activities
involved in making products available to customers when and where they want to purchase
em. Fanatics has become an expert at making trendy products available when they are

wanted—as soon as a team wins big—through a variety of marketing channels. Choosing
which channels of distribution to use to reach customers in a timely manner is a major
decision in the development of marketing strategies.

In this chapter, we focus on marketing channels and supply-chain management. First, we
explore the concept of the supply chain and its various activities. Second, we elaborate on
marketing channels and the need for intermediaries and analyze the primary functions they
perform. Next, we outline the types and characteristics of marketing channels, discuss how
they are selected, and explore how marketers determine the appropriate intensity of market
coverage for a product. We then examine the strategic channel issues of leadership, coopera-
tion, and conflict. We also look at the role of physical distribution within the supply chain,
including its objectives and basic functions. Finally, we review several legal issues that affect
channel management.

13-1

which includes

m e m e o s wxsmn s nssnawn OF prOducts
hom raw materials through to the end customel It may help to think of the firms involved
in a total distribution system as existing along a conceptual line, the combined impact of
which result in an effective supply chain. Firms that are “upstream” in the supply chain {e.g.,
suppliers) and “downstream” (e.g., wholesalers and retailers) work together to serve custom-
ers and generate competitive advantage. Historically, marketing focused solely on certain
downstream supply-chain activities, but today marketing professionals recognize that they
can reduce costs, boost profits, and better serve customers by effectively integrating activi-
ties along the entire length of the supply chain. Doing so requires marketine manasers tn
work with other managers in operations, logistics, and suppl
is the total set of managerial activities nged hv an areanizatiou w wansiv 1esuLe wpu
into goods, services, or both, nvolves planning, implementing,
and contlolhng the efficient auu viiceuye uw anu sunage of products and information from
the point of origin to consumption in order to meet customers’ needs and wants, The annual
cost of business logistics in the United States is huge, at $1.41 trillion, To put this in ner-
snective. the nercentage of logistics costs comprising GDP is valued at 7.9 percent,’

E.g., purchasing, procurement, sourcing) in its broadest form refers w we
prucesses wan ciable the progress of value from raw material to final customer and back to

l'edp(‘; on and final Aicnacifinn

efers to the coordination of all the activities

involvea win tne now ana transtormation of supplies, products, and information throughout
the supply chain to the ultimate consumer. It integrates the functions of operations manage-
ment, logistics management, supply management, and marketing channel management so
that products are produced and distributed in the right quantities, to the right locations, and
al the right times. It includes activities like manufacturing, research, sales, advertising, and
shipping. SCM involves all entities that facilitate product distribution and benefit from
cooperative efforts, including suppliers of raw materials and other components to make
goods and services, logistics and transportation firms, communication firms, and other firms
that indirectly take part in marketing exchanges. Supply-chain managers must encourage
cooperation between organizations in the supply chain and understand the trade-offs
required to achieve optimal levels of efficiency and service.

In an efficient supply chain, upstream firms provide direct or indirect input to make the
product, and downstream firms are responsible for delivery of the product and after-market
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through achieving synergy among operations management, logistics management, and
supply management. Provid : customer satisfaction shoulc e the driving force behind
marketing channel decisions. Buyers’ needs and behaviors are therefore important concerns
of channel members.

Some marketing channels are direct, meaning that the product goes straight from the
producer to the customer. For instance, when you buy fruit from a farm stand, the product goes
straight from the mannfacturer to the customer. Most channels, however, have one or more

hat link producers to other intermediaries or to ultimate consumers
uwvugy conuacia anaugeents or through the purchase and resale of products, Marketing in-
termediaries perform the activities described in Table 13.1. They also play key roles in customer
relationship management, not only through their distribution activities but also by maintaining
databases and information systems to help all members of the marketing channel maintain ef-
fective customer relationships. For example, UltraShip TMS provides transportation manage-
ment software to streamline logistics and create efficiencies throughout the supply chain.?

Wholesalers and retailers are examples of intermediaties. Wholesalers buy and resell
products to other wholesalers, retailers, and industrial customers. Retailers purchase prod-
ucts and resell them to 2 end consumers. Consider your local supermarket, which probably
purchased the Advil on its shelves from a wholesaler. The wholesaler purchased that pain
medicine, along with other over-the-counter and prescription drugs, from manufacturers like
McNeil Consumer Healtheare.

13-2a

Although if is not necessary to make marketing channel decisions before other marketing
decisions, they can have a strong influence on the other elements of the marketing mix (i.e.,
product, pricing, and promotion). Channel decisions are critical because they determine
a product’s market presence and accessibility. Without marketing channel operations that
reach the right customers at the right time, even the best goods and services will not be suc-
cessful. Consider that small businesses are likely to purchase computers from chain specialty
stores, such as Best Buy and Staples, putting computer companies without distribution
through these outlets at a disadvantage. In fact, even Dell—which pioneered the direct-sales
model in the computer industry—also sells its computers at Best Buy. The option of buying
Dell systems directly from Dell or in retail stores like Best Buy means that customers can
purchase what they need when and where they want, The in-store option gives customers a
chance to test out computers in person before making a purchase,

Marketing channel decisions have strategic significance because they generally entail
long-term commitments among a variety of firms (e.g., suppliers, logistics providers, and

Analyze sales data and other information in databases and information systems,
Perform or commission marketing research.

Establish strater  and tactic [ s for developing customer relationships and

organizational productivity.

Choase product assortments that match the needs of customers. Cooperate with
channel members to develop partnerships.

Set promotional objectives. Coordinate adverti g, personal s ag, sales promotion,

publicity, and packaging.

Establist ricing pc ies and terms of sales.

Manage transportation, warehousing, materials handling, inventory control, and
communication.
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Competition is another important factor for supply-chain managers to consider. The suc-
cess or failure of a competitor’s marketing channel may encourage or dissnade an organi-
zation from taking a sim r approach. Inz ighly competitive market, it is important for a
company tc  zep its costs low so it can offer lower prices than its competitors if necessary.

Environmental forces can play a role in channel selection. Adverse economic conditions
might force an organization to use a low-cost channel, even though it reduces customer
satisfaction, In contrast, a growing economy may allow a company to choose a channel that
previously had been too costly. New technology might allow an organizatior »add to or
modify its channel strategy, such as adding online retailing. Government regulations can
also affect channel selection. As labor and environmental regulations change, an organiza-
tion may be forced to modify its existing distribution channel structure to comply with new
laws. Firms might choose to enact such changes before they are mandated in order to appear
proactive. International governmental regulations can complicate the supply chain a great
deal, as laws vary from country to country.

When an organization believes that a current intermediary is not prownoting its products
adequately or offering the correct mix of services, it may reconsider its channel choices. In
these instances, the company may choose another channel member to handle its products; it
may select a new intermediary; or it might choose to eliminate intermediaries altogether and
perform the functions itself,

13-3

In addition to deciding which marketing channels to use to distribute a product, marketers
must determine the appropriate intensity of coverage—that is, the number and kinds of outlets
in which a product will be sold. This decision depends on the characteristics of the product
and the target market. To achieve the desired intensity of market coverage, distribution must
correspond to behavior patterus of buyers. In Chapter 10, we divided consumer products into
four categories—convenience, shopping, specialty, and unsought—according to how consum-
ers make purchases. In considering products for purchase, consumers take into account such
factors as replacement rate, product adjustment (services), duration of consumption, and time
required to locate the product.” These variables directly affect the intensity of market coverage.
The three major levels of market coverage are intensive, selective, and exclusive distribution.

ats for distributing a product. Intensive
reasris s s G o s prvseees o nav© @ Nigh replacement rate, require almost no
service, and are ofter ought based on price cues. Most convenience products like bread,
chewing gum, soft drinks, and newspapers are marketed through intensive distribution.
Multiple channels may be used to sell through all possible outlets. For example, goods such
as soft drinks, snacks, laundry detergent, and pain relievers are available at convenience
stores, service stations, supermarkets, discount stores, and other types of retailers. To satisfy
consumers seeking to buy these products, they nust be available at a store nearby and be
obtained with minimal search time. For these products, consumers want speed in obtaining
them while receiving a reliable level of quality and flexibility to buy the product wherever
it is most convenient for them at the lowest price possible. Sales of low-cost convenience
products may be directly related to product availability.
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Most vertical marketing systens take one of three forms: corporate, administered, or
contractual. A corporate VMS combines all stages of the marketing channel, from producers
to consumers, under a single owner. For example, the Inditex Group, which owns popular
clothing retailer Zara, utilizes a corporate VMS to achieve channel efficiencies and maintain
a maximum amount of control over the supply chain. Zara’s clothing is trendy, requiring the
shortest time possible from product developiment to offering the clothing in stores. Inventory
is characterized by very high turnover and frequent changes. Because it has contro! over all
stages of the supply chain, Inditex can maintain an advantage through speed and keeping
prices low.'® Supermarket chains that own food-processing plants and large retailers that
purchase wholesaling and production facilities are other examples of corporate VMSs,

In an administered VMS, channel members are independent, but informal coordination
achieves a high level of interorganizational management. Members of an administered VMS
may adopt uniform accounting and ordering procedures and cooperate in promotional activi-
ties for the benefit of all partners. Although individual channel members maintain autonomy,
as in conventional marketing channels, one channel member (such as a producer or large
retailer) dominates the administered VMS so that distribution decisions take the whole
system into account,

A contractual VMS is the most popular type of vertical marketing system. Channel mem-
bers are linked by legal agreements spelling out each member’s rights and obligations,
Franchise organizations, snch as McDonald’s and KFC, are contractual VMSs. Other con-
tractual YMSs include wholesaler-sponsored groups in which independent retailers ban
together under the contractual leadership of a wholesaler, Retailer-sponsored cooperatives,
which own and operate their own wholesalers, are a third type of contractual VMS. Ace
Hardware is a retail cooperative of 4,794 stores with revenues of $4.7 billion and strong
growth despite competition from big box stores like Home Depot and Lowe’s. Each Ace
Hardware store contributes to advertising and marketing for the whole group and can
capitalize on the well-known brand to build their neighborhood stores.!”?

Camhining nrmanizatinne ot tha came level of operation under one management constitutes
An organization may integrate horizontally by merging
ie level in the marketing channel. The owner of a dry-
cleaning firm, for example, might buy and combine several other existing dry-cleaning
establishments. Likewise, Sherwin-Williams acquired rival paint firm Valspar for
$11.3 billion in part to fast-track its move into international markets.'®
Although horizontal integration permits efficiencies and economies of scale in purchas-
ing, marketing research, advertising, and specialized personnel, it is not always the most
effective method of improving distribution, Problems that come with increased size often
follow, resulting in decreased flexibility, difficulties coordinating between menbers, and the
need for additional marketing research and large-scale planning. Unless distribution func-
tions for the various units can be performed more efficiently under unified management than
under the previously separate managements, horizontal integration will neither reduce costs
nor improve the competitive position of the integrating firm.

Tuets

ing,
mventory management, materials nandling, warehousing, and transportation, Physical distri-
bution systems must meet the needs of both the supply chain and ultimate consumers.
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distribution costs may be a minor consideration when compared with service, dependability,
and timeliness.

Although physical distribution managers try fo minimize the costs associated with order
processing, inventory management, materials handling, warehousing, and transportation,
decreasing the costs in one area often raises them in another, Figure 13.5 shows the percent-
age of total costs that physical distribution functions represent. A total-cost approach to
physical distribution that takes into account all these different functions enables managers
to view physical distribution as a system and shifts the emphasis from lowering the costs of
individual activities to minimizing overs costs,

Physical distribution managers must therefore be sensitive to the issue of cost trade-offs.
Trade-offs are strategic decisions to combine {(and recombine) resources for greatest cost-
effectiveness. The goal is not always to find the lowest cost. Higher costs in one functional
area of a distribution system may be necessary to achieve lower costs in another. When dis-
tribution managers regard the system as a network of integrated functions, trade-offs become
useful tools in implementing a unified, cost-effective distritmitinn ctearaos,

Another important goal of physical distribution involve: the time needed to
complete a process. For instance, reducing cycle time while maimtmng or reducing costs
and/or maintaining or increasing customer service is a winning combination in supply chains
and ultimately results in greater customer satisfaction, Firms should look for ways to reduce
cycle time while maintaining or reducing costs and maintaining or improving custoiner ser-
vice. Consider Dollar Shave Club, which grew from a tiny business with an irreverent viral
video fo a large business that ships razor blades to subscribers across the country, To reduce
cycle time while maintaining  igh customer satisfaction and quality, the company turned to
a third-party logistics specialist, which allowed it to focus on providing excellent customer
service while ensuring on-time deliveries to subscribers,?' In the rest of this section, we
take a closer look at a variety of physical distribution activities, including order processing,
inventory management, materials handling, warehousing, and transportation.

nsmission of sales order information. Although man-
agernenl someurmes overlooks e unportance of these activities, efficient order processing
facilitates product flow. Computerized order processing provides a platform for informa-
tion management, allowing all supply-chain members to increase their productivity. When
carried out quickly and accurately, order processing contributes to customer satisfaction,
decreased costs and cycle time, and increased profits,

Order processing entails three main tasks: order entry, order handling, and order
delivery. Order entry begins when customers or salespeople place purchase orders via
customer-service counter, telephone, regular mail, e-mail, or a website, Electronic order-
ing has become the most commen, It is less time consuming than a paper-based ordering
system and reduces costs, In some companies, sales representatives receive and enter
orders personally and also handle complaints, prepare progress reports, and forward sales
order information.

Order handling involves several tasks. Once an order is entered, it is transmitted to a
warehouse to verify product availability and, if necessary, to the credit department to set
terms and prices, and to check the customer’s credit rating. If the credit department approves
the purchase, warehouse personnel assemble the order. In many warehouses this step is car-
ried out by automated machines. If the requested product is not in stock, a production order
is sent to the factory, or the customer is offered a substitute.

When the order has been assembled and packed for shipment, the warehouse schedules
delivery with a carrier. If the customer pays for rush service, overnight delivery by a mail
carrier is used. The customer is then sent an invoice, inventory records are adjusted, and the
order is delivered.

Whether a company uses a manual or an electronic order-processing system depends on
which method provides the greater speed and accuracy within cost limits. Manual processing
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and firms seek to find the most efficient methods possible, intermodal shipping has
gained popularity,

Sneciatized ontesonrcing agencies provide other forms of transport coordination. Known
as these firms combine shipments from several organizations into
elocicin s sizes, winan loads (less than 500 pounds) are much more expensive to ship
than full carloads or truckloads and may make shipping cost-prohibitive for smaller firms,
Freight forwarders help such firms by consolidating small loads from various organizations
to allow them to collectively qualify for lower rates. Freight forwarders’ profits come from
the margin between the higher rates firms would have to pay and the lower carload rates the
freight forwarder pays for full loads. Because large shipments also require less handling,
freight forwarders can reduce delivery time and the likelihood of shipment damage. Freight
forwarders also have the insight to determine the most efficient carriers and routes and are
useful for shipping goods to foreign markets. Some companies prefer to outsource their ship-
ping to freight forwarders because the forwarders provide door-ta-door sarvice,

Another transportation innovation is the development o freight transpor-
tation companies that offer several shipment methods, incluuiug tan, uucs, and air service.
Prior to the development of megacarriers, transportation companies generally only special-
ized in one mode, To compete with megacarriers, air carriers have increased their ground-
transportation services. As the range of transportation alternatives expands, carriers also put
greater emphasis on customer service in order to gain a competitive advantage.

The numerous federal, state, and local laws governing distribution channel management in
the United States are based on the principle that the public is best served by protecting com-
petition and free trade. Under the authority of such federal legislation as the Sherman Anti-
trust Act and the Federal Trade Commission Act, courts and regulatory agencies determine
under what circumstances channel management practices violate this underlying principle
and must be restricted, Although channel managers are not expected to be legal expetts, they
should be aware that attempts to control distribution functions may have legal repercussions.
When shipping internationally, managers must also be aware of international laws and regu-
lations that might affect their distribution activities. The following practices are among those
frequently subject to legal restraint,

13-6a

To tighten control over product distribution, a manufacturer may try to prohibit intermediaries
from selling outside of designated sales territories. Intermediaries themselves often favor this
practice because it provides them with exclusive territories where they can minimize competi-
tion. Over the years, courts have adopted conflicting positions in regard to restricted sales ter-
ritories. Although the courts have deemed restricted sales territories a restraint of trade among
intermediaries handling the same brands (except for small or newly established companies),
they have also held that exclusive territories can actually promote competition among dealers
handling different brands. At present, the producer’s intent in establishing restricted territories
and the overall effect of doing so on the market is evaluated on a case-by-case basis.

13-6b

When a supplier (usually a manufacturer or franchiser) furnishes a product to a channel
member with the stipulation that the channel member must purchase other products as
well, it has negotiated : suppliers may inplement tying agreements as
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The supply chain includes all entities—shippers and other
firms that facilitate distribution, producers, wholesalers,
and retailers—that distribute products and benpefit from
cooperative efforts,

13-2

A marketing channel, or channel of distribution, is a group
of individuals and organizations that direct the flow of prod-
ucts from producers to customers. The major role of mar-
keting channels is to make products available at the right
time, at the right price, in the right place, and in the right
amounts. In most channels of distribution, producers and
consumers are linked by marketing intermediaries. The two
major types of intermediaries ate retailers, which purchase
products and resell them to ultimate consumers, and whole-
salers, which buy and resell products to other wholesalers,
retailers, and business customers.

Marketing channels serve many functions. They create
time, place, and possession utilities by making products
available when, where, and at the price customiers want and
providing customers with access to product use through
sale or rental. Marketing intermediaries facilitate exchange
efficiencies, often reducing the costs of exchanges by per-
forming certain services and functions. Although some crit-
ics suggest eliminating wholesalers, the functions of the
intermediaries in the inarketing channel must be performed.
As such, eliminating intermediaries results in other organi-
zations in the channel having to perform those functions.
Because intermediaries serve both producers and buyers,
they reduce the total number of transactions that otherwise
woulid be needed to move produicts from producer to the end
customer.

Channels of distribution are broadly classified as chan-
nels for consumer products and for business products.
Within these two broad categories, different products require
different channels. Although consumer goods can move di-
rectly from producer to consumers, consumer channels that
include whoiesalers and retailers are inore economical for
many goods. Distribution of business products differs from
that of consumer products in the types of channels used,
A direct distribution channel is most common in business
marketing. Also used are channels containing industrial
distributors, manufacturvers’ agents, and a combination of
agents and distributors. Most producers have multiple or
dual channels so the distribution system can be adjusted for
various target markets.

A strategic channel alliance exists when the products
of one firm are distributed through the marketing chan-
nels of another. Multichannel distribution—the use of a
variety of marketing channels to ensure maximum dis-
tribution—is increasingly used to reach target customers
wherever and whenever they may choose to interact with
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a company or its products. Some products use digital dis-
tribution to deliver content through the Internet to a com-
puter or other device. It is important to recognize that the
line between different marketing channels is becoming
increasingly blurred.

Selecting an appropriate marketing channel is a crucial
decision for supply-chain imanagers. To determine which
channel is most appropriate, managers must think about
customer characteristics, the type of organization, product
attributes, competition, environmental forces, and the avail-
ability and characteristics of intermediaries. Careful consid-
eration of these factors will assist a supply-chain manager
in selecting the correct channel.

13-3

An effeuive LUGLRGLILE CLIALILG 13 LIALIaEUL UL LUy pi'Od-
ucts receive appropriate market coverage. There are three
levels of market coverage: intensive, selective, and exclu-
sive, Different types of products are best handled using dif-
ferent intensities of market coverage. In choosing intensive
distribution, producers strive to make a product available
to all possible deaters. Tu selective distribution, only scme
outlets in an area are chosen to distribute a product that
requires more consideration and effort on the part of the
consumer before purchase. Exclusive distribution is used
for more expensive items and usually gives a single dealer
rights to sell a product in a large geographic area.

13-4

Each channel member pertorms a ditferent role in the sys-
tem and agrees to accept certain rights, responsibilities,
rewards, and sanctions for nonconformity. Although many
marketing channels are determined by consensus, some
are organized and controlled by a single leader, or channel
captain. A channel captain may be a producer, wholesaler,
or retailer. A marketing channel functions most effectively
when members cooperate. When members deviate from or
ignore their roles, channel conflict can arise.

Channel mewnbers can transfer, butnoteliminate, supply-
chain functions. When various channel stages are com-
bined under a single channel captain this is called channel
integration. Vertical integration combines two or more
stages of the distribution channel under one management,
A vertical marketing system (VMS) is managed centrally
for the mutual benefit of all channel members. Vertical
marketing systems may take corporate, administered, or
contractual forms. Horizontal integration combines institu-
tions at the same level of channel operation under a single
management. Horizontal integration can be problematic in
that it may not reduce costs, nor improve the competitive-
ness, of a firm.
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multichannel distribution
339
digital distribution 340
intensive distribution 342
selective distribution 343
exclusive distribution
343
channel captain 345
channel power 345
vertical channel integration
347
vertical marketing system
(VMS) 347

1. Define supply-chain management. Why is it important?

horizontal channel
integration 348

physical distribution 348

third-party logistics (3PL)
fum 349

cycle time 350

order processing 350

electronic data interchange
(EDI) 351

inventory management
351

just-in-time (JIT) 351

materials handling 352

radio-frequency identifica-
tion (RFID) 352
warehousing 352
private warehouses 353
public warehouses 353
distribution centers 353
transpottation 354
intermodal transportation
355
freight forwarders 356
megacarriers 356
tying agreement 356
exclusive dealing 357

8. Identify and describe the factors that may influence

2. Describe the major functions of marketing channels.
Why are these functions better accomplished through
the combined efforts of channel members?

3. List several reasons consumers often blame intermedi-
aries for distribution inefficiencies.

4. Compare and contrast the four major types of market-
ing channels for consumer products. Through which
type of channel is each of the following products most
likely to be distributed?

a. New automobiles

b, Saltine crackers

c. Cut-your-own Christmas trees
d. New textbooks

e. Sofas

f. Soft drinks

5. Outline the four most common channels for business
products, Describe the products or situations that lead
marketers to choose each channel,

6. Describe an industrial distributor. What types of
products are marketed through an industrial
distributor?

7. Under what conditions is a producer most likely to use
more than one marketing channel?

10

11.

12.

13.

14,

15.

16.

marketing channel selection decisions,

. Explain the differences among intensive, selective, and

exclusive methods of distribution.

“Channel] cooperation requires that members support
the overall channel goals to achieve individual goals.”
Comment on this statement,

Explain the major characteristics of each of the three
types of vertical marketing systems (VMSs): corporate,
administered, and contractual.

Discuss the cost and service trade-offs involved in
developing a physical distribution system.

What are the main tasks involved in order processing?
Explain the trade-offs that inventory managers face
when they reorder products or supplies, How is the
reorder point computed?

Explain the major differences between private and
public warehouses. How do they differ from a distribu-
tion center?

Compare and contrast the five major

transportation modes in terms of cost, speed, and
dependability.

. Under what conditions are tying agreements, exclusive

dealing, and dual distribution judged illegal?












364

Ml transactions
wi v @ buyer intends
to consume the product
through personal, family,
or household use

n organization

ases products
for the purpose of
reselling them to ultimate
consumers

Loy g s
distribution channels that

complement brick-
and-mortar stores with
websites, catalogs, and
apps where consumers
can research products,
read other buyers’ reviews,
and make actual purchases

Part 5 | Distribution Decisions

Retailers like Target are the most visible and accessible marketing channel members to
consumers, They represent an important link in the marketing channel because they are both
marketers for and customers of producers and wholesalers. They perform many supply-chain
functions, such as buying, selling, grading, risk taking, and developing and maintaining
information databases about customers. Retailers are in a strategic position to develop
relationships with consumers and partnerships with producers and intermediaries in the
marketing channel.

In this chapter, we examine the nature of retailing, direct marketing, and wholesaling
and their roles in supplying consumers with goods and services, First, we identify the major
types of retail stores and explore strategic issues in retailing: location, retail technology,
retail positioning, store image, and category management. Next, we discuss direct market-
ing, including online retailing, catalog marketing, direct-response marketing, telemarketing,
and television home shopping. We also explore direct selling and vending. Then we look
at the strengths and weaknesses of franchising, a popular form of retailing. Finally, we ex-
amine the importance of wholesalers in marketing channels, including their functions
and classifications.

141

ends
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o i s s v v sk wasteie . 2 anaullE]]
most retailers’ sales are made directly to the consumer, nonretail transactions occur occa-
sionally, when retailers sell products to other businesses.

Retailing is vital to the U.S. economy. Every time you buy a meal, a smartphone, a
movie ticket, or some other product from a retailer, the money you spend flows through the
economy to the store’s employees, to the government, and to other businesses and consum-
ers. There are 3.8 million retail establishments in the United States, and they employ nearly
29 million people. Retailers contribute $1.2 trillion, or 7.7 percent, directly to the U.S. gross
domestic product.?

Retailers add value for customers by providing services and assisting in making product
selections. They can also enhance consumers’ perception of the value of products by making
buyers’ shopping experiences easier or more convenient, such as providing free delivery or
offering a mobile shopping option. Retailers can facilitate comparison shopping to allow
customers to evaluate different options. For example, car dealerships often cluster in the
same general vicinity, as do furniture stores. Product value is also enhanced when retail-
ers offer services, such as technical advice, delivery, credit, and repair. Finally, retail sales
personnel are trained fo be able to demonstrate to customers how products can satisfy their
needs or solve problems,

Retailers can add significant value to the supply chain, representing a critical link
between producers and ultimate consumers by providing the environment in which
exchanges occur. Retailers play a major role in creating time, place, and possession utility,
and, in some cases, form utility. Retailers perform marketing functions that benefit ultimate
consumers by making available broad arrays of products that can satisfy their needs,

Historically, retail stores have offered consumers a physical place to browse and compare
merchandise in order to find what they need. However, traditional retailing is evolving to
address changing consumer demographics and buyiug behavior and adent new tachnnlasiec
to improve the shopping experience. Many retailers now engage ir
by employing multiple distribution channels that complement their vrk-auu-1nonar siores
with websites, catalogs, and apps where consumers can research products, read other buyers’
reviews, and make actmal purchases. The most effective multichannel retail strategies inte-
grate the firm’s goals, products, systems, and technologies seamlessly across all platforms
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Large organization oftering a wide product mix and
organized into separate departments

Self-service, general-merchandise store offering brand-
name and private-brand products at low prices

Small, self-service store offering narrow product
assortment in convenient locations

Self-service store offering complete line of food
products and some non-food products

Giant outlet offering all food and non-food products
found in supermarkets, as well as most routinely
purchased products

Combination supermarket and discount store, larger
than a superstore

Large-scale, members-only establishments combining
cash-and-carry wholesaling with discount retailing

Facility in a large, low-cost building with large
on -emises inventories and minimal service

Macy's, Sears, JCPenney
Walmart, Target, Dollar
General

7-Eleven, Allsup's
Kroger, Safeway, Publix,
HEB

Walmart Supercenters,
SuperTarget

Carrefour, Luly

Sam’s Club, Costco

IKEA

department stores, a large proportion of sales comes from apparel, accessories, and
cosmetics. Most carry a broad assortment of other products as well, including gift items,
luggage, electronics, home accessories, and sports equipment. Some department stores
offer services, such as automobile insurance, hair care, income tax preparation, and trave!
and optical services. In some cases, space for these specialized services is leased to other
businesses, with proprietors managing their own operations and paying rent to the store,
Most department stores also sell products through websites, which can service customers
who live in smaller markets where they have no access to a store or who prefer to shop
online or through apps.

Department stores are distinctly service-oriented. Their total product may include credit,
delivery, personal assistance, merchandise returns, and a pleasant atmosphere. Although
some so-called department stores are actually large, departmentalized specialty stores, most
department stores are shopping stores. Consumers can compare price, quality, and service
at one store with competing stores. Along with large discount stores, department stores are
often considered retailing leaders in a community and are gener:  found in areas with
populations of more than 50,000. However, in recent years, department stores have faced
intense competition from discount stores and online retailing, and many chains have closed
stores to reduce costs.

service, general-merchandise outlets that regularly offer brand-

naws anu povas-uranu products at low prices, Discounters accept lower pl'Oﬁt margins than
conventional retailers in exchange for high sales volume. To keep inventory turnover high,
they carry a wide, but carefully selected, assortment of products, from appliances to house-
wares to clothing. Major discount establishments also otfer food products, toys, automotive
services, garden supplies, and sports equipment.

Walmart and Target have grown to become not only the largest discount stores in the
country, but some of the largest retailers in the world. Walmart is the world’s largest retailer,
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than 5,000 square feet, open 24 hours a day and 7 days a week, and stock about 500 items.
The convenience store concept was developed in 1927 when Southland Ice in Dallas began
stocking basics such as milk and eggs in addition to ice for customers who wanted to replen-
ish their supplies. In addition to national chains, there are many family-owned independent
convenience stores,

e, self-service stores that carry a complete line of food products and
suiue nun-wuy prouucts such as cosmetics and nonprescription drugs. Supermarkets are
arranged by department for maximum efficiency in stocking and handling products, but have
central checkout facilities. They offer lower prices than smaller neighborhood grocery stores,
usually provide free parking, and may also provide services such as check cashing,

Consummers make the majority of their grocery purchases in supermarkets. However,
increased availability of grocery items at discount stores and other competitors have eroded
supermarkets’ market share of the grocery segment. In larger cities, online grocers have
reduced the need to go to grocery stores and put pressure on supermarkets to increase mar-
keting efforts and make shopping more convenient. Retailers like Kroger, Whole Foods, and
Costco have partnered with Instacart to provide personal shopping and pick-up or delivery
services in mauy metropolitan areas. Safeway and Publix supermarket chains offer their own
delivery services,

Another type of supermarket that may take back market share from discount stores is
the hard discounter. Hard discounters maintain a no-frills environment and have a minimal
assortment of goods they can sell at very low prices. These supermarkets first emerged in
Europe. Now German grocery chaius Aldi and Lidl have expanded outside of Europe and
into the United States,

1originated in Europe, are giant retail outlets that carry not only the food
and non-tood products ordinarily found in supermarkets, but also routinely purchased con-
sumer products such as housewares, hardware, small appliances, clothing, and personal-care
products. Superstores combine features of discount stores and supermarkets and generally
carry about four times as many items as supermarkets. Superstores also offer additional ser-
vices, including dry cleaning, antomotive repair, check cashing, and bill paying. Examples
include Walmart Supercenters, some Kroger stores, and SuperTarget stores.

To cut handling and inventory costs, superstores use sophisticated operating techniques
and ofleu have tall shelving that displays entire assortments of products. Superstores can
occupy an area of as much as 200,000 square feet (compared with 45,000 square feet in
traditional supermarkets). Sales volume is typically two to three times that of supermarkets,
partly because locations near good transportation networks help generate the in-store traffic
needed for profitability.

i supermarket and discount store shopping in one location. Larger
Cpemmmmmes e, 2 ANge from 225,000 to 325,000 square feet and offer 45,000 to 60,000

different types of low-priced products. They commonly aliocate 40 to 50 percent of their
space to grocery products and the remainder to general merchandise, including apparel,
appliances, housewares, jewelry, hardware, and automotive supplies. Many also lease space
to noncompeting bnsiuesses such as banks, optical shops, and fast-food restaurants. All
hypermarkets focus on low prices and vast selections.

Retailers have struggled with introducing the hypermarket concept in the United States.
Although Kmart, Walmart, and Carrefour all opened hypermarkets in the United States,
most of these stores ultimately closed. Such stores may be too large for time-constrained
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Most retailers today have websites that, at a minimum, tell shoppers where they are,
what their hours are, who they are, and what they sell. Many small retailers’ websites
highlight products in current inventory even if they are unable to offer online transactions.
For most retailers, though, a website where customers can research products, purchase them,
and otherwise interact with the firm is vital, Larger retailers such as Starbucks, Bank of
America, and Amazen now have their own apps for customers to carry out those activities
on their tablet or smartphone wherever they may be. Starbucks” app, for example, allows
customers to order and pay right from their phone and accumulate loyalty reward points.

Retailers of all sizes can take advantage of technology to improve the store experience
for a variety of customers. One way is through the use of beacons that can send reai-time
messages and offers to customers with Bleetooth-enabled smartphones, They are in-
creasingly being used in airports, sports stadiums, hotels, fast-food restaurants, and bank
branches, Citibank, for example, is using beacons in some branches to enable some custom-
ers after-hours entry using their iPhone or Apple Watch. '?

There are a number of exciting new technologies designed to improve consumers’ shop-
ping experience whether they are in the store or at home shopping online, At some Ralph
Lauren and Rebecca Minkoff stores, for example, smart mirrors can improve the dressing
room experience by letting customers view clothing in ditferent light and request a clerk bring
the item in different colors or sizes without having to leave the dressing room, Soon, they’ll
be able to purchase the item via their smartphone before leaving the dressing room as well.?
Virtual fit lets shoppers see how a product, such as eyeglasses, might look on them, using the
cameras built into today’s computers and smart devices. Self-checkout lets shoppers scan the
items in their own shopping cart with their smartphone and pay for the merchandise out of a
digital wallet, such as Apple Pay, so they don’t have to wait in line. The technology even allows
shoppers who subscribe to loyalty programs to get their rewards as they scan their own items.™

The reality is that evolving consumer demographics and preferences is spurring retailers
to adapt in a variety of ways that are blurring the line between the various types of retailers
more than ever before. Consider that most shoppers now researct  roducts online and then
head to the nearest store to make the actual purchase—a practice sometimes called web-
roonting. For most consumers, there is no clear line between the brick-and-mortar store, the

Domino’s AnyWare for Ordering Anywhere

enever and wherever customers want to

rder a pizza or another menu item, Domino’s
Is ready with AnyWare, its anywhere-technology
initiative. The idea is to give customers choices and
make ordering quick and convenient, whether by
calling, texting, tweeting, clicking, tapping, or say-
ing a phrase.

Customers can always  al up Domino’s. But

if they're on the go and want to order via smart-
phone app, Domino's can make it happen. In fact,
Domino's now has zero-« k ordering, accessible by
smartphone or Apple Watch. Customers enter their
favorite orders in advance and provide payment
and delivery details. Then they're ready to order by
simply opening the app. After a 10-second delay
to allow for changes (such as adding a beverage or
requesting a new topping), the order goes to the

nearest Domino’s for delivery. Similarly, Twitter
users can set up a favorite order in advance, includ-
ing payment and delivery details, then place an
order by tweeting a pizza emoji. Facebook users
can use Facebook Messenger to order. Customers
who own a voice-activated speaker made by
Amazon or Google can order by talking to Alexa or
Google Home.

Domino’s has built a $9 billion business by mak-
ing ordering easy. Already, 60 percent of Domino’s
orders are placed without a traditional phone call,
and two-thirds of those orders involve a mobile
device. Soon, Domino’s AnyWare experts will
introduce new options supported by artificial
intelligence—the same technology that powers
Amazon's Alexa and Google's voice-activated
devices.®
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and encourage patrons to indulge in multiple courses. Many retailers employ scent, espe-
cially food aromas, to attract customers. Most consumers expect the scent of a store to be
congruent with the products that are sold there. For example, Starbucks should smell like its
coffee, Panera like its freshly baked bread, and Yankee Candle like its scented candles. Stud-
ies show that scents which consumers can process easily tend to increase spending, whereas
more complex scents do not."” Online retailers are not exempt from concern over atmospher-
ics either. Such elements as the layout of a site and the content of digital ads that appear on
that site can affect consumer mood and shopping behavior. '*

maging groups of similar, often substitut-
wuiv prosucs prosucea vy e wanuaceae s, It developed in the food industry because
supermarkets were concerned about competitive behavior amoug manufacturers, Supermar-
kets use category management to allocate space for their many product categories, such as
cosmetics, cereals, and soups. The assortment of merchandise a store chooses is strategic
and meant to improve sales and enhance customer satisfaction.

Category management is part of developing a collaborative supply chain, which en-
hances value for customers. Successful category management involves collecting and
analyzing data on sales and consumers and sharing the mformation between the retailer and
manufacturer. Walmart, for example, has developed strong supplier relationships with major
manufacturers like Procter & Gamble. Collaborative supply chains should designate one
source to develop a system for collecting information on demand, cousumer behavior, and
optimal product allocations. The key is cooperative interaction between the manufacturers
of category products and the retailer to create maximum success for all parties in the supply
chain. Because category management can be such an important consideration for retailers,
many global firms belong to the Category Management Association, which provides net-
working opportunities and information for member firms.'?

Although retailers are the most visible members of the supply chain, many products are
sold outside the confines of a retail store. Direct selling and direct marketing account for
an increasing proportion of product sales globally. Products also may be sold in automatic
vending machines, but these account for a very small minority of all retail sales.

phone, Internet, and nonpersonal media to communi-

AL PLULUGL ALIU UTZANIZatonal InIormation to customers, who can then purchase products
via mail, telephone, or the Internet. Direct marketing is one type of nonstore retailing. Sales
through direct marketing activities are significant, accounting for about 8.5 percent of the
Upitad Statee’ entire (NP2

s the selling of products outside the confines of a retail facility, It is a
forin v uirect markenny that accounts for an increasing percentage of total retail sales, particu-
larly as online retailing becomes more prevalent, Direct marketing can occur through online retail-
ing, catalog marketing, direct-response marketing, telemarketing, and television home shopping.

oducts available to buyers through Internet connections. Online re-
Laug 15 a taplary-growing segment that most retailers view as vital to business, Online retail
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gaining widespread popularity. You may have heard of the Shake Weight, Snuggie, and
Magic Bullet—all of which became popular through direct-response television marketing
campaigns. Direct-response marketing is also conducted by sending letters, samples,
brochures, or booklets to prospects on a mailing list and asking that they order the advertised
products by mail or telephone. In general, products must be priced above $20 to justify the
advertising and distribution costs associated with direct-response marketing,

A number of organizatinne nea the talgphone to strengthen the effectiveness of traditional
marketing methods s the performance of marketing-related activities

by telephone. Some vigamusauvus use a prescreened list of prospective clients,
Telemarketing can help to generate sales leads, improve customer service, speed up
payments on past-due accounts, raise funds for nonprofit organizations, and gather
marketing data,

However, increasingly restrictive telemarketing laws have made it a less appealing mar-
keting method. In 2003, the U.S. Congress implemented a national do-not-cail registry, which
has more than 223 million nunbers on it. The Federal Trade Commission (FTC) enforces
violations, and companies are subject to fines of up to $16,000 for each call inade to num-
bers on the list. The Federal Cominunications Commission (FCC) ruled that companies are
no longer allowed to call customers using prerecorded marketing calls—‘robocalls”—and
require an “opt-out” mechanism for consumers who do not wish to receive calls. Companies
that ace still allowed to make telemarketing phone calls must pay for access to the do-not-call
registry and must obtain updated numbers from the registry at least every three days. Certain
exceptions do apply to no-call lists, For example, charitable, political, and telephone survey
organizations are not restricted by the national registry. However, new technologies and
less expensive calling rates mean that some unscrupulous firms are ignoring the do-not-call
registry and nsing robocalls for telemarketing purposes. The FTC fined Consumer Education
Group $2.3 million for repeatedly making telemarketing calls to registered phone numbers.”

ucts to television viewers, encouraging them to
ULUBT LLULEL WL-1ee NUmpers and pay with credit cards. The Home Shopping Network
originated and popularized this format. The most popular products sold through television
home shopping are jewelry (40 percent of total sales), clothing, housewares, and electronics.
Most homes in the United States have access to at least one home shopping channel, with the
Home Shopping Network and QVC being the largest.

The television home shopping format offers several benefits. Products can be demon-
strated easily, and an adequate amount of time can be spent showing the product so view-
ers are well-informed. The length of time a product is shown depends not only on the time
required for performing demnnstrations, but also on whether the product is selling. Once
the calls peak and begin to d..Jine, hosts switch to a new product. Other benefits are that
customers can shop at their convenience and from the comfort of their homes.

? products fo ultimate consumers throngh face-to-face
swos proscnanons 4 nome or 1 the workplace. The top five global direct selling
companies are Amway, Avon, Herbalife, Vorwerk & Co., and Infinitus. Three of these com-
panies—Avon, Amway, and Herbalife—are based in the United States. Direct selling is a
highly valuable industry. Amway alone has nearly $9.5 billion in annual sales.? Direct selling
was once associated with door-to-door sales, but it has evolved into a professional industry
where most contacts with buyers are prearranged through electronic communication
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rants a dealer, or fran-
Glusee, Le TIENT T0 Sell progucts 1 exchange tor some type ot consideration, The franchisor
miay receive a percentage of total sales in exchange for furnishing equipment, buildings,
management know-how, and marketing assistance to the franchisee. The franchisee supplies
lahor and capital, operates the franchised business, and agrees to abide by the provisions of
the franchise agreement. Table 14.2 lists the leading U.S. franchises, as well as the types of
products they sell, number of franchise outlets, and start-up costs.

Because of changes in the infernational marketplace, shifting employment options in the
United States, the large 13.S. service economy, and corporate interest in nore joint-venture
activity, franchising is a very popular retail option, There are 732,842 franchise establish-
ments in the United States, which provide 7.6 million jobs across a variety of industries, and
generate $674 billion in sales.”

Franchising offers several advantages to both the franchisee and the franchisor. It enahles
a franchisee to start a business with limited capital and henefit from the business experi-
ence of others. Franchised outlets are generally more successful than independently owned
businesses. Generally speaking, franchises have lower failure rates than independent retail
establishments. However, franchise failure rates vary greatly depending on the particular
franchise. Nationally advertised franchises, such as Subway and Burger King, are often

1 /-Eleven tnc. $37,000-%1,600,000
Convenience store

2 McDonald's $1,000,000-%2,200,000
Fast food

3 Dunkin’ Donuts $229,000-%$1,700,000
Bakeries

4 The UPS Store $159,000-$435,000
Business support centers

5 Jimmy John's Gourmet Sandwiches $326,000-$555,000
Sandwiches

& Dairy Queen $361,000-%1,800,000
Fast foo

7 Ace Hardware $273,000-%1,600,000
Hardware

8 Wingstop Restaurants $303,000-$923,000
Chicken

9 Sport Clips $183,000-%$352,000
Haircare

10 RE/MAX LLC $38,000-%224,000

Real estate services

Source: “2017 Top Franchises frem Entrepreneur’s Franchise 500 List,” Entrepreneur, www.entreprensur.com
franchise500 (accessed March 10, 2017).
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information systems available to their supply-chain partners to facilitate order processing,
shipping, and product development and to share information about changing market condi-
tions and customer desires. As a result, some wholesalers play a key role in supply-chain
management decisions.

14-6a

Wholesalers provide essential services to both producers and retailers. By initiating sales
contacts with a producer and selling diverse products to retailers, wholesalers serve as an
extension of the producer’s sales force. Wholesalers also provide financial assistance, They
often pay for transporting goods, reduce a producer’s warehousing expenses and inventory
investiment by holding goods in inventory, extend credit and assume losses from buyers
who turn out to be poor credit risks, and can be a source of working capital when they buy
a producer’s output in cash. Wholesalers also serve as conduits for information within the
marketing channel, keeping producers up-to-date on market developments and passing along
the manufacturers’ promotional plans to other  ermediaries. Using wholesalers, therefore,
gives producers a distinct advantage because the specialized services that wholesalers per-
form allow producers to concentrate on developing and manufacturing products that match
customers’ needs and wants.

Wholesalers support retailers by assisting with marketing strategy, especially the distri-
bution component. Wholesalers also help retailers select inventory. They are often special-
ists on market conditions and experts at negotiating final purchases. In industries in which
obtaining supplies is important, skilled buying is indispensable. Effective wholesalers make
an effort to understand the businesses of their customers. They can reduce a retailer’s burden
of looking for and coordinating supply sources. If the wholesaler purchases for several
different buyers, expenses can be shared by all customers. Furthermore, whereas a manu-
facturer’s salesperson offers retailers only a few products at a time, independent wholesalers
always have a wide range of products available. Thus, through partnerships, wholesalers and
retailers can forge successful relationships for the benefit of customers. Organizations like
the National Association of Wholesaler-Distributors can provide firms with solutions to their
wholesaler issues, including finding fums that carry out various services.?

The distinction between services performed by wholesalers and those provided by other
businesses has blurred in recent years. Changes in the competitive nature « Susiness, espe-
cially the growth of strong retail chains like Walmart, Home Depot, and Best Buy, are alter-

g supply-chain relationships. In many product categories, such as  ctronics, furniture,
and even food products, retailers have discovered that they can deal directly with producers,
performing wholesaling activities themselves at a lower cost. However, when a wholesaler
is  minated from a marketing channel, wholesaling activities still have to be performed
by a member of the supply chain, whether a producer, retailer, or facilitating agency. Most
retailers can rely on computer technology to expedite ordering, track deliveries, and moni-
tor handling of goods. Thus, technology has allowed retailers to take over some wholesaling
functions.

14-6b

A wholesaler is classified according to several criteria, including whether it is independently
owned or owned by a producer, whether it takes title to (owns) the products it handles, the
range of services provided, and the breadth and depth of its product lines. Using these cri-
teria, we discuss three general types of wholesaling establishments: merchant wholesalers,
agents and brokers, and manufacturers’ sales branches and offices,

dently owned businesses that take title to goods, assume
r18Ks assoctated with ownership, and generally buy and resell products to other wholesalers,
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usually a single product line or a few items within a product lin re full
service, specialty-line wholesalers that own and maintain display racks in supermarkets,
drugstores, and discount and variety stores. They set up displays, mark merchandise, stock
shelves, and maintain billing and inventory records. Rack jobbers specialize in non-food
items with high profit margins, such as health and beauty aids, books, magazines, hosiery,
and greeting cards.

marketing services than do full service
wiholesalers and specialize in just a tew functions. Producers perform the remaining func-
tions or pass them on to customers or other intermediaries, Limited-service wholesalers
take title to merchandise, but often do not deliver the merchandise, grant credit, provide
marketing information, store inventory, or plan ahead for customers’ future needs. Because
they offer restricted services, limited-service wholesalers charge lower rates and have
smaller profit margins than do full service wholesalers. The decision about whether to use a
limited-service or a full service wholesaler depends on the structure of the marketing chan-
nel and the need to manage the supply chain to create a competitive advantage. Although
limited-service wholesalers are less common than other types, they are important in the
distribution of products like specialty foods, perishable items, construction materials,
and coal.
Table 14.3 summarizes the services provided by four typical limited-service wholesalers:
cash-and-carrv wholeealers trick wholesalers, drop shippers, and mail-order wholesalers.
ire intermediaries whose customers—usually small
vuseasey—pay vasi auu sunush transportation, Cash-and-carry wholesalers usually handle
a limited line of products with a high turnover rate, such as groceries, building materials,
and electrical or office supplies. Many small retailers that other types of wholesalers will
ot tode o because of their small size survive because of cash-and-carry wholesalers
sometimes called truck jobbers, transport a limited line of products directly
to customers tor on-the-spot inspection and selection. They are often small operators who
drive their own trucks. They usually have reenlar rantes, calling on retailers and other
institutions to determine their needs also known as desk jobbers, take
title to products and negotiate sales but never take actual possession of the products. They
forward orders from retailers, business buyers, or other wholesalers to manufacturers and
arrange for carload shipments of items to be delivered directly from producers to these
customers. They assume resprneihility for nendunte dnving the entire transaction, including
the costs of any unsold goods 1se catalogs instead of a sales force
to sell products to retail and business puyers. wnotesale mail-order houses generally feature

Physical possession of merchandise Yes Yes No Yes
Personal sales calls on customers No Yes No No
Information about market conditions No Some Yes Yes
Advice to customers No Some Yes No
Stocking and maintenance of merchandise in No No No No
customers’ stores

Credit to customers No No Yes Some

Delivery of merchandise to customers No Yes No No
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noncompeting product lines. They play a key role in advertising, marketing research, and
credit policies of the sellers they represent, at times even advising on product development
and nackaging

eceive goods on consignment from local sellers and negoti-
ate sales 1n large, central markets, Sometimes called fuctor merchants, these agents have
broad powers regarding prices and terms of sale. They specialize in obtaining the best price
possible under market conditions. Most often found in agricultural marketing, commission
merchants take possession of truckloads of commodities, arrange for necessary grading or
storage, and transport the commeodities to auction or markets where they are sold. When
sales are completed, the agents deduct a commission and the expense of making the sale and
turn over remaining profits to the producer, Commission merchants also offer planning as-
sistance and sometimes extend credit, but usually do not provide promotional suppott.

A broker’s primary purpose is to bring buyers and sellers together. Thus, brokers perform
fewer functions than other intermediaries. They are not involved in financing or physical
possession, have no authority to set prices, and assume almost no risks. Instead, they offer
customers specialized knowledge of a particular commodity and a network of established
contacts, Brokers are especially useful to sellers of products such as supermarket goods and
real estate. Food brokers, for example, connect food and general merchandise firms to retailer-
owned and merchant wholesalers, grocery chains, food processors, and business buyers.

Sometimes called manufacturers' wholesalere marnfarturare’ gales branches and offices
resemble merchant wholesalers’ operations e manufacturer-owned inter-
mediaries that sell products and provide support services to tne manufacturer’s sales foice.
Situated away from the manufacturing plant, they are nsually located where large customers
are concentrated and demand is high, They offer credit, deliver goods, give promotional
assistance, and furnish other services. Customers include retailers, business buyers, and
other wholesalers. Manufacturers of electric  supplies, plumbing supplies, lumber, and
autnmntive narte nften have branch operations.

re manufacturer-owned operations that provide services normally associ-
ated with agents. Like sales  inches, they are located away from manufacturing plants, but
unlike sales branches, they carry no inventory. A manufactnrer’s sales office (or branch) may
sell products that enhance the manufacturer’s own product line.

Manufacturers may set up these branches or offices to reach their customers more ef-
fectively by performing wholesaling functions themselves. A manufacturer also might set
up such a facility when specialized wholesaling services are not available through existing
intermediaries. Performing wholesaling and physical distribution activities through a manu-
facturer’s sales branch or office can strengthen supply-chain efficiency. In some situations,
though, a manufacturer may bypass its sales office o1 anches entirely—for example, if the
producer decides to serve large retailer customers directly.

are important inks in the marketing channel because they
are both marketers for and customers of wholesalers and
preducers. Retailers add value, provide services, and assist
in making product selections, Many retailers now engage
in multichannel retailing by empioying multiple distribu-
tion channels that complement their brick-and-mortar stores
with websites, catalogs, and apps.
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When considering expansion possibilities, Sephora ana-
lyzes its database of online customers to identify geographic
regions in which it has a sizable customer base. For exam-
ple, Sephora decided to open its first store in Colorado after
determining that many customers in the area were frequent
buyers of merchandise on Sephora.com. The company also
operates stores in shopping centers from coast to coast and
hundreds of smailer stores inside JCPenney department
stores (see this chapter’s Emerging Trends box).

Unlike some retailers, Sephora does not pay its employ-
ees (known as “cast members™) a commission for selling
products, nor does it set sales quotas. As a result, employees
can take the time to [earn about each individual customer’s
needs, suggest various product options tailored to each cus-
tomer, give away free samples, and demonstrate product use
and technique during a complimentary makeover. Between
Sephora’s training and product-knowledge workshops
conducted by manufacturers of every brand caried by the
store, employees are ready and able to offer guidance about
the full range of skin care products, cosmetics, and fragrances,

The Sephora Innovation Lab is busy developing new
configurations and fixtures to enhance the in-store experi-
ence as well as providing digital options for customers, For
the revamp of a Sephora store in San Francisco, the Lab
created a separate area for group beauty lessons and a huge
digital screen rotating user-generated content and merchan-
dise images. For customer convenience, the Lab came up
with a mobile app called Pocket Contour, which helps cus-

tomers determine face shape and learn to apply the latest in
contour makeup,

To encourage and reward customer loyalty, Sephora of-
fers three frequent-buyer programs. The basic program in-
cludes a free birthday gift and free beauty classes. One level
up, for customers who spend at least $350 in a year, the
benefits include exclusive seasonal savings and gifts. The
top level, for customers who spend at least $1,000 in a year,
the benefits include free two-day shipping for online orders
and invitations to special beauty events, All program mem-
bers can view and manage their product preferences and
purchases online or with an app. By opening “My Beauty
Bag,” customers can see what color or brand they purchased
on a previous trip, and either reorder or buy something new
in the store or via the app. No matter how customers like
to browse and shop, Sephora wants to make the experience
fun, convenient, and consistent with brand image,®

I. What is Sephora’s retail positioning and how does it
differentiate the company?

2. Why would Sephora invest so heavily in apps and other
technology that can substitute for the in-store customer
experience?

3. Sephora is already using direct marketing to sell via
online retailing. Would you suggest that the company
participate in other direct marketing techniques?
Explain your answer.
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and its affiliated brands, offer a loyalty program that gives $1.00 in fuel points for every
dollar spent in the store. Discounts range from $0.10 to $1.00 off per gallon of fuel. Some
organizations employ special offers that only their existing customers can use, To retain
loyal customers, marketers not only advertise loyalty programs but also use reinforcement
advertising, which assures current users they have made the right brand cheice and tells
them how to get the most satisfaction from the product.

15-3f

Reseller support is a two-way street: producers generally want to provide support to resellers
to assist in selling their products, and in turn they expect resellers to support their products.
When a manufacturer, such as Procter & Gamble, advertises its home and health products to
consumers, retailers and wholesalers should view this promotion as a form of strong manu-
facturer support. In some instances, a producer agrees to pay a ceitain proportion of retailers’
advertising expenses for promoting its products. For example, when a manufacturer is intro-
ducing a new consumer brand in a highly competitive product category, it may be difficult to
persuade supermarket managers to carry this brand. However, if the manufacturer promotes
the new brand with free samples and coupon distribution in the retailer’s area, a supermarket
manager views these actions as strong support and is much more likely to carry the product.
To encourage wholesalers and retailers to increase their inventories of its products, a manu-
facturer may provide them with special offers and buying allowances. In certain industries, a
praducer’s salesperson may provide support to a wholesaler by working with the wholesal-
er’s customers (retailers) in the presentation and promotion of the products. Strong relation-
ships with resellers are important to a firm’s ability to maintain a sustainable competitive
advantage. The use of various promotional methods can help support sales growth.

15-3g

At times, a marketesr’s objective in using promotion is to challenge a competitor’s pro-
motional or marketing programs. This reactive approach is to prevent a sales or market
share loss. A combative promotional objective is used most often by firms in extremely
competitive consumer markets, such as the fast-food, convenience store, and cable/Internet/
cell phone markets, Stores that offer price-matching programs include Best Buy, Fry’s
Electronics, The Home Depot, Lowes, Target, Walmart, Staples, Office Depot, Office Max,
and Toys “R” Us. It is not unusual for competitors to respond with a counter-pricing strategy
or even match a competitor’s pricing.

15-3h

Product demand varies from one month to another because of such factors as climate,
holidays, seasons, and the economy. A business, however, cannot operate at peak efficiency
when sales floctuate rapidly. Changes in sales volume translate into changes in production,
inventory levels, personnel needs, and financial resources. When promotional techniques
reduce fluctuations by generating sales during slow periods, a firm can use its resources
more efficiently.

Promotional techniques are often designed to stimulate sales during sales sfumps. For
example, Snapper may offer sales prices on lawn mowers into the fall season to extend the
selling season. During peak periods, a marketer may refrain from advertising to prevent
stimulating sales to e point at whicli the firm cannot handle all of the demand. On occa-
sion, a company advestises that customers can be better served by coming in on certain days,
For example, in most states Logan’s Road House altows kids 12 and under to receive one
free kid’s meal for each adult meal purchased,

To achieve the major objectives of promotion discussed here, companies must develop
appropriate promotional programs. In the next section, we consider the basic components of
such programs: the promotion mix elements.
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publicity-based public retations tools are news r :ases, press conferences, feature articles,
and social media sites such as YouTube and Twitter. For exam| , General Motors made
headlines as the first automaker to broadcast on Faceboolk Live when they gave their
Facebook fans an up-close look at a new car model.”* To generate publicity, companies
sometimes give away products to celebrities in the hope that the celebrities will be seen and
photographed with the product, and those photos will stimulate awareness and product trial
among their fans. Grammy nominees receive a gift bag known as the “Swag Bag.” These
bags can be worth around $30,000 and can consist of lnxury products such as a 10-year sup-
ply of Oxygentix Breathable Foundation and Oxygenated Moisturizer worth up to $13,400, a
week-long trip to the Golden Door spa, worth $8,850, as well as other high-end products and
services. Donors of the gifts count on the publicity to create awareness of their products and
also hope high visibility entertainers will use their products.'® Public relations efforts may be
the responsibility of an individual or of a department within the organization, or the organi-
zation may hire an external public relations firm.

U leasants ations and negative events, such as product tampering or an environmen-
tal disaster, may geunerate unfavorable public relations for an organization, Subway gained
significant negative press for employing spokesperson Jared Fogle who lost around 200
pounds eating Suhway sandwiches. Although making millious from the Subway role, the
compary had to sever ties with Fogle when he was charged with the possession and distribu-
tion of child pornography as well as other charges and was sentenced to 16 years in prison
for his misconduct.'” To minimize the damaging effects of unfavorable coverage, effective
marketers have policies and procedures in place to help manage public relations problems.
Often these plans are called crisis management plans and attenipt to anticipate what can go
wrong and how to respond.

Public relations should not be viewed as a set of tools to be
used only during crises. An organization should have someone
responsible for public relations either internally or externally
and should have an ongoing public relations program.

15-4d

Sales promotion is an activity or  aterial that acts as a direct
inducement, offering added value or incentive for the product
to resellers, salespeople, or consumers. Examples include free
samples, games, rebates, sweepstakes, contests, premiums,
and coupons. Safes promotion should not be confused with
promotion, sales promotion is just one pait of the compre-
hensive area of promotion. Marketers spend more on sales
promotion than on advertising, and sales romiotion appears
to be a faster-growing area than advertising. Coupons and
coupon codes are important to retailers and manufacturers,
Manufacturers such as Boots Retail use coupons to proinote
their products as shown in the No7 Lift & THuminate Triple
Action Serum ad. 1e ad encourages consumers to try the
product with a $5.00 off coupon and lets them know that the
product is available at Target, supporting one of their chan-
nels of distribution.

Generally, when companies employ advertising or per-
sonal selling, they depend on these activities continuously
or cyclically. However, a marketer’s use of sales promotion
tends Lo be less consistent. Many products are seasonal. Toys
may be discounted in January after the holiday selling season
to move excess inventory. Marketers frequenily rely on sales
promotion to improve the effectiveness of other promo-
tion elements, especially advertising and personal selling.

wia AU, G
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Dollar Shave Club’s Razor-Sharp Marketing

¢ idea for Dollar Shave Club (DSC) emerged

om a conversation entr  reneur Michael Dubin
was naving with his co-founaer about the annoy-
ances of shaving. They found it inconvenient and
costly to have to purchase brand-name blades each
month. They decided to create DSC, a subscription-
based service headquartered in Venice, California.
Consumers who become members of DSC are
mailed razors for as little as $1 per month.

The entrepreneurs had to find a low-cost way of

communicating with customers. For $4,500 Michael
Dubin developed and starred in a humorous video

marketing the benefits of Dollar Shave razors, while
poking fun at the extra bells-and-whistles that come
with brand-name razors. The video was posted on
YouTube, where it went viral. Sales for DSC's sub-
scription service soared.

Today, the firm is estimated to have $200 million
in revenues. DSC communicates with customers
frequently to measure customer satisfaction, and it
continues to utilize promotional strategies through
pressr rases and low-cost videos on YouTube.
DSC's success eventually caught the attention of
Unilever, which purchased DSC for $1 billion.?

selling to industrial markets and firms marketing products through only a few wholesalers
frequently make personal selling the major component of their promotion mixes. When a
product’s market consists of millions of customers, organizations rely on mass marketing
through advertising and sales promotion, because these methods reach large groups at a low
cost per person. When the population density s uneven around the country, marketers may
use regional advertising to target smaller markets.

Geographic distribution of a finn’s customers also affects the choice of promotional

methods. Personal selling is more

feasible if a company’s customers are concentrated in a

small area than if they are dispersed across a vast region, When the company’s customers are

numerous and dispersed, regional

or national advertising may be more practical.

Distribution of a target market’s demographic characteristics, such as age, income, or
education, may affect the types of promotional techniques a marketer selects, as well as
the messages and images employed. According to the U.S, Census Bureau, the percentage

of children living in families with

two parents is 69, down from 88 in 1960.' 'Io reach the

households consisting of single parents, unmarried couples, singles, and “empty nesters”
(whose grown children have left home), more companies are modifying the images used in
their promotions and marketing channels,

15-5¢

Generally, promotion mixes for business products concentrate on personal selling, whereas
advertising plays a major role in promoting consumer goods. This generalization should be
treated cautiously, however, Marketers of business products use some advertising to promote
products. Advertisements for computers, road-building equipment, and aircrafts are fairty
common, and some sales promotion is also used occasionally to promote business products,
Personal selling is used extensively for consumer durables, such as home appliances,
automobiles, and houses, whereas consumer convenience items are promoted mainly
through advertising and sales promotion, Public refations appears in promotion mixes for
both business and consumer products,

Marketers of seasonal products often emphasize advertising—and sometimes sales
promotion as well—because off-season sales generally will not support an extensive
year-round sales force, Most lawn care companies, such as John Deere, Snapper, and
Honda, have a sales force that sells to retailers such as The Home Depot, Lowe’s, and Ace
Hardware, In addition, these companies rely heavily on advertising and sales promotion to
promote their products to a variety of retailers and distributors.
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Katy Perry and Justin Bieber have close to 100 million followers each. If followers have a
social identification with the celebrity, they are more likely to engage in product involve-
ment.” Interestingly, women—unlike men—are more likely to share negative word of
mouth with those they have strong social ties with rather than those with whom they have
weak social ties. In general, consumers are much more likely to complain of a bad experi-
ence versus sharing praise for a good experience. Cadbury’s Alien ad was voted one of the
best viral ads. This Canadian ad focused upon the experience aliens had consuming Cad-
bury chocolate  ft behind by American astronauts. The aliens engage in wild dance an
excitement unon eating the chocolate.?

s an attempt to incite publicity and public excitement surrounding a
prounct unuugn o wedtive event. Event attendance has a positive effect on brand equity.”
Some marketers are piggybacking off the events of other companies, using long lines for
an event or product launch as marketing opportunities. As long lines waited for the newest
iPhones outside Apple’s London store, a British apple juice brand carried a placard advertis-
ing “the latest in apple technology.® Buzz marketing can be an effective way of allowing a
company to stand out from competing brands. Red Bull is another hrand that excels at buzz
marketing.

Buzz marketing works best as a part of an integrated marketing communication program
that also uses advertising, personal selling, sales promotion, and publicity, However, market-
ers should also take care that buzz marketing campaigns do not violate any laws or have
the potential to be misconstrued and cause undue alarm. For instance, stenciling a brand’s
nanle or logo on the sidewalk might be an effective buzz marketing technique but can also be
vipwad ac illaaal oraffitj by city authorities.

s a strategy to get consumers to share a marketer’s message, often
througn e-mau or onune video such as YouTube, in a way that spreads dramatically and
quickly. Blendtec, the powertul kitchen blender, developed videos showing its blender
pulverizing everything from rakes to marbles and even ¢  le iPads. The “Will It Blend”
videos have been viewed by over 50 million people and have attracted 1 million subscribers,
Humor and the unexpected are key contributors to viral marketing success.? Interestingly,
viral marketing appears to be more effective for products that are less utilitarian

Ine DUCcess oT Froauct riacement

products to viewers as part of the  >w or movie
without appearing too  trusive. It is a growing
business estimated to surpass $1  billion

In fact, master of product placement Ruben Igielko-
Herrlich of Propaganda Global Entertainment
Marketing (GEM) makes it his business to help com-
panies place their products in such media. Nokia’s
phones in The Matrix, the Audi R8 in the movie Iron
Man, and the BMW in Mission Impossible are all a
result of his company’s efforte

With the inundation of a  ertising consumers
encounter on everything from televi n to social
networking sites, it is becoming easier for them to
ignore or skip over ads, Product placement pro-
vides marketers with the opportunity to present

in 2019,

Product placement is not limited to television
and videos. The Kluger Agency focuses on promot-
ing brands in music. Familiar brands from Subway,
Coca-Cola, and Pizza Hut have appeared in virtual
worlds and video games. Product placement is also
gaining popularity internation . For instance, East
Asian brands have been featured more in box-office
movies, A Chinese firm even acquired Propaganda
GEM, showing the growing interest of marketers
in China toward product placement as a marketing
channel.t
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Both large organizations and small companies use conventional and online promoticnal
efforts like advertising to change their corporate images, build brand equity, launch new
products, or promote current brands. In this chapter, we explore many dimensions of adver-
tising and public relations. First, we focus on the nature and types of advertising. Next, we
examine the major steps in developing an advertising campaign and describe who is respon-
sible for developing the campaigns. We then discuss public relations and how it is used.
Finally, we examine various public relations tools and ways to evaluate the effectiveness of
public relations.

Advertising permeates our daily Hves. At times, we view ¢ psitively, at other times, we feel
bombarded and try to avoid it. Some advertising informs, persuades, or entertains us; some
bores, annoys, or even offends us

As mentioned in Chapter 15 i a paid form of nonpersonal comnunica-
tion that is transmitted to a targe. auuience wrough mass media, such as television, radio,
the Infernet, newspapers, magazines, direct mail, outdoor displays, and signs or wraps
on vehicles. Advertising can have a profound impact on how consumers view certain
products. One example is the promotion of locally grown and organic produce. Consum-
ers are likely to view locally grown and organic produce as healthier even though there
is no evidence to support this view—although the produce itself is fresher, Whole Foods
and other supermarkets promote locally grown food as being more sustainable since it
eliminates emissions from transporting food long distances and supports local farmers.
Advertisements even influence how a brand’s own sales force views company products.
Salesperson perception of brand advertising is positively related to effort and perfos-
mance because it influences how the salesperson identifies with the brand.? Organizations
use advertising to reach a variety of audiences ranging from small, specific groups, such
as coin collectors in Wyoming, to extremely large groups, such as all athletic-shoe buyers
in the United States.

When asked to name major advertisers, most people immediately mention busi-
ness organizations. However, many nonbusiness organizations—including governments,
churches, universities, and charitable organizations—employ advertising to communicate
with stakeholders. Each year, the U.S. government spends hundreds of millions of dollars
in advertising to advise and influence the behavior of its citizens. Although this chapter
analyzes advertising in the context of business organizations, much of the following con-
cepts apply to all types of organizations, including nonprofits.

Advertising is used to promote goods, services, ideas, images, issues, people,
and anything else advertisers want to publicize or encourage. Depending on what is
heing nramated adverticing can be classified as institutional or product advertising.

womotes organizational images, ideas, and political issues.

1nstruronal aaverusements may deal with broad image issues, such as organizational
strengths or the frien  ness of employees. They may also aim to create a more favorable
view of the organization in the eyes of noncustomer groups, such as shareholders,
consumer advocacy groups, potential shareholders, or the general public. Institutional
advertising can be proactive to create a favorable view of the organization or its industry
or, in contrast, reactive, in response to something that may negatively impact an
organization’s reputation. For example, Wells Fargo created an incentive system for its
sales force that resulted in many new, unauthorized accounts being opened for customers,
In response to the negative news stories on the company’s behavior, Wells Fargo ran an ad
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e |ise o1 Ndauve Aavertsing

jital native advertising is online advertising

1at matches the appearance and purpose of
we wontent in which it is embedded. For example,
the wedding website The Knot may feature spon-
sored articles about wedding gowns that consum-
ers can purchase through the website. Consumers
find this advertising useful because the content is
likely to follow the website's topics and style. Nearly
73 percent of Internet users familiar with native
advertising believe it is equally or more effective
than non-sponsored ads.

The effectiveness of this type of digital ad-
vertising is causing marketers to take notice. For
instance, the marketing agency of The Wall Street
Journal partnered with Starz to develop an ar-
ticle—complete with video clips and an interactive
timeline—that features the economics of romantic

relationships throughout history. The sponsored
content helped market Starz's show The Girlfriend
Experience, while the focus on economics was
meant to interest the The Wall Street Journal's
business-savvy target market.

However, because the advertisements are
meant to resemble the surrounding content, con-
sumers might not always recognize that an article
or advertisement is sponsored. One report claims
that 71 percent of native advertising lacks sufficient
transparency. The FTC maintains that advertising
must be distinguished from editorial content, but
this line becomes blurred when the advertising
resembles the content so closely. Industry self-
regulatory guidelines are encouraging advertisers
to label native ads as sponsored content to avoid
confusion.?

MuvCruan Yy L Lo o
the sponsore  rand

with one or more identi-
fied brands on the basis
of one or more product
characteristics

¢ e 1y o v
remind consumers about
an established brand's
uses, characteristics, and
benefits

e g Ay s
users they chose the right
brand and tells them how
to get the most satisfac-
tion from it

Jigital
wav et mung v e CHES
the appearance and the
purpose of the content in
which it is embedded

late start in the Greek yogurt industry, is trying to catch up to market leader Chobani.®
Product categories that commonly use comparative advertising include soft drinks,
toothpaste, pain relievers, foods, tires, automobiles, and detergents. Under the provisions
of the 1988 Trademark Law Revision Act, marketers using comparative advertisements
in the United States must not misrepresent the qualities or characteristics of competing
products.

e advertising include reminder and reinforcement advertis-
ing s customers that an established brand is still around and still
offtis coiimin vutnuc e oues, Uses, and advantages. Clorox, for example, reminds customers
about the many advantages of its hleach nradncts «nch as their ability to kill germs, whiten
clothes, and remove stains 1ssures current users that they have
made the right brand choive auu wis wienn vow w gen we most satisfaction from that brand.
Insurance companies like GEICO encourage potential new customers to spend 15 minutes
on the phone getting an insurance quote and save 15 percent or more on their policy. Value
propositions can provide reinforcement to consumers that they are making a good decision
as a new or current customer.

One growing trend among marketers has been the use o or digital
advertising that matches the appearance and purpose of the coment 11 wincn 1 1s embed-
ded. The word “native™ refers to the fact that this form of advertising is meant to resemble
the content itself, Native advertising has been associated with improved brand perception,
awareness, and engagement over standard banner ads. Native advertising is expected to
account for 74 percent of ad revenue by 2021.7 In a world inundated with advertisements,
native advertising offers marketers the opportunity to reach consumets in new and innovative
ways. It also increases advertising revenue for the sites that host them. On the other hand,
native advertising is potentially misleading when consumers do not realize that a video or
post is sponsored by an organization, One survey revealed that over 50 percent of consumers
felt deceived upon realizing that an article or video was sponsored content.? To avoid decep-
tion and possible legal repercussions, brands should clearly identify sponsored content on
digital media sites.
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in the target audience will be exposed to the message. The method also determines, to some
degree, the effects of the message on those specific target markets. Media planning is a com-
plex task requiring thorough analysis of the target audience. Sophisticated computer models
have been developed to attempt to maximize the effectiveness of media plans.

To formulate a media plan, the planners select the media for the campaign and prepare
a time schedule for each medium. The media planner’s primary goal is to reach the largest
number of people in the advertising target that the budget will allow. A secondary goal is to
achieve the appropriate message reach and frequency for the target audience while staying
within budget. Reach refers to the percentage of consumers in the target andience actually
exposed to a particular advertisement in a stated period. Frequency is the number of times
these targeted consumers are exposed to the advertisement.

Media planners begin with broad decisions but eventually make very specific ones. They
first decide which kinds of media to use: radio, v vision, newspapers, digital or online adver-
tising, magazines, direct mail, outdoor displays, or signs on mass-transit vehicles. Digital mar-
keting in particular is growing, with spending on online and mobile advertising accounting for
more than 38 percent of advertising dollars.'” In fact, digital advertising sales have surpassed
linear TV ad sales by more than $3 billion. The gap is expected to widen, with digital ad sales
projected to increase to $80 billion as offline media sales decline.'® Media planners assess
different formats and approaches to determine which are most effective. Sone media plans are
highly focused and use just one medium. Others can be quite complex and dynamic,

Media planners take many factors into account when devising a media plan, They analyze
location and demographic characteristics of consumers in the target audience, because people’s
tastes in media differ according to demographic groups and locations. Media planners also
consider the sizes and types of audiences that specific media reach. For instance, National
Geographic reaches relatively well-educated consumers who are often highly influential deci-
sion makers, The magazine has 28 million readers in the United States alone.'® Many marketers
of vehicles, nonprofit organizations, and electronics would consider this an attractive demo-
graphic. Declining broadcast television ratings and newspaper and magazine readership have
led many conipanies to expiore alternative media, including not only cable television and digi-
tal advertising but also ads on cell phones and product placements in video games. New media
like social networking sites and mobile advertising are also attracting advertisers due to their
large reach. When advertising is a part of a social networking site, consumers need to see the
advertising as beneficial, or it may lead them to abandon the site.” Advertisers are using social
media as a tool for understanding customers and gaining insights.”" On the other hand, even in
this age of digital media, television remains the most successful medium for advertising.2

The content of the message sometimes affects media choice. Print media can be used
more effectively than broadcast miedia to present complex issues or numerous details in sin-
gle advertisements. If an advertiser wants to promote beautiful colors, patterns, or textures,
media offering high-quality color reproduction, such as magazines or television, should be
used instead of newspapers. For example, food can be effectively promoted in full-color
magazine advertisements but far less effectively in black-and-white media. Decisions are
also made in selection for non-English speaking audiences across multiple media platforms.
Advertisers’ evaluation of distinct cultural traits aud preferences appears to be more impor-
tant in the case of diverse ethnic cultures,

The cost of media is an important but troublesome consideration. Planners try to obtain
the best coverage possihle for each dollar spent. However, there is no accurate way to com-
pare the cost and imnact of a television commercial with the cost and impact of a newspaper
advertisement. 2 ets an advertiser compare the costs of several
vehicles within a specuuc meunm (sucn as 1two magazines) in relation to the number of
people each vehicle reaches. Streaming advertisers are using big data from companies such
as Nielsen to determine which shows interest their particular target market, Targeted, interac-
tive ad technology has been available for years, but by finding out how campaigns perform
on specific apps and devices, marketers are able to select the less costly medium while still
reaching their target market.” Another common metric is cost per thousand impressions
(CPM), which is the cost comparison indicator for magazines; it shows the cost of exposing
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very popular “New Mexico True” campaign. The campaign has successfully promoted the
state’s culture, people, and natural resources. However, the budget shortfall will not allow

them to invest the $3.5 million needed to enter new markets like San Francisco.”® By using
data about past and current sales and advertising expenditures, advertisers can make gross
estimates of the effects of a campaign on sales or market share.

Because it is difficult to determine the direct effects of advertising on sales, many
advertisers evaluate print advertisements according to how well consumers can remember
them, As more advertisers turn to mobile technology, total spending is estimated at $32
billion. Consumers are now dividing their attention between devices more than ever, with
36 percent of Americans using more than one device simultaneously, from smartphones
and tablets to computers and smartwatches, so it’s important to spend ad dollars wisely.*
Researchers have found that ads that play on the theme of social desirability are more
memorable when viewed in the presence of other people,

Posttest methods based on memory include recognition and recal! tecte Sweh tacte
areus ly performed by research organizations through surveys, In ;
respondents are shown the actual advertisement and asked whether they recognize 11, 11 tney
do, the interviewer asks additional questions to determine how much of the advertisement
each respondent read. When recall is evaluated, respondents are not shown the actual
advertisement but instead are asked about what they have seen or heard recently. For Internet
advertising, research suggests that the longer a person is exposed to a website containing a
banner advertisernent, the more likely he or she is to recall the ad.*

Recall can be measured through either unaided or aided recall methods. In a

espondents identify advertisements they have seen recentlv hut are not shown
any clues to help them remember. A similar procedure is used with ar
but respondents are shown a list of products, brands, company names, or trademarks (o jog
their memories, Many successful marketers have worked with advertising agencies to create
catchy jingles to help consumers recall ads. Campbell soup’s “Mmm Mmm Good,” McDon-
ald’s *You deserve a break today,” and Coca-Cola’s “I"d Like to Teach the World to Sing”
are all iconic jingles. Jingles are making a comeback. Working with Bacardi, iHeartMedia
came up with a jingle “Drink Bacardi tonight.” The campaign increased purchase intent by
54 percent.*® However, targeted advertising can be viewed negatively by both consumers and
regulators, and it is recommended that free wehsites that generate revenues through adver-
tising remind consumers about the benefits their websites offer as they ask permission to
display advertisements.”

‘The major justification for using recognition and recall methods is that people are
more likely to buy a product if they can remember an advertisement about it than if they
cannot. However, recalling an advertisement does not necessarily lead to buying the
product or brand advertised. Researchers also use a sophisticated technique called single-
source data to help evaluate advertisements. With this technigne, individuals® behaviors
are tracked trom television sets to checkout counters. Monitors are placed in preselected
homes, and microcomputers record when the television set is on and which station is being
viewed. Al the supermarket checkout, the individual in the sample household presents an
identification card. Checkers then record the purchases by scanner, and data are sent to
the research facility. Some single-source data companies provide sample households with
scanning equipment for use at home to record purchases after returning from shopping
trips. Single-source data supplies information that links exposure to advertisements with
purchase behavior,

An advertising campaign may be handled by an individual, a few people within a firm, a
firm’s own advertising department, or an advertising agency. In very small firms, one or
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creating a favorable image are no less important than direct
promotion of the organization’s products, Because the public’s
attitudes toward a firm are likely to affect the sales of its prod-
ucts, it is very important for firms to maintain positive public
perceptions, In addition, employee morale is strengthened if the

1 Edelrman public perceives the firm positively.* Although public relations
2 Weber Shandwick can make people aware of a company’s products, brands, or
activities, it can also create specific company tmages, such as
3 FleishmanHillard innovativeness or dependability. By getting the media to report
4 Ketchum on a firm’s accomplishments, public relations helps the com-
5 Burson-Marsteller pany maintain positive public visibility. Slome firms use public
relations for a single purpose; others use it for several purposes.
6 MSL Group Table 16.2 lists the top ten public relations firms.
7 Hill+Knowlton Strategies
8 Ogilvy PR 16-4a
9 BlueFocus Companies use a variety of public relations tools to convey mes-
sages and create images. Public relations professionals prepare
10 Golin written materials and use digital media to deliver brochures,
Source: “Top 10 Global PR Agency Ranking 2016,” The Holmes newsletters, company magazines, news releases, blogs, man-
Report, www.holmesreport.com/ranking-and-data/globai- aged social media sites, and annual reports that reach and
communications-report/2016-pr-agency-rankings/top-10 (accessed influence their various stakeholders. Sometimes, organizations

April 5, 2017).

A news story
ype Ul communication
about an organization
and/or its products trans-
mitted t  Hugh a mass
medium at no charge

use less conventional tools in their public relations campaigns.

AT&T, for example, holds an “It Can Wait” campaign to spread
awareness about the dangers of texting and driving. Not only did it hold a pledge drive, but
it also partnered with advertising agency BBDO to develop a documentary and held 400
local events to show individuals the impact their texting can have on their driving.*® AT&T
introduced the DriveMode app to silence incoming text messages while driving at 15 mph
or faster. The campaign has resulted in more than 5 million app downloads and 14 miilion
pledges.

Public relations personnel also create corporate identity materials—such as logos,
business cards, stationery, signs, and promotional materials—that make firms immediately
recognizable. Speeches are another public relations tool. Because what a company execu-
tive says publicly at meetings or to the media can affect the organization’s image, the speech
must convey the desired message clearly. Event sponsorship, in which a company pays for
part or all of a special event, like a benefit concert or a tennis tournament, is another public-
relations tool. In order to appeal to Millennials, Budweiser has announce  plans to spon-
sor more food events. Half of consumers between the ages of 21 and 27 years old identify
themselves as foodies, " Sponsoring special events can be an effective means of increasing
company or brand recognition with relatively minimal investment, Event sponsorship can
gain companies considerable amounts of free media coverage. An organization tries to
ensure that its product and the sponsored event target a similar audience and that the two are
easily associated in customers’ minds, Many companies as well as individuals assist in their
charitable giving. Bill Daniels, the founder of Cablevision who passed away in 2000, set
up a fund supported with more than a billion dellars to provide financial support for many
causes, including business ethics.

Publicity is a part of public relations s communication in news-story form
about the organization, its products, or bom, wansmutted through a mass medium at no
charge, For instance, each time Apple CEQ Tim Cook announces that the company will
introduce a new model of the iPhone and iPad, the story is covered in newspapers and televi-
sion news shows throughout the world for months afterward. Although public relations has
a larger, more comprehensive communication function than publicity, publicity is a very
important aspect ot public relations. Publicity can be used to provide information about
goods or services; to announce expansions or contractions, acquisitions, research, or new-
product launches; or to enhance a company’s image,
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It may take a great deal of time and effort to convince media personnel of the news value
of publicity releases, and many communications fail to qualify. Although public relations
personnel usually encourage the media to air publicity releases at certain times, they control
neither the content nor the timing of the communication. Media personnel alter length and
content of publicity releases to fit publishers’ or broadeasters’ requirements and may even
delete the parts of messages that company personni  view as most important. Furthermore,
media personnel use publicity releases in time slots or positions most convenient for them.
Other outside public relations messages can be picked up during slow news times. Thus,
messages sometimes appear in locations or at times that may not reach the firm’s target
audiences. Although these limitations can be frustrating, properly managed publicity-based
public relations tools offer an organization substantial benefits.

Because of the potential benefits of good public relations, it is essential that organizations
evaluate the effectiveness of their public relations campaigns, Research can be conducted to
determine how well a firm is communicating its messages or image to its target audiences.
Enviromnental monitoring identifies changes in public opinion affecting an organization. A
public relations audit is used to assess an organization’s image among the public or to evalu-
ate the effect of a specific public relations program. A communications audit may include a
content analysis of messages, a readability study, or a readership survey, If an organization
wants to measure the extent to which stakeholders view it as being socially responsible, it
can conduct a social audit,

One approach to measuring the effectiveness of publicity-based public relations is to
count the number of exposures in the media. To determine which releases are published in
print niedia and how often, an organization can hire a clipping service, a firm that clips and
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For many organizations, targeting customers with appropriate personal selling technigues and
messages can play a major role in maintaining long-term, satisfying customer relationships,
which in turn contribute to company success. Marketing-strategy development should involve
the sales organization during all stages of development and implementation. Top manage-
ment needs extensive feedback from the sales force to better understand customers, Managers
should strive to use sales-data analytics to provide information for both the sales force and
strategic decision. Sales managers should communicate marketing strategy ina nguage with
which salespeople feel comfortable.? As we saw in Chapter 15, personal se  1g and sales
promotion are two important elements in a promotion mix. Personal selling is sometimes a
company’s sole promotional tool, and it is becoming increasingly professional and sophistj-
cated, with sales personne  cting more as consultants, advisors, and sometimes as partners.

In this chapter, we focus on personal selling and sales promotion. We first consider the
purposcs of personal selling and then examine its basic steps. Next, we look af types of
salespeople and how they are selected. After taking a look at several new types of personal
selling, we discuss major sales-force-management decisions, including setting objectives for
the sales force and determining its size; recruiting, selecting, training, compensating, and
motivating salespeople; managing sales territories; and controlling and evaluating sales force
performance. Then we examine several characteristics of sales promotion, reasons for using
sales promotion, and sales-promotion methods available for use in a promotion mix.

17-1

ts to inform customers and per-
BUAUS LG WU PULLLIADE PAUUUGLS L all CACHAHEE SLIEUdLLuiL, ror example, an HP salesperson
describing the benefits of the company’s servers, PCs, and printers to a small-business cus-
tomer is engaging in personal selling. Likewise, a member of the Ametican Marketing Asso-
ciation (AMA) manning a table at an event engages in personal selling to inform interested
parties about the benefits of joining the AMA. Personal selling gives marketers the greatest
freedom to adjust a message to satisfy customers’ information needs. It is the most precise of
all promotion methods, enabling marketers to focus on the most promising sales prospects.
Personal selling is also the most effective way to form relationships with customers. -
It is perhaps most critical with business-to-business transactions involving the purchase of
expensive products. Because of the high-risk factors involved, personal selling is often nec-
essary to assure prospective customers about the quality of the product and answer any ques-
tions.® Despite these benefits, personal selling is generally the most expensive element in the
promotion mix. The average cost of a sales call for business-to-business sales is anywhere
from $215 to $400.*

Millions of people earn their living through personal selling. Sales careers can offer high
iucome, a great deal of freedom, a high level of training, and a high degree of job satisfac-
tion. Although the public may harbor negative perceptions of personal selling, unfavorable
stercotypes of salespeople are changing thanks to the efforts of major corporations, profes-
sional sales associations, and academic institutions. Personal selling will continue to gain
respect as professional sales associations develop and enforce ethical codes of conduct.®
Developing ongoing customer relationships today requires sales personnel with high levels
of professionalism as well as technical and interpersonal skilis.

Personal selling goals vary from one firm to another. However, they usually involve
finding prospects, determining their needs, persuading prospects to buy, followiug up on the
sale, and keeping customers satisfied. Identifying potential buyers interested in the organi-
zation’s products is critical. Because most potential buyers seek information before mak-
ing purchases, salespeople can ascertain prospects’ informational needs and then provide
relevant information. To do so, sales personnel must be well trained regarding both their
products and the selling process in general.
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G £ steps, outlined in Figure 17.1: prospecting, preapproach,
e ot approach, making the presentation, overcoming objec-

Developing
a ualawase ol potential
customers

tions, closing the sale, and following up.

17-2a

Nevelonine a database of potential customers is called
Salespeople seek names of prospects from
culupany saes records, rade shows, commercial data-
bases, newspaper announcements (of marriages, births,
deaths, and so on), public records, trade association
directories, and many other sources. Sales personnel also
use responses to traditional and online advertisements
that encourage interested persons to send in information
request forms. Seminars and meetings targeted at par-
ticular types of clients, such as attorneys or accountants,
may also produce leads.
Most salespeople prefer to use referrals—recom-
mendations frem current customers—to find prospects.
For example, salespeople for Cutco Cutlery, which
sells high-guality knives and kitchen cutlery, first make
sales calls to their friends and families and then use
referrals from them to seek out new prospects. Obtain-
ing referrals requires that the salesperson have a good
relationship with the current customer and therefore
must have performed well before asking the customer
for help. As might be expected, a customer’s trust in
and satisfaction with a salesperson influences his or her
willingness to provide referrals. Research shows that one referral is as valuable as 12 cold
calls.” Also, 80 percent of clients are willing to give referrals, but only 20 percent are
ever asked. Among the advantages of using referrals are more highly qualified sales leads,
greater sales rates, and larger initial transactions, Some companies even award discounts
off future purchases to customers who refer new prospects to their salespeople. Consistent
activity is critical to successful prospecting. Salespeople must actively search the customer
base for qualified prospects that fit the target market profile. After developing the prospect
list, a salesperson evaluates whether each prospect is able, willing, and authorized to buy
the product. Based on this evaluation, prospects are ranked according to desirability or
potential,

17-2b

Before contacting acceptable prospects, a salesperson finds and analyzes information about
each prospect’s specific product needs, current use of brands, feelings about available
brands, and personal characteristics. In short, salespeople need to know what potential
buyers and decision makers consider most important and why they need a specific product.
The most successtul salespeople are thorough in their preapproach, which involves
identifying key decision makers, reviewing account histories and prol ms, contacting
other clients for information, assessing credit histories and problems, preparing sales
presentations, identitfying product needs, and obtaining relevant literature. Marketers are
increasingly using marketing analytics and customer relationship management systems to
comb through databases and thus identify their most profitable products and customers.
CRM systems can also help sales departments manage leads, track customers, forecast sales,
and assess performance. A salesperson with a lot of information about a prospect is better
equipped to develop a presentation that precisely communicates with that prospect.
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purchase products from wholesalers, which are the producer’s customers. Manufacturers of
medical supplies and pharmaceuticals often use missicnary salespeople, called detail reps, to
promole their products to physicians, hospitals, and pharmacists.

ricily support personnel, because they usually take orders as
well. However, ey awrect much effort toward helping customers—especially retail stores—
promote the product, They are likely to restock shelves, obtain more shelf space, set up
displays, provide in-store demonstrations, and distribute samples to store customers. Food
producers and processors commonly employ trade salespeople.

al assistance to the organization's current customers,

advising tnem on product characteristics and applications, system designs, and installation pro-
cedures. Because this job is often highly technical, = salesperson usually has formal training
in one of the physical sciences, information technology, or in engineering, Technical sales per-
sonnel often sell technical industrial products, such as computers, heavy equipment, and steel.

When hiring sales personnel, marketers seldom restrict themselves Lo a single category,
because most firms require different types of salespeople. Several factors dictate how many
of each type a particular company should have. Product use, characteristics, complexity, and
price influence the kind of sales personnel used, as do the number and characteristics of cus-
tomers. The types of warketing channels and the intensity and type of advertising also affect
the composition of a sales force.

17-4

Personal selling has become an increasingly complex process due in large part to rapid tech-
nological innovation, Most important, the focus of personal selling is shifting from selling

a specific product to building long-term relationships with customers by finding solutions

to their needs, problems, and challenges. As a result, the rc s of salespeople are changing.
Among the newer philosophies for personal selling are
team selling and relationship selling.

17-4a

Many products, particularly expensive high-tech busi-
ness products, have become so complex that a single
salesperson can no longer be an expert in everv asnect
of the product and purchase process

which involves the salesperson joining wiw peupic
from the firm’s financial, engineering, and other
functional areas, is appropriate for such products.

The salesperson takes the lead in the personal selling
process, but other members of the team bring their
unique skills, knowledge, and resources to the process
to help customers find solutions to their own business
challenges. Selling teams may be created to address a
particular short-term situation, or they may be formal,
ongoing teams, Team selling is advantageous in situa-
tions calling for detailed knowledge of new, complex,
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¢ On-the-job training

* Online individual instruction
* Seminars

¢ On-site classroom instruction

i ™

¢ Make sure pay mix isn't too risky (high commission, low base) for sales rc

e Mix base salary with commission, bonus, or both

* Base bonuses/commission on reaching sales goals rather than  individual sales
dollars

* Maintain competitive benefits and expense reimbursement practices

s Offer flexible hours
» Consider telecommuting/work-at-home options

* Ensure products meet customer needs
* Provide the appropriate service after the sale

Source: "Attracting & Retaining a Top Sales Force,” Where Great Waorkplaces Start, httg /fgreatworkplace wordpress.com/2010/02/10/attracting-retaiing-

a-top-sales-force/ {accessed March 29,

2017).

compensating salespeople, motivating salespeople, managing sales territories, and control-
ling and evaluating sales-force performance,

17-ha

To manage a sales force effectively, sales managers must develop sales objéctives, Sales
objectives tell salespeople what they are expected to accomplish during a specified time
period. They give the sales force direction and purpose and serve as standards for evaluat-
ing and controlling the performance of sales personnel. Sales objectives should be stated in
precise, measur. e terms; specify the time period and geographic areas involved; and be
achievable,

Sales objectives are usually developed for both the total sales force and individual sales-
people. Objectives for the entire force are normally stated in terms of sales volume, market
share, or profit. Volume objectives refer to dollar or unit sales, For example, the objective for
an electric drill producer’s sales force might be to sell $18 million wor  of drills, or 600,000
drills annuaily. When sales goals are stated in terms of market share, they usually call for an
increase in the proportion of the firm’s sales relative to the total number of products sold by
all businesses in that industry. When sales objectives are based on profit, they are generally
stated in termns of dollar amounts or return on investment.

Sales objectives, or quotas, for individual salespeople are commonly stated in terms of
dollar or unit sales volume. Other bases used for individual sales objectives include average
order size, average number of calls per time period, and ratio of orders to calls.

17-5b

Sales-force size is important, because it influences the company’s ability to generate sales
and profits. Moreover, size of the sales force affects the compensation methods used, sales-
people’s morale, and overall sales-force management. Sales-force size must be adjusted
periodically, because a fum’s marketing plans change along with markets and forces in the
marketing environment. One danger in cutting back the size of the sales force to increase
profits is that the sales organization may lose strength and resiliency, preventing it from
rebounding when growth occurs or better market conditions prevail,

Several analytical methods can help determine optimal sales force size. One method
involves determining how many sales calls per year are necessary for the organization to
serve customers effectively and then dividing this total by the average number of sales calls
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trial and purchase. Supermarkets such as Whole Foods provide food samples to encourage
purchases,

Marketers often use sales promotion to facilitate personal selling, advertising, or both,
Companies also employ advertising and personal selling to support sales-promotion activi-
ties. For example, marketers frequently use advertising to promote contests, free samples,
and premiums, The most effective sales-promotion efforts are highly interrelated with other
promotional activities. Decisions regarding sales promotion often affect advertising and
personal-selling decisions, and vice versa.

Sales promotion can increase sales by providing extra purchasing incentives, Many
opporiunities exist to motivate consumers, resellers, and salespeople to take desired actions.
Some kinds of sales promotion are designed specifically to stimulate reseliers’ demand and
effectiveness, some are directed. _ncreasing consumer demand, and some focus on both con-
sumers and resellers. Regardless of the purpose, marketers must ensure that sales-promotion
objectives are consistent with the organization’s overall objectives, as wellas w  its market-
ing and promotion objectives.

When deciding which sales-promotion methods to use, marketers must consider sev-
eral factors, particularly product characteristics (price, size, weight, costs, durability, uses,
features, and hazards) and target-market characteristics (age, gender, income, location,
population density, usage rate, and shopping patterns). How products are distributed and the
number and types of resellers may determine the type of method used. The competitive and
legal environments may also influence the choice.

The use of sales promotion has increased dramatically over the past 30 years, primarily
at the expense of advertising, This shift in how promotional dollars are used has occurred
for several reasons. Heightened concerns about value have made customers more responsive
to promotional offers, especially price discounts and point-of-purchase displays. Thanks
to their size and access to checkout scanner data, vetailers have gained considerable power
in the supply chain and are demanding greater promotional efforts from manufacturers to
boost retail profits. De  nes in branc Hyalty have produced an environment in which sales
promotions aimed at persnading customers to switch brands are more effective. In addition,
competition from online retailers including Amazon have ushed retailers to use more sales-
promotion incentives. Finally, a stronger emphasis placed on improving short-term perfor-
mance calls for greater use of sales-promotion methods that yield quick (although perhaps
short-lived) sales increases.!

In the remainder of this chapter, we examine several consumer and trade sales-promotion
methods, including what they entail and what goals they can help marketers achieve.

patronize
SPCULLL TELAL SIOTES OF WY particular products. Unline sales promotion can create a higher
level of product and brand rec  .** Consumer-sales-promotion methods initiated by retailers
often aim to attract customers to specific locations, whereas those used by manufacturers
generally introduce uew products or promote established brands. In this section, we discuss
coupons, cents-off offers, money refunds and rebates, frequent-user incentives, point-of-
purchase displays, demonstrations, free samples, premiums, consumer contests and games,
and consumer sweepstakes,

s Lo try new or established
PLUMLLLS, ILLITAsE SAI6S VUIULLIE YUICKLY, A0TACT repeat purcnasers, or introduce new package
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direct-response marketing A type of marketing in which a
retailer advertises a product and makes it available throngh mail
or telephone orders

discount A deduction from the price of an item

discount stores Self-service, general-merchandise stores that offer
brand-name and private-brand products at low prices

discretionary income Disposable income available for spending
and saving after an individual has purchased the basic necessities
of food, clothing, and shelter

disposable income After-tax income

disruptive innovation Identifies old technologies that can be
exploited in new ways or develops new business models to
give customers more than they’ve come to expect from current
products in a specific market

distribution The decisions and activities that make products available
to customers when and where they want to purchase them

distribution centers Large, centralized warehouses that focus on
moving rather than storing goods

drop shippers Limited-service wholesalers that take title ta goods
and negotiate sales but never actually take possession of products

dumping Selling products at unfairly low prices

early adopters Careful choosers of new products

early majority Those adopting new products just before the
average person

electronic data interchange (EDI) A computerized means
of integrating order processing with production, inventory,
accounting, and transportation

electronic marketing {e-marketing) The strategic process of
pricing, distributing, and promoting products, and discovering the
desires of customers using digital media and digital marketing

embargo A government’s suspension of trade in a particular
product or with a given country

environmental analysis The process of assessing and interpreting
information gathered through environmental scanning

environmental scanning The process of collecting information about
forces in the marketing environment

European Union {(EU) An alliance that promotes trade ammong its
meinber countries in Europe

evaluative criteria Objective and subjective product
characteristics that are important to a buyer

everyday low prices (EDLPs) Setling a low price for products on
a consistent basis

exchange The provision or transfer of goods, services, or ideas in
return for something of value

exchange controls Government restrictions on the amount of a
particular currency that can be bought or sold

exclusive dealing A situation in which a manufacturer forbids an
intermediary from carrying products of competing manufacturers

exclusive distribution Using a single outlet in a fairly large
geographic area to distribute a product

executive judgment A sales forecasting method based on the
intuition of one or more executives

experimental research Research that allows marketers to make
causal inferences about relationships

expert forecasting survey Sales forecasts prepared by experts
outside the firm, such as economists, management consultants,
advertising executives, or college professors

exploratory research Research conducted to gather more information
about a problemn or to make a tentative hypothesis more specific

exporting The sale of products to foreign markets

extended decision making A consumer problem-solving
process employed when purchasing unfamiliar, expensive, or
infrequentty bought products

external search An information search in which buyers seck
information from sources other than their memorics

extreme-value stores Retailers that are a fraction of the size of
conventional discount stores and typically offer very  w prices
on smaller size name-brand nonperishable household items

family branding Branding all of a firm’s products with the same name

family packaging Using similar packaging for all of a firm's
products or packaging that has one common design element

feature article A manuscript of up to 3,000 words prepared for a
specific publication

Federal Trade Commission {FTC) An agency that regulates
a variety of business practices and curbs false advertising,
misleading pricing, and deceptive packaging and labeling

feedback The receiver’s response to a decoded message

first-mover advantage The ability of a company to achieve
long-term competitive advantages by being the first to offer an
innovative product in the marketplace

fixed costs Costs that do not vary with changes in the number of
units produced or sold

focus group An interview that is often conducted informally,
without a structured questionnaire, in small groups of 8 to 12
people, to observe interaction when members are exposed
to an idea

franchising An arrangement in which a supplier (franchiser) grants
a dealer (franchisee) the right to sell products in exchange for
some type of consideration

free merchandise A manufacturer’s reward given to resellers that
purchase a stated quantity of products

free samples Samples of a product given out to encourage trial
and purchase

freight forwarders Organizations that consolidate shipments from
several firms into efficient lot sizes

full-service wholesalers Merchant wholesalers that perform the
widest range of wholesaling functions

functional modifications Changes affecting a product’s
versatility, effectiveness, convenience, or safety

General Agreement on Tariffs and Trade (GATT} An
agreement among nations to reduce worldwide tariffs and
increase international trade

general-merchandise retailer A retail establishment that offers a
variety of product lines that are stocked in considerable depth

general-merchandise wholesalers Full-service wholesalers with
a wide product mix but limited depth within product lines

generic brands Brands indicating anly the product category

geodemographic segmentation A method of market segmentation
that clusters people in zip code areas and smaller neighborhood
units based on lifestyle and demographic information

geographic pricing Reductions for transportation and other costs
related to the physical distance between buyer and seller

globalization The developnient of marketing strategies that treat
the entire world (or its major regions) as a single entity

good A tangible physical entity

government markets Feder state, county, or lacal governments
that buy goods and services to support their internal operations
and provide products to their constituencies

green marketing A strategic process involving stakeholder
assessment to create meaningful, long-term relationships with
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situational influences Influences that result from circumstances,
time, and location that affect the consumer buying decision
process

social class An open group of individuals with similar social
rank

social influences The forces other people exert on one’s buying
behavior

social network A website where users can create a profile and
interact with other users, post information, and engage in other
forms of Web-based communication

sacial responsibility An organization’s obligation to maximize
its positive impact and minimize its negative impact on
society

sociocultural forces The influences in a society and its culture(s)
that change people’s attitudes, beliefs, norms, customs, and
lifestyles

sole sourcing An organization’s decision to use only one
supphlier

source A person, group, or organization with a meaning it tries to
share with a receiver or an audience

Scuthern Common Market {(MERCOSUR) An alliance that
promotes the free circulation of goods, services, and production
factors, and has a cor  on external tari(f and commercial policy
among member nations in South America

special-event pricing Advertised sales or price cutting linked to a
holiday, season, or event

specialty products Items with unique characteristics that buyers
are willing to expend considerable effoit to obtain

specialty-line wholesalers Full-service wholesalers that
carry only a single product line or a few items within a
product line

stakeholders Constituents who have a “stake,” or claim, in some
aspect of a company’s products, operations, markets, industry,
and culcomes

statistical interpretation Analysis of what is typical and what
deviates [rom the average

storyboard A blueprint that combines copy and visual material to
show the sequence of major scenes in a commercial

straight commission compensation plan Paying salespeople
according to the amount of their sales in a given period

straight rebuy purchase A routine purchase of the same
prodncts under approximately the same terms of sale by a
business buyer

straight salary compensation plan Paying salespeople a
specific amount per time period, regardless of selling effort

strategic alliance A partnership that is formed to create a
competitive advantage on a worldwide basis

strategic business unit (SBU) A division, product line, or other
profit center within the parent company

strategic channel alliance An agreement whereby the products
of ane organization are distributed through the marketing
channels of another

strategic marketing management The process of planming,
implementing, and evaluating the performance of marketing
activities and strategies, both eflfectively and efficiently

strategic performance evaluation Establishing performance
standards, measuring actual performance, comparing actual
performance with established standards, and modifying the
marketing strategy, if needed

strategic planning The process of establishing an organizational
nissi  and formulating goals, corporate strategy, marketing
objectives, marketing strategy, and a marketing plan

strategic windows Temporary periods of optimal fit between the
key requirements of a market and the particular capabilities of a
company conipeting in that market

stratified sampling A type of probability sampling in which the
population is divided into groups with a conimon attribute and a
random sample is chosen within each group

styling The physical appearance of a product

subculture A group of individuals whose characteristics, values,
and behavioral patterns are similar within the group and different
from those of people in the surrounding culture

supermarkets Large, self-service stores that carry a complete line
of food products, along with some nonfood products

superregicnal shopping centers A type of shopping center with
the widest and deepest product mixes that attracts customers
from many miles away

superstores Giant retail outlets that carry food and nonfood
products found in supermarkets, as well as most routinely
purchased consumer products

supply chain All the organizations and activities involved with the
flow and transformation of products from raw materials through
to the end customer

supply-chain management (SCM) The coordination of all the
activities involved with the flow and transformation of supplies,
products, and information throughout the supply chain to the
ultimate consumer

supply management In its broadest form, refers to the processes
that enable the progress of value from raw materi o final
customer and back to redesign ard final disposition

support personnel Sales stalf members who facilitate selling but
usually are not involved solely with making sales

sustainable cempetitive advantage An advantage that the
competition cannot copy

SWOT analysis Assessment of an organization’s strengths,
weaknesses, opportunities, and threats

tactile communication Communicating through touching

target audience The group of people at whom advertisements are
aimed

target market A specific group ol customers on whom an
organization focuses its markeling efforts

team selling The use of a team of experts from all functional areas
of a firm, led by a salesperson, to conduct the personal selling
process

technical salespeople Support salespeaple who give technical
assistance to a firm’s current customers

technology The application of knowledge and tools to solve
problems and perform tasks more efficiently

telemarketing The iformance of marketing-related activities by
telephone

telephone depth interview An interview that combines the
traditional focns group’s ability to probe with the confidentiality
provided by telephone surveys

telephane survey A research method in which respondents’ answers
10 a questionnaire are recorded by an interviewer on the phone

television home shopping A form of selling in which products
are presented (o television viewers, who can buy them by calling
a toll-free number and paying with a credit card
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VRBO, 4

Vudu, 466

Walgreens, 182

Walgreens Boots Alliance, (64

The Wall Street Jowrnal, 20, 88,
102, 422

Walmart, 8, 18, 20, 32, 36, 62, 66,
69,98, 112, [17, 118, 164, 178,
186, 192, {93, 205, 207, 215,
221, 245, 258, 283, 302, 319,
337, 344, 345, 346, 366, 368,
372,382, 402, 426, 466

Walt Disney Compauy, 5, 260,
262

Warlby Parker, 49, 70, 230,
326-327

Warner Brothers, 232, 260, 413

Waterfall Resort Alaska, 464

Wayfair, 377

Weight Watchers, 264

Wells Fargo, 420-421

Wendy's, 5, 12, 278

Westlake Dermatology, 242

Whole Foods, 32, 64, 71, 98,
145, 226, 230, 258, 368, 420,
462

Wickr, 233

Wild Planet Foods, 264265

Wingstop Restaurants, 380

World Trade Organization, 196,
200-201

Wrangler, 53

Wrigley's, 244

Wyndham Hotel Group, 286

Kerox, 65
NiamenAir, 204
XPO Logistics, 351-352

Yahoa!, 220, 222, 232

Yankee Candle, 376

Yelp, 19, 96, 136, 150, 216, 296

Yeti coolers, 119

Yo 202,421

YouTube, 46, 130, 151, 153, 178,

, 216,220, 222, 223, 230,

238, 263, 397, 405, 406, 408,
411,412

Zagat, 136

Zales Jewlers, 222
Zappos, 9, 237-238, 335
Zara, [ 14, 348, 352, 365
Zoomdata, 99












534 Subject Index

Desire, creating, 432
Desk  bers, 384
Desktop computers, 62
Detail reps, 452
Developing countries lacking
infrastructure, 205
Dichotomous questions, 94
Differentiz  icing, 3i6, 317, 324
Differentiaicu targeting strategy,
L 112-113 1
Digital advertising, 428
Digital Advertising Alliance
(DAA), 233
Digital communication, 397, 404
Digital coupons,
growth of, 455, 463
via websites and mobile apps, 463
Digital currency, 225
Digital economy, 196
Digital marketing, 99
campaigns, 233
as career in murketing, C8-C9
defining, 214-215
ethical and legal issues, 231-234
growing, 428
growth and benefits of, 215-216
using all digital media, 214
Digital-marketing manager,
salaries of, C9
narketing research,
behavioral advertising and, 93
Digital media
adding a service dimension, 229
advantages and disadvantages
of, 429
creating opportunities, 214, 231
defining, 214
different types of, 216-225
growth of, 215
importance of, 62
increasing potential for conflict
between manufacturers and
intermediaries, 346
low-cost marketing options, 41
as mijor resource during the
consumer buying decision
process, 135-136
as aresearch to 88
revolutionized logistics, 349
tracking success of online
miarketing campaigns, 226
use accelerating worldwide, 195
users in China, [99
users in selected couutries, 190
using integrated marketing, 393
Digital Millennium Copyright
Act, 59
Digital strategy, marketers
measuring, 226
Digital tec  dlogy, 214
Digital Video Recorders
(DVR), 441
Direct channel for business
products, 338
Direct distribution channel, 358

Digit

Direct mail, 429
Direct marketing, 337, 376-379,
387,Cl15
Direct ownership, 204-205
Direct-response marketing, 376,
377-378
Direct selling, 378-379, 387
Disassocialive or negative
reference group, 149, 150
Discounts
for business products, 322-323,
325
cash, 322, 325
quantity, 322, 323, 325
seasonal, 322, 323, 325
trade, 322, 323, 325
Discount stores, 366368, 387
Discretionary income, 54
Disposable inconie, 54
Disruptive innovation, 275
Distribution
considerations, 230
corresponding to behavior
patterns of buyers, 342
for a craft brewer, 23
defined, 332
ethical issues, 69
international issues, 206
limiting, 208
method for coupons, 463
of products, 8
of services, 294-295
Distribution centers, 353
Distribution channel, 333-334,
335,357,358
Distribution component of the
marketing mix, 332, 357
Distribution management as career
in marketing, C13
Distribution manager, activities and
salagies of, C13
Distribution network, development
of, 281
Distributor, 383
Diversification, 31
Diversity in the workplace, 38
Dodd-Frank Wall Street Reform
and Consumer Protection Act,
57,59
Dodge Challenger SRT Demon, 217
Dogs  aducts as, 30
Dollar seores, 367
Dollar-volume analysis, 39
Domestic marketing, 201
Dominican Republic-Central
American Free Trade
Agreement (CAFTA-DR), 197
Do Not Call Implementation
Act, 59
Do Not Call Lists, 91

- Do-not-call registry, national, 378

Do-not-frack bill, 232

Door-to-door deliveries of
groceries, 230

Door-to-Door interviewing, 91

Downstream firms, 332-333

Daownstream supply-chain
activities, 332

Drop shippers, 384, 388

Dual distribution, 358

Dumping, 200

Durability, 278, 281

DVDs in the maturity phase, 251

Dynamic pricing, 315

Dynamics of technology, 62

Early adopters, 254
Early majority, 254
E-Cominerce, 46, 208-210
Economic conditions, impact on
marketing strategies, 5457
Economic dimension of social
responsibility, 66
Economic forces
affecting international markets,
188-190
inthe arketing environment,
5457
Economic instability disrupting
markets for U.S  oducts,
188-189
Economic responsihility to
compele fairly, 66
E  omy, marketing important to,
17-18
Edelman Trust Barometer, 6B
Effcctiveness, 26
Efficiency, 26
Elastic demand, 173, 308, 324
Elasticity, 307
Ele c vehicles, 193
Electric vehicles, segmentation
of, 112
Electronic data interchange (EDI),
3 358
Electronic marketing. See
E-marketing
lectronic ordering, 350
Electronic seanners, gathering
observational data, 94
Electrontic word of mouth, 411,
415,417
E-mail as semi-interactive, 92
E-marketing, 16-17, 214-215,
228-220
E-marketing as career in
marketing, C8
Embargoes, 191
Emergency medical services, 246
Emerging ma  1s, reaching, 189
Employee satisfaction, 291
Employment opportunities in
public relations, C13
Empty nesters, 408
Encoding, 396, 415
Endnring invelvement, 139
Enhanced Campaigns launched by
Google, 231

Environmental analysis, 50
of a marketing plan, 41-42
for Star Software Inc., Bl
Environmental factors influencing
business buying decisions, 177
Environmental forces
affecting international marketing
efforts, 187196
role in channel selection, 342
Environmental issues, consumers
and, 159
Environmental monitoring, 438
Environmental scanning, 50
Environmental threats, 50
Epinions.com, 411
Esteem needs, [43
e-tailer, digital marketing and rise
of, 213
Ethical behavior, codes of conduct
promoling, 72
Ethical climate, negative, 453
Ethical conduct, 453
Ethical dimension of soc
responsibility, 67-6Y
Ethical forces affecting international
markets, 192-194
Ethical issues
in marketing, 68-69
in marketing research, 101-102
Ethical standurds
for acceptable conduct, 67
affecting marketing efforts, 192
Ethics
businesses increasingly
concerned about, 170
codes, 61
defined, 72
incorporating into strategic
planning, 72-73
training, 456
Ethnicity as variable for
sepmenl  murkets,
Ethnic U.S, subcultures, 153
Europe, product placement not
favorably viewed in, 413
Eurapean Community. See
European Union (EU)
European Union (EU), 197-198
antitrust faws, 191, 194
law on cookies, 232
Evaluation of alternatives hy
consumers, 136
Evaluation stage of product
adoption, 253
Evaluative criteria, assessing
products in a consideration
set, 136
Event attendance, effect on brand
equiry, 412
Event sponsorship as a public
relations tool, 436
Everyday Low Prices (EDLPs), 319
Evoked set, 136
EvoTrip, 208
Exchange contrals, 191

4, 115
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Hong Kong, 199-200

Horizontal channel integration, 348

Horizontal integration, 358

Hotel rooms, demand-based
pricing for, 315

Hotel services, resellers for, 163

Hotels offering discounted
accommodations, 323

Hot sauces, 299

How-to videos, 130

Human intelligence tasks (HITs),
crowdsourcing, 93

Human observer, presence of, 94

Husband dominant decision
making, 149

Hypermarkets, 366, 368-369, 387

Hypothesis, developing, 8687

Idea generation, 275-276

Idea-generation phase, 297

Ideas, 6, 242

Identity theft, 155

Illegal copying, losses from, 234

IHegal drugs over the Internet, 236

Iliicit ¢-commerce, 234

Tllustrations in advertisements, 432

Immediate drop of an nuprofitable
product, 286

Immigrants. helping with
pop & gains, 64

Importes, 383

Importing, 201202

kmports of selected countries, 190

Import tariff, 191

Impulse buying, 138

Incentives, 90, 462

Income

defined, 54
providing a way to divide

markets, 116

Income statement for Stoneham
Auto Supplies, A1-A7

India, 189, 150, 191

Individual branding, 260-261

[ndustrial buying as career in
marketing, C11-C12

Industrial classification systems,
[66-167

In  trial demand, 172

Industrial distribntors, 338-339

Industrial markets, 108

In  rial Rey tion, 14

Industry grnups, number of
establishments in, 163

Inelastic denand, 73, 307, 308,
324

Influencers, 151, 174,213

Influencing taclics, matching to
prospects, 449

[nformation, costs and benefits of
obtaining, 83

Information base for an advertising
campaign, 424

Information flows
in integrated marketing
communications, 398
size of, 174
Information inputs, §41
Information search, 134, 135-136
Information system, discovering
customers’ real nee 15
Information technology (IT), 19
accelerating change, 214
growth of, 62
Infringement determined by the
courts, 260
In-home (door-to-door)
interview, 91
Innovation. Ford drives future,
[58- 9
Innovators, 254
In-person focus groups, 84
In-program prodnct placements,
415
Inseparability of production
and consumnption of services,
289, 293
[nside sales force, 450451
Inspection purchase method, [71
Instability as constant in the
global business environment,
188-189
Installations, 247
Institutional advertising, 420, 439
Institutional markets, 165
In-store demonstrations, 145
Intangibility
characteristics of, 292
of services, 288-289, 292, 294,
295, 297
Integrated marketing
communications, 393,
394-395, 398, 399, 403,
412
Intellectval property, 192, 197, 234
Intensity of coverage, 342, 358
Intensive distribution, 342, 358,
409
Interactive kiosks, 465
Interactive voice response
snrveys, 91
Interactivity of online media, 216
Interest, producing, 432
Interest stage of product
adoption, 253
Interior atmospheric elements, 375
Intermediaries, 294, 334, 342
Iniermodal transportation, 355-356
Internal search, i35
Internal sources of secondary
data, 88
International business condnct, 193
International environment,
political, legal, and regulatory
forces of, 190-192
International governmental
regulations complicating
supply chain, 342

International growth, encouraging,
186
International issues in marketing
research, 101, 102
International marketing
defined, 186-187
mixes, 205-207
strategy, 187
unique features of, 136
International markets
mades of entry into, 201-205
representing opportunities for
growth, 186
retailers seeing significant
growth potential in, 365
International monetary market,
fluctuations in, 191
Internationa] retailers, receptive
markets in the United States,
365
International Standard Industrial
Classification (ISIC) system,
166
International trade agreements,
196-201
Internet, access to, 19
Internet of Things, 62
Internet surveys, 92, 93
abuse of, 93-94
chance of being discarded,
93
software for conducting, 92
Interpersonal communication,
feedback occurring, 405
Interpersonal factors influencing
business buying decisions,
177
Interpretation, 142
Introduction stage of the product
life cycle, 249-250
Inventory, maintaining adequate,
170
Inventory management, 350,
351-352
Inventory-tracking using RFID
technology, 352
Inventory turnover rate for
Stoneham Auto Supplies,
AS
Investment, 169
It Can Wait campaign, 436

Japan, anti-briber:

Jobber, 383

Job interview, C5-C7

Job search activities in marketing,
c2-C3

Job search activities in marketing
career, C2-C3

Jobs in direct marketing, C15

Joint demand, £73

Joint ventuzes, 204

Just-in-time (JIT) approach, 351

w, 192

Key Performance Indicators

(KPIs), 227, C10
Kinesic communication, 405
Kluger Agency, 412

Labeling, 265-266
Laggards, 254
La mordida (the bite), 192
Landline telephones, 91
Language as predominant
communication form, 403
Lanham Act, 59
Laptop computers, 62
Late majority, 254
Late-mover advantage, 33-34
Laws influencing marketing
decisions and activities, 58—59
Layout of an advertisement, 432
Lean distribution, 351
Learning, 144-145
Legal and regulatory forces, 58-59
Lepal and regulatory infrastructure
of a country, 190
Legal dimension of social
responsibility, 66-67
Legal issues in channel
management, 356357, 359
Level of involvernent, 137139
Level of quality, 281
Licensing, 202-203
Life-saving produci
Lifestyle, 147-148
analysis, 18
healthier, 63
segmentation based on, 118, 119
Lifestyle shopping center, 373
Like-like relationship, 238
Limited decision making, bnyers
engaging in, 138
Limited exporting, 201
Limited-line retailers, 36%
Limited-line wholesalers, 383, 388
Limited-service wholesalers,
384-385, 388
Line extensions, 261, 272-273, 297
Listening, 449, 453
Loans to individuals with low
credit scores, 57
Lobbying, 51, 58
LocalPerks initiative, 225
Location-based technology, 225
Locations
of consumers in the target
audience, 428
critical to business success, 371
Logistics, 348, 358
Logistics management, 332, 357
Long range sales estimates, 122
Long-term customer relationships,
401
Low-contact services, 291

icing of, 321
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Missionary salespeople, 451452

Mission statement, 27

Mobile advertisements, 223, 224,
428

Mobile applications, 224

Mobile channeis, 393

Mobile devices, 19, 224

Mobile gaming, market for, 36

Mobile Internet usage, surpassing
desktop usage, 407

Mobile marketing, common tooks,
224

Mabile ordering and payment,
283

Mobile payments, 63, 183, 196,
225

Mobile payment systern, 182

Mobile technology, 225

Mobile websites, 224

Mobility, consumers and, 159

Mobility, decrease in a person’s, 105

Modern Martha (blog), 217

Modified rebny purchase, 172

Money refunds, 464, 469

Monopolistic competition, 52, 53

Monopoly, 52-53

Monster Board, C2

Molivation of salespeople, 458460

Motives, 118, 119, i42-144

MRO (maintenance, repair, and
operating) supplies, 247, 248

Multichanned distribution, 339

Multicultural sature of U.S.
society, 64

Multimedia messages, 224

Multimedia tracking services,
439

Mullinational corporations, 205

Multinational enterprise, 205

Multinational firms, 205

Multinational marketing, 201

Multiple-choice questions, 94

Multiple distsibution channels,
retaifers utilizing, 364

Multipte marketing channels,
using, 339-340, 342

Multiple packaging, 265

Multiple regression analysis, 126

Multiple soutcing, 176

Mnltiple-unil pricing, 318, 325

Multiplier effect causing greater
demand, 63

Name-brand goods at disconnted
prices, 370

NASCAR, television viewership
of, 82

National borders, marketing
across, 18

National Customer Satisfaction
Benchmark, 56

Naticnal market, stages of
expausion into, 280

Nalicns, economic differences
among, 188
Native advertising, 42223
Natural environment, protecting
and preserving, 70
Needs, promotion creating, 414
Negative balance of trade
considered barmful, 191
Negative word of mouth, 412
Negotiated contracts, 163, 171
Negotiated pricing, 317, 324
Negotiating styles of employees,
178
Negotiation purchase method, 171
Neighborhood shopping centers,
372
New-business sales, 451
New introductory promotion, 400
Nev  oduct
duyolopment, 274-281, 297
development process, 275
idcas, 275
meaning of, 274
phases of development, 275
pricing, 316
suceess rates, 250
Newspaners, 420
Newst ase, 437
New-task purchases, 172
1988 Trademark Law Revision
Act, 422
No-call lists, exceptions applying
to, 378
Noise, sources of, 397
Nonadopters, group of, 254
Nonbusiness organizations
employing advertising, 420
Nonfinaacial rewards, 38
Non-identifiers, 154
Nonmonetary costs determining
value, 9
Nonprice competition, 302
Nonprobability sampling, 88, 89
Nonprofit organizations, marketing
used in, 17
Nonselling time, minimizing, 460
Nonstore retailing, 376, 387
Nontariff barriers, effects of, 192
Nonverbal models of
communication, 449
Nonverbal signals, providing a
deeper understanding, 449
North American Free Trade
Apreement (NAFTA), 195, 166
North#  rican Industry
Classification System
(NAICS), 166
Nutrition Labeling Act of 1990, 266
Nutrition Labeling and Education
Act, 59

Ubjections, overcoming, 450
Objective-and-task approach, 426

Objective  racteristics, 136
Objectives
achieving by being customer-
oriented, 13
for the entire sales force, 454

Observation of subjects of a
research sammple, 34-95

Observed misconduct, 73

Odd-number pricing, 318, 325

Off-price retatlers, 369, 370-371,
387

Offshore outsourcing, 204

Qffshoring, 203

Oil prices, 188, 197, 199

Olay, 108, 109

Oligopoly, 53

One-day shipping option,
Amazon’s, 365

One for One modei®, 49

Online adults, percentage using
social networks, 218

Cnline advertising, 93, 231, 428

Online brand communities, 250

Online communities, 276

Online focus groups, 84-85

Online fraud, 233-234

Online media, characteristics of, 216

Online monitoring and analytics,
226-228

Online platforms, interacting with
sales force face-to-face, 457

Online retailing, 230, 377

Online sales promotion, 462

Online surveys, 90, 92

On-site eomputer interview, 92

On-time  ivery, 170

Open class, 152

Open-ended questions, 94

Open Skies agre  :nt, 198

Operating ratios for Stoneham
Auto Supplies, A5

Operations management, 332, 357

Opinion leaders, 151, 411

Opportunities
from chauges int  ironmental
forces, 12
linked to environmental
changes, 50

in a SWOT analysis, 33

Optimal price, 324

#OptOutside, 337

Order delivery, 350, 359

Crder processing, 350351, 359

Organizational competitiveness, 35

Organizational culture, 37

Organizational factors
influencing the buying
decision process, 177

Organizational markets, 108

Organizational perforimance,
enhancing, 15

Qrganizational resources and
opportunities, assessing, 34

Organizational structures vsed for
managing products, 297-298

Organizations
impacting distribution channels
chosen, 341
7ing ta change people’s
attitudes, 146
Organized retail crime, 155
Outdoor aclivities, 429
QOutside sale  1sons, 451
Outsourcing, £03, 349
Overall attitude toward an object, 146
Overnight air delivery service, 355
Overpricing, negative
repercussions of, 313

Pacific Rim regions, 199
Packaging, 263-265, 352, 355
Pain medication, 135
Pain relievers, perceptual map far,
284
Parinerships, 167, 169
Party plan, 379
Passive organization, 51
Patent infringement, 259
Patronage matives, 144
Payback analysis, 277
Payolfs, 192
Peak demand, 293
Peer-to-peer currency, 225
Peer-to-peer file sharing sites, 234
Penetration pricing, 316-317, 324
Peopie age 65 and over, increasing, 63
People-based services, prone to
finctuations in quality, 250
Perceived brand quality, 256, 257
Percent-of-sales approach, 426
Perception, 141-142
Perceptual mapping, 284
Perceptual organization, 142
Performance
analyzing actual, 3941
comparing actual with standards,
4142
evaluation of a product’s, 177
of Star Software Inc., B3, B9
Performance evaluation in a
marketing plan, 39, 43, B8
Performance ratios for Stoneham
Auto Supplies, Ad-AS5
Performance standards,
establishing, 38-39
Periodicals, 88
Periodic discounting, 317, 324
Perishability of services, 289, 292,
293,297
Personal appearance, attitudes
Loward, 146
Personal contacts as influential
sources of information, [35
Personal factors influencing career
cheices, C1-C2
Personal goals influencing business
buyer behavior, 168
Personal informaltion, use of, 232
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‘omotion (Continted)
deceptive, 415
defined, 398
effect on prices, 414
ethical issues, 69
general dimensions of, 394
international issues, 206
not deceptive, 414
possible objectives of, 399
product placement impacting,
413
of products, 8-9
on public issue, 421
role and objectives of, 398-399
of services, 295-296
word-of-mouth communication
affecting, 410411
Promational activities for concerts
and production of Broadway
shows, 471
Promotional budget affecting
intensity of promotional
methods, 407
Prometional efforts, 399-400, 401
Promotional messages, labels
containing, 266
Promotional methads
costs and avaiability of, 409
employing a variety of, 394
Promotional objectives, 399, 402,
407, 415
Promotional pricing, 316, 320, 324
Promotional role of a package, 264
Promotional strategies, comparison
of push and pull, 410
Promotional tools, more precisely
largeted, 394
Promaotion mix
elements of, 403-407
fuctors determining, 407-410,
415
Promoticn-related companies
providing one-stop shopping,
395
Prospecting, 448, 468
Prospects, identifying, 401
Prospect Zone, | 18
Prosperity in the business cycle,
56-57
Prototype, 277
Proxemic communication, 405
Psychographic variables, 114,
118-119, 120
Psychelogical influences on the
buying decision process,
141-148
Psychological pricing, 316,
318-319, 325
Publicity, 405406, 425, 436,
437-438, 440
Publicity-based public relations
tools, 440
Publicity releases, news value of,
438
Public policy, evaluating, 18

Public relations, 405-406 415, 435
analyzing how used ai
evaluated, 440
dehined, 436, 440
cvaluating effectiveness,
438-439
tools, 405-406, 436438
unfavorable, 406
Public relations as career in
marketing, C12-CI13
Public relations firms, top ten, 436
Public-relations personnel, salaries
of, CI3
Publicr  ions professionals,
knowledge of, C12
Public-sector corruption, ranking
of countries based on, 194
Public warehouses, 353
Pull mediom, 226
Pull medium, [nternet as, 226
Pull policy, 410, 415
Pulsing schedule, 429
Pwichase decisions, 150, 164, 170
Purchase diaries, 90
Purchase needs, governmenis
advertising, 165
Purchase stage, consumer choosing
to buy, 136-137
Purchasing agents 8, 174
Purchasing incentives, sales
promotion providing extra,
462
Purchasing managers, 174
Pure competition, 53
Pure Food and Drug Act, 58
Push adverstising on digital devices,
430
Push policy, 409, 415

QR scanning app, 225
Qualified bidders, placement on a
list of, 65

Qualitative data, 83

Quality, 281
balancing with sustainability, 20
building into a product, 278
maintaining a speciiic fevel of, 169
striking a balance with price, 169
variation in, 289, 290, 297

Quality modifications, 273

Quantitative data, 83

Quantity discounts, 322, 323, 325

Questioning, approaches to, 450

Question marks, prodncts as, 30

Questionnaires, 94, 101

Quotas, 191, 454

Quota sampling, 89

Race as variable for segmenting
markets, [14, 115
Rack jobbers, 384, 388

Radio, advantages and
disadvanlages of, 429

Radio frequency identification
(RFID), 352, 359

Raibmagds, 354

Ri  ray equipine
162

Randem discounting, 318, 324

Random factor analysis, 125

Random nur  r generators, 89

Random sampling, 89

Raw materials, 247

buyers of, 163
Reach, 428
of technology, 62

Reactive organization, 51

Reality programming, product
placetnents on, 413

Rebates, 464

Recall, measuring, 434

Recall test, 434, 439

Receiver of commuatication, 395

Recession in the business cycle,
56-57

Reciprocity, 168

Recognition of outstanding
performance, 38

Recognition programs, 459

Recognition test, 434, 439

Recovery in the business cycle,
36-57

Recruiting salespeople, 455-456

Recycling, 171

Recycling activities, 70

Reduce, reuse, recycle; goal of, 70

Reference groups, 149150

Reference pricing, 318--319, 325

Referrals, 448, 449

Refusal to deal, 357

Regional issues of magazines,
429, 431

Regional marketing, 201

Regional shopping centers,
372-373

Regression analysis, 126

Regulatory agencies, 5960

Reinforcement advertising, 402,
422,439

Relationship buiiding on social
media, 237-238

Relationship marketing, [6-17,
82, 189

Relation 3 selling, 453, 469

Reliability of a research
technique, 87

Remninder advertising, 422, 439

Reorder point, catculating, 351

Repuir services, providing, 279

Repeal sales, marketers depending
on, 447

Repetition, 136

Replacement parts, providing, 279

ReplyYes, 120

Reports on research, 96

Repositioning, 285-286

tnarket for,

Research
interpreting findings, 95-96
issues, 86
types of, §3-84
Research design, 86-87
Rescarch project, 86-87
Reseller markets, 163164
Resellers
encouraging during the maturity
stage, 251-252
packaging meeting needs of, 264
Reseller support, facilitating, 402
Restricted sales territories, 356
T  résumé, C4-C5
Retailers, 164—165, 358, 364
as channel captains, 345
as examples of intermediaries,
334
types of, 387
whaolesalers supporting, 342
Retailing, 364365, 387
strategic issues in, 371-376, 387
Rerail management as career in
marketing, Cl4-CI5
RetailMeNot, 455
Retail positioning, 375, 387
Rermmil stores
tion of, 371-373
s of, 365-371
Ruewuuers, 154
Return on investment (ROT)
evaluating a company’s, 97, 100
pricing for, 323

pricing objective, 303
for Ston Auto Supplies,
A5, AT

Reusable p: g, 264

Rights, consumer, 70

Risk-reduction strategies for
custorners, 9

Robinson-Patman Act, 58

Robocalls, 378

Robosurveys, 91

Roles, 148

Rollout process, 279

Routing and scheduling for
salespeople, 460

Routinized response behavior, 138

Rutes of thumb, relying on, 427

Run-out, 286

Russia, 188, 189

Safety needs, [43

Safety stock, 351

Salaries
of cust @ service manager, C8
of database administrators, CB
of digital-marketing manager, C9
in direct marketing, C15
of distributior  inagers, C13
of manufacturing sales

personnel, C11

in marketing research, C10
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