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ABOUT THIS EDITION
Your students experience marketing through billboards, 
television commercials, and even in the cereal aisle at the 
grocery store. Marketing 11e with its engaging presentation 
of concepts will give students the ability to recognize how 
much marketing principles play a role in their day-to-day 
lives. With coverage of current marketing practices and 
exciting new features Lamb, Hair, McDaniel�s Marketing 
11e will have your students saying, �Now that�s marketing.�

SO WHAT�S NEW?
If you are already familiar with Marketing, you may be 
asking, �So what�s new?� The answer is quite a bit. 

New Content
In addition to the dozens of new examples in each chapter, 
we have added new topical content and revised and updat-
ed existing material throughout the book. A series of end-of-
chapter Marketing Plan exercises�and the Marketing Plan 
Worksheets on their companion Web site� are designed to 
encourage students to apply the marketing principles and 
strategies they�ve just learned. At the completion of each 
exercise, students are one step closer to building a complete 
strategic marketing plan for a company of their choosing.

New Student Engagement
Regular study and practice throughout a course leads to 
better outcomes for both students and professors. Marketing 
classes have historically relied on intermittent and fewer 
assessments (a few case studies, mid-term and final exams, 
or a semester-long project or simulation) as the major meth-
od for assessing students. Because of this, students often 
focused their energies on courses that required frequent 
homework and sometimes relied on cramming for exams, 
or were left wondering if they were progressing appropri-
ately in the course. Likewise, instructors have had fewer 
points in the course to ensure that students understand the 
material. To help in this regard, we have developed a series 
of interactive exercises to keep students engaged and pre-
pare them for class discussion. These homework exercises 
use the most appropriate media (video or simulation for 

instance) and every question is automatically graded with 
immediate feedback, which provides review guidelines that 
link back to the text so students can come to class better 
prepared. Instructors can view dashboard reports to measure 
student performance and progress in the course. Please con-
tact your Cengage representative for more information. 

PART 1  We have retained the proven format of Chapter 1 
(An Overview of Marketing) and the Career Appendix that 
introduces students to various aspects of a career in market-
ing, like types of marketing jobs, pay scales, preparation for 
interviewing, and what to expect the first year on the job. 
Chapter 2 (Strategic Planning for Competitive Advantage) 
reintegrates the BCG portfolio matrix and culminates with 
a Marketing Plan Appendix on E-motion software, a real 
company based in Massachusetts. The thorough�and 
real�marketing plan helps students better understand the 
level of detail needed in plotting out a marketing strategy. 
Based on feedback, we�ve divided our old chapter on social 
responsibility and the marketing environment into two new 
chapters: Chapter 3 (Ethics and Social Responsibility) and 
Chapter 4 (The Marketing Environment). Chapter 3 cov-
ers the concept of civil society and the role ethics play in 
keeping it functioning smoothly. The chapter explores in 
depth the concepts of morality and business ethics, ethical 
decision making, and the cultural differences that affect 
the understanding and application of ethics. Chapter 3 
concludes with a detailed discussion of corporate social 
responsibility and cause-related marketing. Chapter 4 offers 
detailed updates on demographic groups and has new 
material related to global innovation as a technological fac-
tor in the marketing environment. Chapter 5 (Developing 
a Global Vision) has been greatly revised to reflect constant 
changes in the global marketplace. There is new material 
on job outsourcing and the growing protectionist trend of 
blocking foreign investment. Chapter 5 also covers doing 
business in India and China, and a new section updates 
the status of the European Union and how the U.S. inter-
acts with the EU as a trading partner.

PART 2  Chapter 6 (Consumer Decision Making) has 
been streamlined to keep the material focused. New 
examples keep the discussion relevant for today. Chapter 
7 (Business Marketing) has new statistics on business mar-
keting on the Internet and discussion of trends related to 
reintermediation. In Chapter 8 (Segmenting and Targeting 
Markets) we�ve thoroughly updated all the sections on 
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age, gender, and ethnic segmentation with the latest data 
and information on trends in behavior. The section on 
perceptual mapping has been updated with new graph-
ics. Chapter 9 (Decision Support Systems and Marketing 
Research) has a new expanded example to illustrate the 
research process. The sections on mystery shopping and 
ethnographic research have been updated and expanded. 
The section on blogging has been reframed to include the 
larger category of consumer-generated media and how mar-
keters make use of such media in their  research efforts. A 
new section examines how companies are using behavioral 
targeting combined with marketing research to increase 
advertising response and sales.

PART 3  Chapter 10 (Product Concepts) has been  
refreshed with new examples, and Chapter 11 (Developing 
and Managing Products) has a completely updated sec-
tion on the importance of innovation and revised mate-
rial on the marketing implications of the diffusion pro-
cess. Chapter 12 (Services and Nonprofit Organization 
Marketing) uses new examples to illustrate the Gap model 
and introduces the concept of peer-to-peer communication 
as a promotional tool used by nonprofit organizations.

PART 4  In many ways, business success depends on the 
efficiency and effectiveness of a company�s supply chain. 
That�s why for the Eleventh Edition, we have divided 
our old chapter on channels and supply chains into two 
new chapters to give each of these topics coverage that 
reflects their critical nature to today�s marketers. Chapter 
13 (Marketing Channels) identifies channel members and 
their functions,  describes channel structures, discusses how 
managers make channel strategy decisions, and explains 
the types of channel relationships and how they are man-
aged. Chapter 14 (Supply Chain Management)  introduces 
supply chain integration in a detailed section that precedes 
the discussion of the key processes of supply chain manage-
ment, including CRM, CSM, demand management, order 
fulfillment, manufacturing flow, supplier relationships, 
product development, and returns management. Chapter 
14  also covers the logistics function in the supply chain 
and identifies the ways companies assess the performance 
of the their supply chains. Chapter 15 (Retailing) contains 
new trends like pop-up shops and store-in-a-store that are 
becoming more prevalent and includes new information on 
the impact location decisions on stores. The chapter also 
includes updated retailing statistics. 

PART 5  Chapter 16 (Promotional Planning for Com-
petitive Advantage) has been thoroughly revised and 
reorganized to reflect the format followed in Chapter 2 
on marketing strategy. The communication process is 
described in detail, a quick introduction to the promo-tion-
al mix follows before a more thorough discussion of pro-
motional goals, AIDA, and integrated marketing commu-
nication is given. The chapter also includes information 
on the factors affecting the promotional mix as well as new 
examples throughout to keep the chapter content relevant 

for today�s students. Chapter 17 (Advertising and Public 
Relations) stays abreast of a wide variety of alternative 
media, including social media marketing. Current statistics 
on the impact of advertising and Internet advertising keep 
the chapter up to date. Chapter 18 (Sales Promotion and 
Personal Selling) has been streamlined to keep students 
focused on the high-level issues related to sales promotion 
and personal selling. 

PART 6  Chapter 19 (Pricing Concepts) includes a  revised 
section on pricing power. The chapter also  includes new 
sections on targeting technology used in conjunction with 
yield management systems and on guaranteed price match-
ing. Revised legislation on  resale price maintenance and 
predatory bidding is covered in Chapter 20 (Setting the 
Right Price), illustrating the dynamic impact of the legal 
environment on pricing decisions. The section on dis-
counts now includes an explanation of markdown money, 
and the strategy of making strong promotional claims 
and avoiding discounting is now part of the discussion on 
demand-oriented pricing tactics used during periods of 
inflation. Chapter 20 also covers the latest cases in price 
fixing.

PART 7  You may be wondering what we�ve done with 
the Internet chapter. Because the Internet touches every 
aspect of marketing, we have moved the content from 
that chapter into relevant chapters throughout the book. 
You�ll read integrated Internet content in every chap-
ter. New examples help illustrate the complex topic of 
Customer Relationship Management, the subject of 
Chapter 21.

New Annotated Marketing Plan
Our new marketing plan appendix after Chapter 2 includes 
annotations that tie each part of the plan to the material 
throughout the book  Students will see the correlation 
between the chapters in the book and the elements of a 
professional market-
ing plan for a real 
company.

New 
�Anatomy of� 
Feature
For several 
chapters in the 
Eleventh Edition of 
Marketing, we have 
created a unique 
graphic that illus-
trates a particular 
chapter concept. 
Each �Anatomy of� 
is set on a full page 

Integrated Marketing Campaign
Indiana Jones movie

A N ATO M Y  O F  A N

Lucas�lm Ltd. used integrated marketing 
communications to ensure that Indiana Jones and 
the Kingdom of the Crystal Skull was widely 
and consistently promoted 
before its release.

NASCAR cars 
increase publicity.

Hallmark greeting 
cards and Scholastic 
books hold kids� 
interest even after 
the movie leaves 
theaters.

Burger King�s �Indy 
Double Whopper� and 
Mars M&M�s tie the 
movie to summer fun.
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and uses photography to show how the elements of a con-
cept connect. The Eleventh Edition includes anatomies 
of a multinational company, buying decision, packaging 
design, product life cycle, store layout, integrated market-
ing campaign, and more. Anatomies help students visual-
ize the connection between marketing concepts and their 
real-world application. 

New �By the Numbers� Feature
Each chapter concludes with a quick numeric recap of the 
some of the interesting statistics from the chapter. By the 
Numbers keeps marketing alive for students and acts as an 
engaging and visual conclusion to the chapter.

CLASSIC FEATURES HAVE BEEN 
UPDATED AND ENHANCED
Marketing and You Surveys
Today�s students demand their courses be relevant, and 
to help you make that connection, we have added a short 
survey to each chapter opener. Adapted from material 
in the Marketing Scales Handbook, these short polls are 
an engaging way to introduce students to a new concept. 
Even though this is their first marketing course, Marketing 
& You polls show them that they already have experience 

with marketing. Scoring 
instructions are given, and 
general results provided. 
Marketing & You is not 
meant to be used 
in a scientific context; it is 
just an interesting and fun 
way to introduce the chapter 
material.

Visual Learning Outcome Summaries
Through our years of teaching, we know that not all stu-
dents learn the material the same way. Some can read 
books and understand the concepts just from their verbal 
presentation. Other students need to rewrite the material 
in their own words in order to understand it completely. 
Still others learn best from diagrams and exhibits. Student 
focus groups have  confirmed this experience in a more 
quantitative way.

For this reason, we have retained our visual Review 
Learning Outcomes, which are designed to give students a 
picture of the content, to help them recall the material. For 
example, Learning Outcome 4 in Chapter 5 discusses the 
various ways of entering the global marketing place. The 
detailed discussion, of everything from exporting to direct 
investment, ends with the following review:

These reviews are not meant to repeat every nuance 
of the chapter content. Rather, they are meant to provide 
visual cues that prompt the student to recall the salient 
points in the chapter.

Global Perspectives Boxes
Today most businesses compete not only locally and 
nationally, but globally as well. Companies that may have 
never given a thought to exporting now face competition 
abroad. Thinking globally should be a part of every 
manager�s tactical and strategic planning. Accordingly, 
we address this topic in detail early in Chapter 5. Global 
marketing is fully integrated throughout the book, cases, 
and videos, as well.

Our Global Perspectives boxes provide expanded 
global examples of the marketing issues facing  companies 
on several continents. Each box concludes with thought-
provoking questions carefully prepared to stimulate class 
discussion. You�ll read about how U.S. ethical practices 
compare around the globe, McDonald�s is moving into 
Russia, luxury retailers are becoming global giants, and 
more.

Please note your opinion on each of the  
following questions.

Think about where you buy cosmetics or  
personal care products. Using the following 
scale, enter the number that indicates how 
likely you are to:

 1 2 3 4 5 6
Not likely at all Extremely likely

__ Say positive things about the company to 
other people.

__ Recommend the company to someone 
who seeks your advice.

__ Encourage friends and relatives to do 
business with the company.

__ Consider the company your first choice to 
buy cosmetics or personal care products.

__ Do more business with the company in 
the next few years.

Now, total your score. Read the chapter to 
find out what your score means at the end.

The higher your score, the more likely you
are to do business with the company you
thought of and recommend it to others. That 
is, you have a commitment to the organiza-
tion and are likely a loyal customer. As you
read in Chapter 1, building relationships is a 
central part of the market orientation!

International
Trade
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Identify the various ways of entering 
the global marketplace
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Ethics in Marketing Boxes
In this edition we continue our emphasis on ethics. The 
Ethics in Marketing boxes, complete with questions 
focusing on ethical decision making, have all been revised. 
This feature offers provocative examples of how ethics 
comes into play in many marketing decisions. Is it ethical 
to advertise prescription drugs direct to consumers? Is it 
right for companies to use teens as buzz agents for their 
products? Are organic claims about products misleading? 
Are multiple distribution channels unethical? Students 
will consider these and many other hotly debated, ethical 
questions.

Customer Experience Boxes
At its very best, marketing is about creating an excellent 
experience for the consumer. In each chapter of this edi-
tion we have a new feature box that showcases a very cur-
rent example of the Customer Experience in action in 
light of that chapter�s topic. For example, has the customer 
experience at Starbucks�an integral part of that company�s 
brand and a huge factor in customer loyalty�been watered 
down in recent years? How does Zappos� great customer 
service help reduce cognitive dissonance? Did the recent 
presidential race tap into modern marketing principles�
that is, did Obama�s campaign managers use ground-level 
tactics on everything from segmentation and database 

management to analytics, social networking, and online 
communities to garner the best customer experience? 

Review and Applications
To help students focus their study time, we continue to 
group end-of-chapter discussions and writing questions with 
their related learning outcome summary. Questions are 
numbered according to the learning outcome to which they 
correspond. For example, the summary point for Chapter 8, 
Learning Outcome 4 has three related questions. They are 
numbered 4.1, 4.2, and 4.3. This organization helps students 
identify questions pertinent to the learning outcome they 
are studying, allowing each chapter to function as a series of 
content blocks that can be read over multiple study sessions.

Application Exercises
Application exercises at the end of each chapter give
students the opportunity to work with marketing concepts
in various real-world contexts. We incorporate
activities (rather than questions) to help students
appreciate the width and depth of the marketing industry.
These exercises come from instructors around
the country who have contributed their teaching ideas
to our unique supplement, Great Ideas in Teaching
Marketing, since the First Edition. Each exercise selected
was a winner in the �Best of the Great Ideas in
Teaching Marketing,� as voted by a panel of 35 faculty
judges. You can be sure that these applications will
be successful whether used as classroom activities or
team projects assignments.

Texting is the newest promotion tool being imple-
mented by the United Methodist Church in Pittsburgh, 
Pennsylvania, to try and reach a younger market. The
�Open Hearts, Open Minds, Open Doors� campaign
uses a combination of text messaging and outdoor adver-
tising media to attract people in the 18�34 age group.
Pittsburgh area Bishop Thomas Bickerton notes that, �We 
especially hope to bring more young people into our
churches and that means reaching out in new and inno-
vative ways that are relevant to our target market.�

To reach thousands of commuters and pedestrians, 
the campaign involves over 40 billboards and ads on
transit shelters encouraging people to text the word
�believe� to a designated number. What people hear 
is a longer message that invites them to attend a church
service. When they put in a ZIP code, they receive infor-

mation about a church in their area or get additional
information from UnitedMethodist.org. Additional ads 
will be delivered to content subscribers of 4INFO, an ad-
supported text message information service.

Churches of all denominations have had difficulty in
the past attracting young people. Research shows that 
almost 25 percent of the 18�34 age group have no reli-
gious affiliation and 41 percent attend church only once
a year.

The new promotional effort appears to be success-
ful. Bishop Bickerton said the church has received about 
100 messages a day, which is above expectations. The 
church is considering adding iTunes, YouTube, and other 
digital media next year.22

Do you think it is ethical for the church to promote
through text messages? Why or why not?

Churches Extend Their Reach in the Digital Age

Ritz-Carlton is the only service company to have won the 
prestigious Malcolm Baldrige National Quality Award 
twice. The chain placed first in guest satisfaction among 
luxury hotels in the most recent J.D. Power & Associates 
hotel survey. Ritz-Carlton spends about $5,000 to train 
each new hire. First is a two-day introduction to company 
values (it�s all about the service) and the 20 Ritz-Carlton 
�basics.� (Basic 13 is �Never lose a guest.�) Next comes 
a 21-day course focused on job responsibilities, such as 
a bellman�s 28 steps to greeting a guest. Each employee 
carries a plastic card imprinted with the credo and the 
basics, as well as the �employee promise� and the three 
steps of service. Step 1: �A warm and sincere greeting. 
Use the guests� name, if and when possible.�

Porters and doormen wear headsets, so when 
they spot your name on luggage tags, they can 
radio the information to the front desk. In addition, 
an in-house database called the Customer Loyalty 
Anticipation Satisfaction System stores guest prefer-
ences, such as whether an individual likes Seagram�s 
ginger ale or Canada Dry. The software also alerts 
front-desk clerks when a guest who�s stayed at other 
Ritz-Carltons has a habit of inquiring about the best 
sushi in town.6

Where does marketing research come into play 
at Ritz-Carlton? Is it really necessary for the Ritz-
Carlton to provide such a high level of service to 
keep its customers?

Ritz-Carlton Always Goes the Extra Mile

Describe the bases commonly used to segment consumer markets. Five bases are
commonly used for segmenting consumer markets. Geographic segmentation is 
based on region, size, density, and climate characteristics. Demographic segmen-
tation is based on age, gender, income level, ethnicity, and family life-cycle char-
acteristics. Psychographic segmentation includes personality, motives, and lifestyle 
characteristics. Benefits sought is a type of segmentation that identifies customers
according to the benefits they seek in a product. Finally, usage segmentation 
divides a market by the amount of product purchased or consumed.

4.1 Choose magazine ads for five different consumer products. For each ad,
write a description of what you think the demographic characteristics of the 
targeted market are.

4.2 Investigate how Delta Air Lines (www.delta.com) uses its Web site to 
cater to its market segments.

4.3 Is it possible to identify a single market for two distinctly different products?
For example, how substantial is the market composed of consumers who use
Apple and who drive Volkswagens? Can you think of other product combid -
nations that would interest a single market? (Do not use products that are
complementary, like a bike and a bike helmet. Think of products, like the
iPod and the car, that are very different.) Complete the following sentences
and describe the market for each set of products you pair together.

4

Karl Feld, Research Manager at D3 Systems Incorporated,
a Vienna, Virginia marketing research firm, explains how 
global research can create unique problems not found in
the United States. The story is told in his words.

Imagine you�re driving a vehicle of unknown manu-
facture with dials you can�t read down a muddy or dusty 
dirt track with no name to find a house with no number
to make sure your contractor�s employee interviewed the 
right respondent in a language you don�t speak. You�ve 
been doing this for days, maybe even weeks. There�s 
no running water, no electricity, no telephones, no mail
service and possibly no food other than what you�ve
brought with you. Welcome to collecting research data 
from most of the world�s people.

Questionnaire design in multicultural, multilingual 
research must use both the proper language and cul-
tural context to elicit the desired responses. Context 
applies both to the language in the survey and the way 
it is administered, which is often more important than 
the questionnaire design itself. People in some cultures
better relate to conversational interviewing styles than
fixed questionnaire order. Some cultures require sensi-
tive questions to be in a different order than others. In
some places, people will only talk in particular settings. 
In research that I conducted in Bosnia-Herzegovina, for 
example, questionnaires had to be administered in a
neutral location not affiliated with any local ethnic group.

Similarly, research in Arabic, Muslim countries which 
involve women generally must be conducted under the
watchful eyes of the responsible male family leader, as 

social custom requires women not meet with outsiders 
without male presence. In Russia, it used to be extremely 
difficult to get face-to-face interviews inside people�s 
homes. Public places were preferred. In Japan, it is only 
in private places like the home that face-to-face interviews
will capture meaningful data.

In my experience in yesterday�s Russia and Moldova,
and in today�s China, respondents asked questions of 
substance often will refuse to provide meaningful answers
without approval from another authority. This is especially 
the case when interviewing professionals. Appropriate 
lag time or preapproval, needs to be factored into 
timelines and interviewing environment to allow for this 
phenomenon.

I was also involved in a research study completed in 
South Africa. The study�s sample frame was to draw from 
all adults in South Africa. Given that many South African
villages lack building addresses, roads, and convenient 
grid layouts, sampling had to be designed using satellite
maps to select dwelling units using an interval formula.
A similar problem exists in Mexico, where streets are 
unidentified and houses unnumbered, compounded by 
walls and servants who keep strangers out. In Saudi
Arabia, there is no officially recognized census of popu-
lation and there are no elections and therefore no voter 
registration records or maps of population centers.21

Do you think that conducting research in develop-
ing countries is worth the effort? Do you think that doing
marketing research in Western Europe is the same as the
United States?

The Challenges of Global Marketing Research
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Some examples are researching the complete supply 
chain for a specified product; creating an advertising cam-
paign for a product, using the rules from the Hasbro game 
Taboo; role playing a televised interview after a marketing 
crisis; and much more.

Ethics Exercise
The business press has reported on numerous scandals and 
trials in recent years. Although some might say that these 
occurrences are the work of a few bad apples spoiling the 
bunch, it is clear that ethical decision making plays a very 
important role in a company�s success and prosperity. An 
Ethics Exercise appears at the end of every chapter. A 
brief scenario presents students with a situation in which 
the right thing to do may or may not be crystal clear. Use 
these exercises to show students the limitations to a code of 
ethics and to reinforce the importance of not simply con-
sulting existing rules of conduct, but also of developing an 
ethical personality.

Case Studies
One of the most powerful illustrations of how marketing 
concepts operate in the real world is the case study. Twelve 
chapters have new entrepreneurship cases, highlighting 
the challenges facing entrepreneurs in the 21st century. 

These cases focus on a wide variety of companies, and 
products, such as Harmonix� Guitar Hero, Disney, NFL 
International, Time Warner-Viacom, HBO�s True Blood, 
and Burger King and others. Your students will find these 
cases an exciting and challenging aspect of each chapter.

Company Clips
The Eleventh Edition retains our unique set of videos on 
companies your students and you will recognize, as well as 
the related summaries and discussion questions at the end 

of each chapter. Company 
Clips segments average 8 
minutes in length, which 
is enough time to cover 
core marketing issues fac-
ing Method, ReadyMade 
magazine, Sephora, Vans, 
Kodak, and Acid + All. 

Segments are rich enough to allow you to teach through 
the video, integrating lecture and video to create a richer 
learning experience. Tips on how to do this are included 
in the Instructor Manual with Video Guide.

Marketing Miscues
Mistakes can have tough consequences, but they also offer 
a great lesson. This is especially true in marketing. At the 

end of each part, you will find new 
cases that describe good and bad 
ideas that couldn�t make it in the 
rough-and-tumble marketplace. 
Often amusing and always interest-
ing, these cases, including Apple�s 
botched launch of MobileMe, 
Bruce Springsteen�s fan criticism 
aimed at his exclusive distribu-
tion partnership with Wal-Mart, 
and invasion-of-privacy complaints 
against Google�s �Street View� map-

ping feature, will help your students avoid the same mis-
takes made by these well-known companies. After all, mak-
ing smart decisions is at the heart of successful marketing.

Critical Thinking Cases
In today�s dynamic business environment, managers must 
constantly make decisions. For that reason, marketers 

EXERCISES

APPLICATION EXERCISE 1
You may think that creating advertising is easy. After all, you have a lot of expe-
rience with advertising, having been bombarded with advertisements since you 
were a child. But creating advertising presents real challenges. In this exercise,
you will be challenged to create an ad for a new product for animal use that is 
based on a product used by humans. Some examples include bras for cows, claw
polish for tigers, and �Minute Mice� for cats. You can pick any product and any 
animal, but the combination must make sense.82

Activities

1. You have been hired by the purveyor of your chosen product to create a
print advertisement. Lay out your ad on a piece of paper that is no smaller
than 8.5 by 11 inches and no larger than 11 by 14 inches. Include a head-
line, illustration, logo, and body copy. Your illustration may be either hand-
drawn or clipped from a magazine.

2. Include the copy for your ad directly on the front of the ad unless your copy 
blocks are too large for you to be legible or neat. If that is the case, then 
label your copy blocks with letters, put them on the back of your ad, and
write the corresponding letter in the appropriate place on the front of the ad.

3. Don�t forget to pick your own brand name for the product or service 
(like �Minute Mice�).

ETHICS EXERCISE
www.cancerpage.com offer cancer patients sophisticated 

medical data and advice in exchange for personal information that is then
sold to advertisers and business partners and used by the Web sites to
create products to sell back to patients. Some argue that cancer patients
visiting these sites are willingly exchanging their personal information for
the sites� medical information. Others contend that this kind of exchange 
is unethical.

Questions

1. Is this practice ethical?
2. Does the AMA Statement of Ethics have anything to say about this issue? 

Go to www.marketingpower.com and review the statement. Then, write a 
brief paragraph on what the AMA Statement of Ethics contains that relates
to this situation.

CASE STUDY: HARMONIX

EMBRACE YOUR INNER ROCK STAR
Little more than three years ago you had probably never heard of Harmonix.
In 2005 the videogame design studio released Guitar Hero, which subsequently 
became the fastest videogame in history to top $1 billion in North American
sales. The game concept focuses around a plastic guitar-shaped controller. 
Players press colored buttons along the guitar neck to match a series of dots
that scroll down the TV in time with music from a famous rock tune, such as
the Ramones� �I Wanna Be Sedated� and Deep Purple�s �Smoke on the
Water.� Players score points based on their accuracy. In November 2007,
Harmonix released Rock Band, adding drums, vocals, and bass guitar options
to the game. Rock Band has sold over 3.5 million units with a $169 price 
t ( t id t il t $50 60) I 2006 H i � f d ld
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must be able to quickly evaluate data and craft appropri-
ate response strategies. In the hope of better preparing 

the next generation 
of business leaders, 
Marketing, Eleventh 
Edition, helps stu-
dents develop critical 
thinking skills with 
a more challeng-

ing comprehensive case at the end of each of the seven 
major parts�all of them new for this edition. Critical 
Thinking Cases feature issues  confronting well-known 
brands such as Levi�s Netflix, and Amazon, and ask stu-
dents to evaluate the situation, identify key issues, and 
make decisions.

OUR PEDAGOGY IS 
DESIGNED WITH YOUR 
STUDENTS IN MIND
All of our content is anchored by the cornerstone of our 
text, our fully Integrated Learning System (ILS). The 
text and all major supplements are organized around the 
learning outcomes that appear at the beginning of each 
chapter, so Marketing is both easy to teach from and to 
learn.

Just like the content in the textbook, material in the 
Instructor Manual, Test Bank, and PowerPoint presenta-
tion is all clearly organized by learning outcome number. 
In addition, we consider multiple learning styles in the 
organization of our text pedagogy.

Our Text Pedagogy Excites 
and Reinforces Learning
Pedagogical features are meant to reinforce learning, but 
that doesn�t mean that they have to be boring. We have 
created teaching tools within the text itself that will excite 
student interest as well as teach. Not one of our features is 
casually included: Each has been designed and written to 
meet a specific learning need, level, or style.

� Terms: Key terms appear in boldface in the text, with 
definitions in the margins, making it easy for students 
to check their understanding of key definitions. A com-
plete alphabetical list of key terms appears at the end 
of each chapter as a study checklist, with page citations 
for easy reference.

� Review and Applications: The end of each chapter 
contains a section titled Review and Applications, a 
summary that distills the main points of the chapter. 
Chapter summaries are organized around the learn-
ing outcomes so that students can quickly check 
their understanding of chapter concepts. Discussion 

 questions and activities are under the learning out-
come to which they pertain.

� Writing Questions: To help students 
improve their writing skills, we have 
included writing exercises in the review 
section at the end of each chapter. 
These exercises are marked with the 
icon shown here. The writing questions 
are designed to be brief, so that students 
can accomplish writing assignments in a 
short time and instructors� grading time 
is minimized.

� Team Activities: The ability to work 
collaboratively is a key to success in 
today�s business world. End-of-chapter 
team activities, identified by the icon 
shown here, give students opportunities 
to learn to work together by engaging 
in consensus building and problem 
solving.

� Online Activities: Understanding how 
to use the Internet for professional 
(and academic) purposes is critical in 
today�s business environment. End-of-
chapter activities accompanied by the 
icon to the left give the students the 
opportunity to hone their skills in this 
area. 

� Application Exercise: These activities are based on 
winning teaching ideas from the �Best of the Great 
Ideas in Teaching Marketing� contest held in con-
junction with the publication of the Eighth Edition. 
Developed by professors across the country, these exer-
cises allow students to explore the principles of market-
ing in greater detail through engaging and enjoyable 
activities.

� Ethics Exercise: Short ethical dilemmas help students 
practice doing the right thing. Questions following 
each scenario prompt students to make an ethical deci-
sion and explain the rationale behind it.

� Case Studies: All chapters contain a case study with 
questions that help students work through problems 
facing real small businesses today.

� Company Clips: All chapters contain a summary of 
the Company Clip video with related viewing and 
discussion questions.

All components of our comprehensive support package 
have been developed to help you prepare lectures and tests 
as quickly and easily as possible. We provide a wealth of 
information and activities beyond the text to supplement 
your lectures, as well as teaching aids in a variety of formats 
to fit your own teaching style.
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WE INTEGRATE TECHNOLOGY 
IN A MEANINGFUL WAY
From the beginning, we have integrated new technolo-
gies into our Integrated Learning System in a meaning-
ful way. The Eleventh Edition continues this tradition 
by adding new and exciting content to our technology 
materials. We have also enhanced and refined popular 
media supplements to bring concepts alive in the 
classroom.

WebTutor� (for both WebCTfi, 
and Blackboardfi) 
Online learning is growing at a rapid pace. Whether you 
are looking to offer courses at distance or to offer a Web-
enhanced classroom, South-Western/Cengage Learning 
offers you a solution with WebTutor. WebTutor provides 
instructors with text-specific content that interacts with 
the two leading systems of higher education course 
management�WebCT and Blackboard. 

WebTutor is a turnkey solution for instructors who 
want to begin using technology like Blackboard or WebCT 
but who do not have Web-ready content available, or who 
do not want to be burdened with  developing their own 
content. WebTutor uses the Internet to turn everyone 
in your class into a frontrow student. WebTutor offers 
interactive study guide features such as quizzes, concept 
reviews, animated figures, flashcards, discussion forums, 
Ask the Author and Company Clip video clips, and more. 
Instructor tools are also provided to facilitate communica-
tion  between students and faculty.

Who Wants to Be a Marketer?
When we debuted Who Wants to Be a Marketer? with 
the Sixth Edition, we did not anticipate how popular 
it would become. Developed by John Drea of Western 
Illinois University, this exciting supplement to the Eleventh 
Edition of Marketing by Lamb, Hair, and McDaniel is 
an in-class, computer-based game. Who Wants to Be a 
Marketer? is a fun and exciting way to review terminology 
and concepts with students. 

The game is simple to use in a traditional or an elec-
tronic classroom Formatted for Microsoft PowerPoint, the 
game has two rounds of fifty original questions per chap-
ter, for a total of 1,500 questions! Both versions of Who 
Wants to Be a Marketer? are available only for adopters of 
Marketing by Lamb, Hair, and McDaniel.

We Offer a Companion Web Site
Lamb, Hair, and McDaniel�s Web site at www.cengage.
com/marketing/lamb contains the key supplements that 
support the textbook: Instructor�s Manual, Test Bank, and 

the PowerPoint presentation without embedded video. 
There is also a �Talk to the Author� button where you can 
submit your comments and questions. For students, the 
companion Web site offers crossword puzzles of key terms, 
interactive quizzes, and career exercises with electronic 
resources to help them investigate careers in the various 
marketing fields.

INNOVATIVE AND VALUABLE 
INSTRUCTOR SUPPLEMENTS
Instructor Resource CD-ROM
Managing your classroom resources is now easier than 
ever. The new Instructor Resource CD-ROM contains all 
key instructor supplements�Instructor�s Manual, Certified 
Test Bank, and PowerPoint, with embedded videos, Who 
Wants to Be a Marketer?, and ExamView testing software.

Video Package
Available on DVD, the video package to accompany 
Marketing, 11e, continues to showcase the nuts and bolts of 
marketing at modern companies. The rich Company Clip 
videos will help reinforce what you�ve learned by show-
ing people who are doing marketing every day�and not 
according to thematic units.

A Value-Added Instructor 
Manual Like No Other
Our Instructor�s Manual is the core of our Integrated 
Learning System. For the Eleventh Edition of Marketing, 
we have made our popular Instructor�s Manual even more 
valuable for new and experienced instructors alike. Here is 
a list of the features that will reduce class preparation time:

� Suggested syllabi for 12- and 16-week terms.

� A pedagogy grid for each chapter briefly laying out 
1) all the options the professor has in the chapter, and 
2) the key points addressed by the features in each 
chapter. The features included on the grid are the 
boxed features, Application Exercise, Ethics Exercise, 
Case Study, and Company Clip.

� Three suggested lesson plans for each chapter: a lec-
ture lesson plan, a small-group work lesson plan, and a 
video lesson plan.

We have retained the proven features like the chapter 
outline, lists of support material, additional class activities, 
and solutions for all Review and Applications, Case Studies, 
Marketing Miscues, and Critical Thinking Cases in the 
book. There are also teaching tips for setting up each of the 
Application Exercises. Our manual is truly �one-stop shop-
ping� for instructors teaching any size marketing course.
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Certified Test Bank and Windows 
Testing Software
The Test Bank of the Eleventh Edition has been reviewed 
by a panel of marketing faculty across the country who 
helped identify questions that may cause problems in 
their implementation. Faculty reviewers have helped us 
cull any troublesome questions. You can be sure that, no 
matter which questions you select for quizzes, tests, and 
exams, they are of the best quality. The Test Bank is orga-
nized around the learning outcomes to help you prepare 
on a class-by-class basis; and all questions are tagged with 
relevant AACSB standards to help you monitor trends in 
student performance necessary for accreditation. The Test 
Bank is available in print and new Windows software for-
mats (ExamView testing software).

With ExamView, you can choose to prepare tests 
that cover all learning outcomes or that emphasize only 
those you feel are most important. This updated Test 
Bank is one of the most comprehensive on the market, 
with over 3,500 true/false, multiple-choice, scenario, 
and essay questions. Our testing database, combined 
with the ease of ExamView, takes the pain out of exam 
preparation.

WebTutor� Tool Box
Preloaded with content and available via a free access 
code when packaged with this text, WebTutor� ToolBox 
pairs a range of supplemental content with sophisticated 
course management functionality. You can assign materi-
als (including online quizzes) and have the results flow 
automatically to your grade book. WebTutor� ToolBox 
is ready to use as soon as you log on�or you can custom-
ize its preloaded content by uploading images and other 
resources, adding Web links, or creating your own practice 
materials. Students only have access to student resources 
on the Web site. Instructors can enter an access code for 
password-protected Instructor Resources.

Other Outstanding Supplements
� Handbook for New Instructors: Getting Started with 

Great Ideas: This helpful supplement was specifically 
designed for instructors preparing to teach their first 
course in principles of marketing. We have bolstered 
our helpful hints on everything from developing a 
course outline to grading, with winning general teach-
ings from our �Best of the Great Ideas in Teaching 
Marketing� contest. To give you a complete resource 
for teaching ideas, we have included all of the winning 
entries, nearly one hundred in all, at the end of the 
Handbook. You�ll find great teaching ideas for every 
chapter, plus a wealth of general tips. If you�re new, 
let professors from around the country help you get 
started teaching principles of marketing!

� Great Ideas in Teaching Marketing: We have begun 
collecting Great Ideas on our instructor�s  resource 
page on the Lamb, Hair, and McDaniel Web site. In 
this way, we can accept submissions year-round. Great 
Ideas in Teaching Marketing will still be published 
with each new edition of Marketing as part of the 
Handbook for New Instructors. You can also review 
all current great ideas by chapter at www.cengage.
com/marketing/lamb.

INNOVATIVE AND VALUABLE 
STUDENT SUPPLEMENTS
Marketing, 11e, provides an excellent vehicle for learning 
the fundamentals. For students to gain a true understand-
ing of marketing, however, it�s best if they can apply the 
principles they are learning in the classroom. And it�s best 
if they have study aids that address their particular learning 
style. Our student supplements meet the needs of a variety 
of learning styles, from visual to auditory, from hands-on to 
abstract conceptualization.

WebTutor� (for both WebCTfi, 
and Blackboardfi):
Students how learn best with online technology will 
appreciate all WebTutor has to offer their study program. 
From quizzes to games and threaded discussion to concept 
reviews, Web Tutor provides students a full range or learn-
ing tools to master principles of marketing. 

Wall Street Journal Edition: 
This Wall Street Journal edition makes it easy to bring the 
real world into the classroom, providing numerous oppor-
tunities to relate economic concepts to daily news stories. 
New copies of Marketing, 11e, can include an optional card 
entitling students to subscriptions to the Wall Street Journal 
and WSJ.com, giving students access to many articles used 
as examples in this textbook. Contact your local representa-
tive for pricing and optional bundling information.

MEET THE AUTHORS
Charles W. Lamb 
Charles W. Lamb is the M.J. Neeley Professor of Mar-
keting, M.J. Neeley School of Business, Texas Christian 
University. He served as chair of the department of mar-
keting from 1982 to 1988 and again from 1997 to 2003. 
He is currently chair of the Department of Information 
Systems and Supply Chain Management and is a former 
president of the Academy of Marketing Science and the 
Southwestern Marketing Association.
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Lamb has authored and co-authored more than a 
dozen books and anthologies on marketing topics and over 
150 articles that have appeared in academic journals and 
conference proceedings.

In 1997, he was awarded the prestigious Chancellor�s 
Award for Distinguished Research and Creative Activity at 
TCU. This is the highest honor that the university bestows on 
its faculty. Other key honors he has received include the M.J. 
Neeley School of Business Research Award and selection as a 
Distinguished Fellow of the Academy of Marketing Science 
and a Fellow of the Southwestern Marketing Association.

Lamb earned an associate degree from Sinclair 
Community College, a bachelor�s degree from Miami 
University, an MBA from Wright State University, and a 
doctorate from Kent State University. He previously served 
as assistant and associate professor of marketing at Texas 
A&M University.

Joseph F. Hair, 
Joseph Hair is Professor of Marketing at Kennesaw State 
University. He previously held the Alvin C. Copeland 
Endowed Chair of Franchising and was Director, 
Entrepreneurship Institute, Louisiana State University. 
Hair also held the Phil B. Hardin Chair of Marketing at 
the University of Mississippi. He has taught graduate and 
undergraduate marketing and marketing research courses.

Hair has authored 40 books, monographs, and cases, 
and over 70 articles in scholarly journals. He has also par-
ticipated on many university committees and has chaired 
numerous departmental task forces. He serves on the edito-
rial review boards of several journals.

He is a member of the American Marketing 
Association, Academy of Marketing Science, Southern 
Marketing Association, and Southwestern Marketing 
Association. He was the 2004 recipient of the Academy of 
Marketing Science Excellence in Teaching Award and rec-
ognized in 2007 as Innovative Marketer of the Year by the 
Marketing Management Association.

Hair holds a bachelor�s degree in economics, a mas-
ter�s degree in marketing, and a doctorate in marketing, all 
from the University of Florida. He also serves as a market-
ing consultant to businesses in a variety of industries, rang-
ing from food and retail, to financial services, health care, 
electronics, and the U.S. Departments of Agriculture and 
Interior.

Carl McDaniel
Carl McDaniel is a professor of marketing from the 
University of Texas�Arlington, where he currently holds 
courses for the executive MBA program on campus and 
in China. He was the chairman of the marketing depart-
ment at UTA for 32 years. McDaniel�s career spanned 
more than than 40 years during which he the recipient 
of several awards for outstanding teaching. McDaniel has 
also been a district sales manager for Southwestern Bell 
Telephone Company and served as a board member of the 
North Texas Higher Education Authority, a billion-dollar 
financial institution.

In addition to Marketing, McDaniel has written and
co-authored over 50 textbooks in marketing and busi-
ness. McDaniel�s research has appeared in such publi-
cations as the Journal of Marketing, Journal of Business  
Research, Journal of the Academy of Marketing Science, and 
California Management Review.

McDaniel is a member of the American Marketing 
Association, the Academy of Marketing Science, and the 
Society for Marketing Advances. In addition to his aca-
demic experience, McDaniel has business experience 
as the co-owner of a marketing research firm. Recently, 
McDaniel served as senior consultant to the International 
Trade Centre (ITC), Geneva, Switzerland. The ITC�s mis-
sion is to help developing nations increase their exports. 
He has a bachelor�s degree from the University of Arkansas 
and his master�s degree and doctorate from Arizona State 
University.
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Define the term marketing

Describe four marketing management philosophies

Discuss the differences between sales and market orientations

Describe several reasons for studying marketing

1

2

3

4

2



3

C
H

A
P

T
E

R
 1

 
 

A
n

 O
v

e
rv

ie
w

 o
f M

a
rk

e
tin

g

WHAT IS MARKETING?
What does the term marketing mean to you? Many people think it means the same as 
personal selling. Others think marketing is the same as personal selling and advertising. 
Still others believe marketing has something to do with making products available 
in stores, arranging displays, and maintaining inventories of products for future sales. 
Actually, marketing includes all of these activities and more.

Marketing has two facets. First, it is a philosophy, an attitude, a perspective, or a 
management orientation that stresses customer satisfaction. Second, marketing is 
activities and processes used to implement this philosophy.

The American Marketing Association�s definition of marketing focuses on the 
second facet. Marketing is the activity, set of institutions, and processes for creating, 
communicating, delivering, and exchanging offerings that have value for customers, 
clients, partners, and society at large.1

Marketing involves more than just activities performed by a 
group of people in a defined area or department. In the often-
quoted words of David Packard, cofounder of Hewlett-Packard, 
�Marketing is too important to be left only to the marketing 
department.� Marketing entails processes that focus on deliv-
ering value and benefits to customers, not just selling goods, 
services, and/or ideas. It uses communication, distribution, and 
pricing strategies to provide customers and other stakeholders 
with the goods, services, ideas, values, and benefits they desire 
when and where they want them. It involves building long-term, mutually rewarding 
relationships when these benefit all parties concerned. Marketing also entails an under-
standing that organizations have many connected stakeholder �partners,� including 
employees, suppliers, stockholders, distributors, and society at large.

Research shows that companies that reward employees with incentives and recognition 
on a consistent basis are those that perform best.2 Home Depot CEO Frank Blake rejects the 
notion that you should pay employees as little as you can and get as much work out of them 

as possible.3 The motto of Wegmans 
Food Markets, the Rochester-based 
grocery chain that has been ranked 
by Fortune magazine as the best com-
pany to work for in America, states, 
�Employees first, customers second.� 
The rationale is that if employees are 
happy, customers will be too.4

One desired outcome of market-
ing is an exchange; people giving up 
something to receive something they 
would rather have. Normally, we think 
of money as the medium of exchange. 
We �give up� money to �get� the 
goods and services we want. Exchange 
does not require money, however. 
Two persons may barter or trade such 
items as baseball cards or oil paintings.
An exchange can take place only if 
the following five conditions exist:

1.  There must be at least two parties.

2.  Each party has something that 
might be of value to the other 
party.

Please note your opinion on each of the 
following questions.

Think about where you buy cosmetics or 
personal care products. Using the following 
scale, enter the number that indicates how 
likely you are to:

 1 2 3 4 5 6
Not likely at all Extremely likely

__ Say positive things about the company to 
other people.

__ Recommend the company to someone 
who seeks your advice.

__ Encourage friends and relatives to do 
business with the company.

__ Consider the company your first choice to 
buy cosmetics or personal care products.

__ Do more business with the company in 
the next few years.

Now, total your score. Read the chapter to 
find out what your score means at the end.

1

marketing
The activity, set of institutions, 
and processes for creating, 
communicating, delivering, and 
exchanging offerings that have value 
for customers, clients, 
partners, and society at large.

exchange
People giving up something to 
receive something they would rather 
have.

Marketing is too 
important to be left 

only to the marketing 
department.
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3.  Each party is capable of communication and delivery.

4.  Each party is free to accept or reject the exchange offer.

5.  Each party believes it is appropriate or desirable to deal with the other party.5

Exchange will not necessarily take place even if all these conditions exist. They are, 
however, necessary for exchange to be possible. For example, you may place an advertise-
ment in your local newspaper stating that your used automobile is for sale at a certain 
price. Several people may call you to ask about the car, some may test-drive it, and one 
or more may even make you an offer. All five conditions are necessary for an exchange 
to exist. But unless you reach an agreement with a buyer and actually sell the car, an 

exchange will not take place. Notice that 
marketing can occur even if an exchange 

does not occur. In the example just dis-
cussed, you would have engaged in marketing 

even if no one bought your used automobile.

MARKETING MANAGEMENT 
PHILOSOPHIES
Four competing philosophies strongly influence an 
organization�s marketing processes. These philoso-
phies are commonly referred to as production, sales, 
market, and societal marketing orientations.

Production Orientation
A production orientation is a philosophy that focuses 
on the internal capabilities of the firm rather than on 
the desires and needs of the marketplace. A production 

orientation means that management assesses its resources and asks these questions: �What 
can we do best?� �What can our engineers design?� �What is easy to produce, given our 
equipment?� In the case of a service organization, managers ask, �What services are most 
convenient for the firm to offer?� and �Where do our talents lie?� Some have referred to 
this orientation as a Field of Dreams orientation, from the movie�s well-known line, �If we 
build it, they will come.� The furniture industry is infamous for its disregard of customers 
and for its slow cycle times. This has always been a production-oriented industry.

There is nothing wrong with assessing a firm�s capabilities; in fact, such assessments 
are major considerations in strategic marketing planning (see Chapter 2). A production 

orientation falls short because it does not consider whether the goods and services 
that the firm produces most efficiently also meet the needs of the marketplace. 
Sometimes what a firm can best produce is exactly what the market wants. For 
example, the research and development department of 3M�s commercial tape divi-

sion developed and patented the adhesive component of Post-It Notes a year before 
a commercial application was identified. In other situations, as when competition is 

weak or demand exceeds supply, a production-oriented firm can survive and even pros-
per. More often, however, firms that succeed in competitive markets have a clear under-
standing that they must first determine what customers want and then produce it, rather 
than focusing on what company management thinks should be produced.

Sales Orientation
A sales orientation is based on the ideas that people will buy more goods and services if 
aggressive sales techniques are used and that high sales result in high profits. Not only 

2

' ROSE ALCORN

production orientation
A philosophy that focuses on the 
internal capabilities of the firm rather 
than on the desires and needs of 
the marketplace.

sales orientation
The idea that people will buy more 
goods and services if aggressive 
sales techniques are used and that 
high sales result in high profits.

R E V I E W   L E A R N I N G  O U T C O M E

Define the term marketing1

Exchange

Promotion

Product Place

Price
Delivering

value Communicating
value

Creating
value

A B

Customer value
and beneficial
relationships
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are sales to the final buyer emphasized, but intermediaries are also encouraged to push 
manufacturers� products more aggressively. To sales-oriented firms, marketing means 
selling things and collecting money.

The fundamental problem with a sales orientation, as with a production orientation, 
is a lack of understanding of the needs and wants of the marketplace. Sales-oriented 
companies often find that, despite the quality of their sales force, they cannot convince 
people to buy goods or services that are neither wanted nor needed.

Some sales-oriented firms simply fail to understand what is important to their cus-
tomers. Many so-called dot-com businesses that came into existence in the late 1990s 
are no longer around because they focused on the technology rather than the customer.

Market Orientation
The marketing concept is a simple and intuitively appealing 
philosophy that articulates a market orientation. It states that 
the social and economic justification for an organization�s 
existence is the satisfaction of customer wants and needs 
while meeting organizational objectives. It is based on an 
understanding that a sale does not depend on an aggressive 
sales force, but rather on a customer�s decision to purchase 
a product. What a business thinks it produces is not of 
primary importance to its success. Instead, what customers 
think they are buying�the perceived value�defines a busi-
ness. The marketing concept includes the following:

1. Focusing on customer wants and needs so that the 
organization can distinguish its product(s) from 
competitors� offerings

2. Integrating all the organization�s activities, including production, to satisfy these 
wants

3. Achieving long-term goals for the organization by satisfying customer wants and 
needs legally and responsibly

The recipe for success is to consistently deliver a unique experience that your com-
petitors cannot match and that satisfies the intentions and preferences of your target 
buyers.6 This requires a thorough understanding of your customers and distinctive 
capabilities that enable your company to execute plans on the basis of this customer 
understanding, and delivering the desired experience using and integrating all of the 
resources of the firm.7

Firms that adopt and implement the marketing concept are said to be market ori-
ented. Achieving a market orientation involves obtaining information about customers, 
competitors, and markets; examining the information from a total business perspective; 
determining how to deliver superior customer value; and implementing actions to 
provide value to customers.

What are the names of some firms known for delivering superior customer value and 
satisfaction? The third annual National Retail Federation/American Express Customer 
Service Survey listed L.L. Bean, Zappos.com, Amazon.com, Overstock.com, and Blair 
as the top five U.S. retailers for customer service.8 BusinessWeek listed USAA, L.L. Bean, 
Fairmont Hotels, Lexus, and Trader Joe�s as its best-in-class Customer Service Champs.9

Understanding your competitive arena and competitors� strengths and weaknesses 
is a critical component of a market orientation. This includes assessing what existing or 
potential competitors might be intending to do tomorrow as well as what they are doing 
today. Western Union failed to define its competitive arena as telecommunications, 
concentrating instead on telegraph services, and was eventually outflanked by fax tech-
nology. Had Western Union been a market-oriented company, its management might 
have better understood the changes taking place, seen the competitive threat, and 
developed strategies to counter the threat.
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marketing concept
The idea that the social and 
economic justification for an 
organization�s existence is the 
satisfaction of customer wants 
and needs while meeting 
organizational objectives.

market orientation
A philosophy that assumes that 
a sale does not depend on an 
aggressive sales force but rather on 
a customer�s decision to purchase 
a product. It is synonymous with the 
marketing concept.
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Societal Marketing Orientation
The societal marketing orientation extends the marketing concept by acknowl-
edging that some products that customers want may not really be in their best 
interests or the best interests of society as a whole. This philosophy states that an 
organization exists not only to satisfy customer wants and needs and to meet orga-
nizational objectives, but also to preserve or enhance individuals� and society�s 
long-term best interests. Marketing products and containers that are less toxic 
than normal, are more durable, contain reusable materials, or are made of recy-
clable materials is consistent with a societal marketing orientation. The American 
Marketing Association�s definition of marketing recognizes the importance of a 
societal marketing orientation by including �society at large� as one of the con-
stituencies for which marketing seeks to provide value.

Although the societal marketing concept has been discussed for over 30 years, 
it did not receive widespread support until the early 2000s. Concerns such as 
climate change, the depleting ozone layer, fuel shortages, pollution, and raised 
health concerns have caused consumers and legislators to be more aware of the 
need for companies and consumers to adopt measures that conserve resources and 
cause less damage to the environment.

Studies reporting consumers� attitudes toward, and intentions to buy, more 
environmentally friendly products show widely varying results. One study that 
helps explain some of this contradiction found that 44 percent of consumers 
were �theoretically� interested in buying environmentally friendly products, but 
the proportion doing so was much less.10 The three top reasons customers gave 
for not following through by purchasing and using these more environmentally 
friendly products were: doubts about effectiveness, expense, and lack of availability 
at convenient outlets.11 Another study generally confirmed the notion that many 
consumers have favorable attitudes regarding environmentally friendly products 
but are not willing to accept tradeoffs. Specifically, 50 to 75 percent of consumers 

reported that environmental issues are important, but 
they are not willing to make tradeoffs for higher costs 
or lower performance. Only 5 to 10 percent are 
willing to accept tradeoffs to buy environmentally 
friendly products.12

Some believe that many consumers want to �go 
green� but don�t know where to start.13 One study 
found that while half of its respondents thought a 
company�s environmental record was important, only 
7 percent could name an environmentally friendly 
product they had purchased.14

Many marketers have made substantial commit-
ments to either produce products using more 
environmentally friendly processes or making more 
environmentally friendly products. Coca-Cola has 
committed to spending $44 million to build the world�s 
largest plastic-bottle-to-bottle recycling plant.15 The 
company has also set a goal of returning to commu-

nities and nature an equivalent amount of water 
as used in its beverages and their production.16 

Home Depot, UPS, and Wal-Mart are also 
among the business leaders in the so-called 

�eco-friendly� movement.17

What will the future bring? The cur-
rent trends are that more customers are 

becoming concerned about the environ-
ment each year, more customers are trying to buy environmentally friendly products 
and support more environmentally friendly companies, and more companies are 
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Describe four marketing management 
philosophies2

What can we
make or do best?

How can we sell
more aggressively?

What do customers
want and need?

What do customers
want and need, and
how can we benefit 

society?

Production

Orientation Focus

Sales

Market

Societal
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joining the movement by developing processes and products that do less damage to 
the environment than in the past. The number of �green� products released in the 
U.S. more than doubled from 2005 to 2007, and even more were introduced in 2008.18 
Adopting a societal marketing orientation and clearly communicating this decision and 
the actions that support it helps firms differentiate themselves from competitors and 
strengthens their positioning.

DIFFERENCES BETWEEN SALES 
AND MARKET ORIENTATIONS
The differences between sales and market orientations are substantial. The two orien-
tations can be compared in terms of five characteristics: the organization�s focus, the 
firm�s business, those to whom the product is directed, the firm�s primary goal, and the 
tools used to achieve those goals.

The Organization�s Focus
Personnel in sales-oriented firms tend to be �inward looking,� focusing on selling 
what the organization makes rather than making what the market wants. Many of 
the historic sources of competitive advantage�technology, innovation, economies of 
scale�allowed companies to focus their efforts internally and prosper. Today, many 
successful firms derive their competitive advantage from an external, market-oriented 
focus. A market orientation has helped companies such as the Royal Bank of Canada 
and Southwest Airlines outperform their competitors. These companies put customers 
at the center of their business in ways most 
companies do poorly or not at all.

A sales orientation has led to 
the demise of many firms including 
Streamline.com, the Digital Entertainment 
Network, and Urban Box Office. As one 
technology industry analyst put it, �No one 
has ever gone to a Web site because they 
heard there was great Java running.�19

Customer Value Customer value is the 
relationship between benefits and the sac-
rifice necessary to obtain those benefits. 
Customer value is not simply a matter of 
high quality. A high-quality product that 
is available only at a high price will not 
be perceived as a good value, nor will 
bare-bones service or low-quality goods selling for a low price. Instead, customers value 
goods and services that are of the quality they expect and that are sold at prices they 
are willing to pay. Value can be used to sell a Mercedes-Benz as well as a Tyson frozen 
chicken dinner.

Lower income consumers are price sensitive, but they will pay for products if they 
deliver a benefit that is worth the money.20 The Global Perspectives box in this chapter 
illustrates that point.

The automobile industry provides another illustration of the importance of creating 
customer value. To penetrate the fiercely competitive luxury automobile market, Lexus 
adopted a customer-driven approach, with particular emphasis on service. Lexus stresses 
product quality with a standard of zero defects in manufacturing. The service quality 
goal is to treat each customer as one would treat a guest in one�s home, to pursue the 

3

societal marketing orientation
The idea that an organization 
exists not only to satisfy customer 
wants and needs and to meet 
organizational objectives, but also 
to preserve or enhance individuals� 
and society�s long-term best interests.

customer value
The relationship between benefits 
and the sacrifice necessary to 
obtain those benefits.

Southwest Airlines was recently named one of BusinessWeek �Customer Service 
Champs,� and has ranked in as one of �America�s Top Ten� most admired 
corporations by Fortune magazine for 11 consecutive years.
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perfect person-to-person relationship, and to strive to improve continually. This pursuit 
has enabled Lexus to establish a clear, high-quality image and capture a significant 
share of the luxury car market.

Marketers interested in customer value:

Offer products that perform: �  This is the bare minimum requirement. The example 
discussed in the Global Perspectives box in this chapter illustrates the importance 
of listening to customers to determine the performance characteristics that are most 
important to them.

Earn trust: �  A stable base of loyal customers enhances a firm�s ability to grow and 
prosper. About 80 percent of Starbucks� revenues come from customers who visit 
the store an average of 18 times per month.22

Avoid unrealistic pricing: �  E-marketers are leveraging Internet technology to redefine 
how prices are set and negotiated. With lower costs, e-marketers can often offer lower 
prices than their brick-and-mortar counterparts. The enormous popularity of auction 
sites such as eBay and Amazon.com and the customer-bid model used by Priceline 
illustrates that online customers are interested in bargain prices. Many are not 
willing to pay a premium for the convenience of examining the merchandise and 

In the early 2000s the Mexican market share for Downy 
fabric softener was low and stagnant. Proctor & Gamble 
(P&G) wasn�t sure what could be done about it, since 
the assumption was that people who didn�t have modern 
washing machines didn�t use softener. Not wanting to 
compromise the Downy brand by dropping the price too 
much, P&G decided to try to come up with something 
specific to the needs of the lower-income consumer.

One of the things P&G people noticed was the prob-
lem of water. Millions of rural women still lug buckets 
back from wells or communal pumps. In the cities, many 
have running water for only a few hours a day. Most 
homes do not have fully automatic washing machines; 
even fewer have dryers. All this makes doing the laundry 
a seriously draining chore.

At the same time, lower-income Mexican women take 
laundry very, very seriously. They cannot afford to buy 
many new clothes, but they take great pride in ensuring 
that their family is dressed well. Sending your children to 
school in clean, ironed clothing is a visible sign of being 
a good mother. P&G found that Mexican women spend 
more time on laundry than on the rest of their housework 
combined. More than 90 percent use softener, even 
women who do some or all of their laundry by hand.

�By spending time with women, we learned that the 
softening process is really demanding,� recalls Antonio 
Hidalgo, P&G brand manager for Downy Single Rinse 

at the time of its debut in March 2004. A typical load 
of laundry went through the following six-step process: 
wash; rinse; rinse; add softener; rinse; rinse. No problem 
if all this is just a matter of pressing a button every once 
in a while. But it�s no joke if you are doing the wash 
by hand or have to walk half a mile to get water. Even 
semiautomatic machines require that water be added and 
extracted manually. And if you get the timing wrong, the 
water supply might run out in the middle. �The big aha!� 
says a P&G executive, was discovering how valuable 
water was to lower-income Mexicans. �And we only got 
that by experiencing how they live their life.�

Putting it all together, P&G knew that Mexican women 
liked to use softener; they had high standards for per-
formance; and doing the laundry was arduous and time 
consuming, and required large amounts of water.

Having identified a problem (making laundry easier 
and less water-intensive), P&G turned to its labs for an 
answer. Their solution: Downy Single Rinse. Instead of a 
six-step process, DSR reduced it to three�wash, add 
softener, rinse�saving enormous time, effort, and water. 
The product was launched in 2004 and became an 
immediate hit.21

What lessons can other consumer goods manufacturers 
learn from P&G�s experience? Explain why value is 
more important than price in marketing to lower-income 
households.

P&G in Mexico
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taking it home with them. Others will gladly pay a premium for an experience that 
is not only functionally rewarding, but emotionally rewarding as well. Executives at 
Starwood Hotels and Resorts� �W� chain believe that they are able to make an emo-
tional connection when customers walk through the door of their hotel room and 
see the bed with clean-looking, sumptuous linens and other amenities.23

Give the buyer facts: �  Today�s sophisticated consumer wants informative advertising 
and knowledgeable salespeople. It is becoming very difficult for business marketers 
to differentiate themselves from competitors. Rather than trying to sell products, 
salespeople need to find out what the customer needs, which is usually a combina-
tion of products, services, and thought leadership.24 In other words, salespeople need 
to start with the needs of the customer and work toward the solution.

Offer organization-wide commitment in service and after-sales support: �  According to 
Gartner Research vice president Michael Maoz, organizations should incorporate 
customer service as a wide-ranging business strategy in order to keep up with cus-
tomer expectations. �In the past, customer service was a department, the place that 
you called for specific redress of a grievance or information about your bill. Right 
now, rather than a function in that department, it is an enterprise strategy. That 
transition has profound implications on how we design all our processes across all 
our different communications channels.�25

Co-Creation: �  Some companies and products allow customers to help create their 
own experience. For example, TiVo allows people to watch chosen TV shows on 
their own schedules.

Customer Satisfaction Customer satisfaction is the customer�s evaluation of a good or 
service in terms of whether that good or service has met the customer�s needs and 
expectations. Failure to meet needs and expectations results in dissatisfaction with the 
good or service. Some companies, in their passion to drive down costs, have damaged 
their relationships with customers. Dell Computers, Home Depot, and Northwest 
Airlines are examples of companies where executives lost track of the delicate 
balance between efficiency and service.26 Each has realized change is needed 
and has implemented improvements. Firms that have a reputation for 
 delivering high levels of customer satisfaction do things differently from their 
competitors. Top management is obsessed with customer satisfaction, and 
employees throughout the organization understand the link between 
their job and satisfied customers. The culture of the organization is 
to focus on delighting customers rather than on selling products.

Nordstrom�s impeccable reputation for customer service comes 
not from its executives or its marketing team, but from the custom-
ers themselves. The retail giant is willing to take risks, do unusual 
and often expensive favors for shoppers, and reportedly even accept 
returns on items not purchased there. Still, they keep improving. 
The company recently installed a new database enabling salespeo-
ple to assist customers in locating items in inventory somewhere 
in the chain, but not in a particular store. Customers can then 
purchase these items online.27

Building Relationships Attracting new customers to a busi-
ness is only the beginning. The best companies view new-
customer attraction as the launching point for developing 
and enhancing a long-term relationship. Companies can 
expand market share in three ways: attracting new custom-
ers, increasing business with existing customers, and retaining 
current customers. Building relationships with existing customers directly addresses two 
of the three possibilities and indirectly addresses the other.

The Customer Experience box in this chapter provides more information about 
 providing customers with rewarding experiences that lead to long-term 
relationships.

customer satisfaction
Customers� evaluation of a good 
or service in terms of whether it has 
met their needs and expectations.
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Relationship marketing is a strategy that focuses on keeping and improving relation-
ships with current customers. It assumes that many consumers and business customers 
prefer to have an ongoing relationship with one organization than to switch continu-
ally among providers in their search for value. USAA is a good example of a company 
focused on building long-term relationships with customers. In 2007, a BusinessWeek/
J.D. Powers & Associates survey ranked USAA as the top provider of customer service 
among U.S. firms.29 Customer retention was a core value of the company long before 
customer loyalty became a popular business concept. USAA believes so strongly in the 
importance of customer retention that managers� and executives� bonuses are based, in 
part, on this dimension.

Most successful relationship marketing strategies depend on customer-oriented 
personnel, effective training programs, employees with authority to make decisions and 
solve problems, and teamwork.

Customer-Oriented Personnel For an organization to be focused on building relation-
ships with customers, employees� attitudes and actions must be customer oriented. 
An employee may be the only contact a particular customer has with the � rm. In that 
customer�s eyes, the employee is the � rm. Any person, department, or division that is not 
customer-oriented weakens the positive image of the entire organization. For example, 
a potential customer who is greeted discourteously may well assume that the employee�s 
attitude represents the whole � rm.

When one strips away all of the functions, plans, and 
strategies of marketing and asks the simple question, 
�What is this all about?� the answer is the customer 
experience. Think about it�whether you buy something a 
second or third time or become loyal to a brand depends 
on the experience that you had while purchasing and 
consuming the product or service. Most products need 
to be sold to a customer more than once in order for the 
company to start making money. Coca-Cola, for exam-
ple, would have real problems if people bought just one 
can of Coke and then never purchased a Coke again.

A theme that you will find running throughout this 
text is the critical importance of providing a good 
customer experience. In each chapter you will find a 
box entitled, �Customer Experience� that links the 
chapter material to the customer experience. Quality 
is the key driver that can make the customer experience 
a good one. When we speak of quality we aren�t simply 
referring to product quality or service quality. We are 
talking about having the highest quality personnel opera-
tions, financial operations, sales activities, and anything 
else with which the organization is involved. General 
Electric is the pioneer of a concept called �Six Sigma.� 
A company that adheres to Six Sigma will have only 
3.4 defects per 1 million opportunities to experience 

failure! Thus, purchasers almost never receive a defec-
tive product, which is the beginning of a good customer 
experience.

A good customer experience can lead to customer 
satisfaction, which, in turn, can lead to loyalty. 
Satisfaction and loyalty are related but different. 
Customers are satisfied when their needs and expecta-
tions are met. Customers are loyal when they buy again 
due to rational and emotional ties to the product or ser-
vice. While satisfaction is necessary for loyalty, it is not 
sufficient for true loyalty.

You would think that all companies would strive 
to create a great customer experience. However, a 
recent study showed that this is not the case. A study 
of executives conducted nationwide found that 80 per-
cent strongly agree that customer strategies are more 
important to a company�s success than ever before, 
but many companies fail to design and deliver those 
strategies and, as such, lose customer commitment 
and loyalty.28

Why do you think that some companies don�t have 
policies to maximize the customer experience? Why is 
there not a perfect one-to-one relationship between 
satisfaction and loyalty? That is, if you are satisfied, 
why might you not be loyal?

The Essence of Marketing

relationship marketing
A strategy that focuses on keeping 
and improving relationships with 
current customers.
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Isadore Sharp, founder, chair, and CEO of the Four Seasons hotel chain says 
that �personal service is not something you can dictate as a policy. It comes from 
the culture. How you treat your employees is how you expect them to treat the 
customer.�30

Some companies, such as Coca-Cola, Delta Air Lines, Hershey Company, 
Kellogg, Nautilus, and Sears, have appointed chief customer officers (CCOs). These 
customer advocates provide an executive voice for customers and report directly 
to the CEO. Their responsibilities include ensuring that the company maintains a 
 customer-centric culture and that all company employees remain focused on deliver-
ing  customer value.

The Role of Training Leading marketers recognize the role of employee training in cus-
tomer service and relationship building. Sales staff at The Container Store receive over 
240 hours of training and generous bene� ts compared to an industry average of 8 hours 
training and modest bene� ts.

Empowerment In addition to training, many market-oriented � rms are giving employees 
more authority to solve customer problems on the spot. The term used to describe this 
delegation of authority is empowerment. Employees develop ownership attitudes 
when they are treated like part-owners of the business and are expected 
to act the part. These employees manage themselves, are more likely 
to work hard, account for their own performance and the company�s, 
and take prudent risks to build a stronger business and sustain the 
company�s success. FedEx customer service representatives are trained 
and empowered to resolve customer problems. Although the average 
FedEx transaction costs only $16, the customer service representatives are 
empowered to spend up to $100 to resolve a customer problem.

Employees at Ritz-Carlton hotels are encouraged to take whatever steps 
they feel are necessary to ensure that guests enjoy their visits. Any employee 
can spend up to $2,000�without seeking permission from management�to 
solve a problem for guests. One Ritz-Carlton chef in Bali had special eggs and 
milk imported from Singapore and personally delivered by plane so that he 
could cook for a young guest with food allergies.31

Empowerment gives customers the feeling that their concerns are being addressed 
and gives employees the feeling that their expertise matters. The result is greater satis-
faction for both customers and employees.

Teamwork Many organizations that are frequently noted for delivering superior customer 
value and providing high levels of customer satisfaction, such as Southwest Airlines and 
Walt Disney World, assign employees to teams and teach them team-building skills. 
Teamwork entails collaborative efforts of people to accomplish common objectives. 
Job performance, company performance, product value, and customer satisfaction all 
improve when people in the same department or work group begin supporting and 
assisting each other and emphasize cooperation instead of competition. Performance is 
also enhanced when cross-functional teams align their jobs with customer needs. For 
example, if a team of telecommunications service representatives is working to improve 
interaction with customers, back-of� ce people such as computer technicians or train-
ing personnel can become part of the team with the ultimate goal of delivering superior 
customer value and satisfaction.

The Firm�s Business
A sales-oriented firm defines its business (or mission) in terms of goods and services. 
A market-oriented firm defines its business in terms of the benefits its customers seek. 
People who spend their money, time, and energy expect to receive benefits, not just 
goods and services. This distinction has enormous implications. As a senior executive of 
the Coca-Cola Co. noted, Coke is in the hydration business.32

empowerment
Delegation of authority to solve 
customers� problems quickly�usually 
by the first person that the customer 
notifies regarding a problem.

teamwork
Collaborative efforts of people to 
accomplish common objectives.
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Because of the limited way it defines its business, a 
sales-oriented firm often misses opportunities to serve 
customers whose wants can be met through a wide 
range of product offerings instead of specific products. 
For example, in 1989, 220-year-old Britannica had 
estimated revenues of $650 million and a worldwide 
sales force of 7,500. Just five years later, after three con-
secutive years of losses, the sales force had collapsed to 
as few as 280 representatives. How did this respected 
company sink so low? Britannica managers saw that 
competitors were beginning to use CD-ROMs to store 
huge masses of information, but chose to ignore the new 
computer technology, as well as an offer to team up with 
Microsoft.

It�s not hard to see why parents would rather give 
their children an encyclopedia on a compact disc 
instead of a printed one. The CD-ROM versions were 
either given away or sold by other publishers for under 
$400. A full 32-volume set of Encyclopaedia Britannica 
weighs about 120 pounds, costs a minimum of $1,500, 
and takes up four and one-half feet of shelf space. If 
Britannica had defined its business as providing infor-
mation instead of publishing books, it might not have 
suffered such a precipitous fall.

Adopting a �better late than never� philosophy, 
Britannica has made its complete 32-volume set avail-
able free on the Internet. The company no longer sells 
door-to-door and hopes to return to profitability by 
selling advertising on its Web site.

Answering the question �What is this firm�s busi-
ness?� in terms of the benefits customers seek, instead 
of goods and services, offers at least three important 
advantages:

It ensures that the firm keeps focusing on customers and avoids becoming preoccu- �
pied with goods, services, or the organization�s internal needs.

It encourages innovation and creativity by reminding people that there are many  �
ways to satisfy customer wants.

It stimulates an awareness of changes in customer desires and preferences so that  �
product offerings are more likely to remain relevant.

Having a market orientation and focusing on customer wants do not mean that cus-
tomers will always receive everything they want. It is not possible, for example, to profit-
ably manufacture and market automobile tires that will last for 100,000 miles for $25. 
Furthermore, customers� preferences must be mediated by sound professional judgment 
as to how to deliver the benefits they seek. As Henry Ford once said, �If I had listened 
to the marketplace, I would have built a faster, cheaper horse.�33 Consumers have a lim-
ited set of experiences. They are unlikely to request anything beyond those experiences 
because they are not aware of benefits they may gain from other potential offerings. For 
example, before the Internet, many people thought that shopping for some products was 
boring and time consuming, but could not express their need for electronic shopping.

Those to Whom the Product is Directed
A sales-oriented organization targets its products at �everybody� or �the average 
customer.� A market-oriented organization aims at specific groups of people. The fallacy 
of developing products directed at the average user is that relatively few average users 
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actually exist. Typically, populations are characterized by diversity. An average is simply 
a midpoint in some set of characteristics. Because most potential customers are not 
�average,� they are not likely to be attracted to an average product marketed to the aver-
age customer. Consider the market for shampoo as one simple example. There are sham-
poos for oily hair, dry hair, and dandruff. Some shampoos remove the gray or color hair. 
Special shampoos are marketed for infants and elderly people. There is even shampoo for 
people with average or normal hair (whatever that is), but this is a fairly small portion of 
the total market for shampoo.

A market-oriented organization recognizes that different customer groups want dif-
ferent features or benefits. It may therefore need to develop different goods, services, 
and promotional appeals. A market-oriented organization carefully analyzes the market 
and divides it into groups of people who are fairly similar in terms of selected character-
istics. Then the organization develops marketing programs that will bring about mutu-
ally satisfying exchanges with one or more of those groups.

Paying attention to the customer isn�t exactly a new concept. Back in the 1920s, 
General Motors began designing cars for every lifestyle and pocketbook. This was a break-
through for an industry that had been largely driven by production needs ever since Henry 
Ford promised any color as long as it was black. Chapter 8 thoroughly explores the topic 
of analyzing markets and selecting those that appear to be most promising to the firm.

The Firm�s Primary Goal
A sales-oriented organization seeks to achieve profitability through sales volume and 
tries to convince potential customers to buy, even if the seller knows that the customer 
and product are mismatched. Sales-oriented organizations place a higher premium on 

IM
AG

E 
CO

UR
TE

SY
 O

F T
HE

 A
DV

ER
TI

SI
NG

 A
RC

HI
VE

S



P
A

R
T

 1
 

 
T

h
e

 W
o

rl
d

 o
f 

M
a

rk
e

ti
n

g

14

making a sale than on developing a long-term relationship with a customer. In contrast, 
the ultimate goal of most market-oriented organizations is to make a profit by creating 
customer value, providing customer satisfaction, and building long-term relationships 
with customers. The exception is so-called nonprofit organizations that exist to achieve 
goals other than profits. Nonprofit organizations can and should adopt a market orienta-
tion. Nonprofit organization marketing is explored further in Chapter 12.

Tools the Organization Uses to Achieve Its Goals
Sales-oriented organizations seek to generate sales volume through intensive promo-
tional activities, mainly personal selling and advertising. In contrast, market-oriented 
organizations recognize that promotion decisions are only one of four basic marketing 
mix decisions that have to be made: product decisions, place (or distribution) decisions, 
promotion decisions, and pricing decisions. A market-oriented organization recognizes 
that each of these four components is important. Furthermore, market-oriented orga-
nizations recognize that marketing is not just a responsibility of the marketing depart-
ment. Interfunctional coordination means that skills and resources throughout the 
organization are needed to create, communicate, and deliver superior customer service 
and value.

A Word of Caution
This comparison of sales and market orientations is not meant to belittle the role of 
promotion, especially personal selling, in the marketing mix. Promotion is the means 
by which organizations communicate with present and prospective customers about the 
merits and characteristics of their organization and products. Effective promotion is an 
essential part of effective marketing. Salespeople who work for market-oriented organi-
zations are generally perceived by their customers to be problem solvers and important 
links to supply sources and new products. Chapter 18 examines the nature of personal 
selling in more detail.

4

R E V I E W   L E A R N I N G  O U T C O M E

Discuss the differences between sales and market orientations3

What is the 
organization�s 
focus?

What business 
are you in?

To whom is
the product 
directed?

What is your
primary goal?

How do you seek to 
achieve your goal?

Sales Orientation Inward, on the 
organization�s needs

Selling goods and
services

Everybody Profit through maxi-
mum sales volume

Primarily through 
intensive promotion

Market Orientation Outward, on 
the wants and 
preferences 
of customers

Satisfying customer
wants and needs 
and delivering 
superior value

Specific groups of 
people

Profit through cus-
tomer satisfaction

Through coordinated 
marketing and inter-
functional activities

WHY STUDY MARKETING?
Now that you understand the meaning of the term marketing, why it is important 
to adopt a marketing orientation, how organizations implement this philosophy, and 
how one-to-one marketing is evolving, you may be asking, �What�s in it for me?� or 
�Why should I study marketing?� These are important questions, whether you are 
majoring in a business field other than marketing (such as accounting, finance, or 
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management information systems) or a nonbusiness field (such as journalism, econom-
ics, or agriculture). There are several important reasons to study marketing: Marketing 
plays an important role in society, marketing is important to businesses, marketing 
offers outstanding career opportunities, and marketing affects your life every day.

Marketing Plays an Important Role in Society
The total population of the United States exceeds 300 million people.34 Think about 
how many transactions are needed each day to feed, clothe, and shelter a population 
of this size. The number is huge. And yet it all works quite well, partly because the 
well-developed U.S. economic system efficiently distributes the output of farms and 
factories. A typical U.S. family, for example, consumes 2.5 tons of food a year. 
Marketing makes food available when we want it, in desired quantities, at accessible 
locations, and in sanitary and convenient packages and forms (such as instant and 
frozen foods).

Marketing Is Important to Business
The fundamental objectives of most businesses are survival, profits, and growth. 
Marketing contributes directly to achieving these objectives. Marketing includes the 
following activities, which are vital to business organizations: assessing the wants and 
satisfactions of present and potential customers, designing and managing product 
offerings, determining prices and pricing policies, developing distribution strategies, 
and communicating with present and potential customers.

All businesspeople, regardless of specialization or area of responsibility, need 
to be familiar with the terminology and fundamentals of accounting, finance, manage-
ment, and marketing. People in all business areas need to be able to communicate 
with specialists in other areas. Furthermore, marketing is not just a job done by 
people in a marketing department. Marketing is a part of the job of everyone in the 
organization. Therefore, a basic understanding of marketing is important to all 
businesspeople.

Marketing Offers Outstanding Career Opportunities
Between a fourth and a third of the entire civilian workforce in the United States 
performs marketing activities. Marketing offers great career opportunities in such 
areas as professional selling, marketing research, 
 advertising, retail buying, distribution manage-
ment, product management, product development, 
and wholesaling. Marketing career opportunities 
also exist in a variety of nonbusiness organizations, 
including hospitals,  museums, universities, the 
armed forces, and various government and social 
 service agencies. 

As the global marketplace becomes more challeng-
ing, companies all over the world and of all sizes have 
to become better marketers. For a comprehensive look 
at career opportunities in marketing and a variety of 
other useful information about careers, read the Career 
Appendix at the end of this chapter and visit our Web 
site at http://lamb.swlearning.com. 

Marketing Affects Your Life Every Day
Marketing plays a major role in your everyday life. You 
participate in the marketing process as a consumer of 

R E V I E W  L E A R N I N G  O U T C O M E

Describe several reasons for studying 
marketing

4

Why Study Marketing?

Marketing affects you every day!

Important 
to

business

Important
to

society

Good
career

opportunities

+



REVIEW AND APPLICATIONS

Define the term marketing. Marketing is the activity, set of institutions, and pro-
cesses for creating, communicating, delivering, and exchanging offerings that 
have value for customers, clients, partners, and society at large.

1.1 What is the AMA? What does it do? How do its services benefit marketers? 
www.marketingpower.com

Describe four marketing management philosophies. The role of marketing and the 
character of marketing activities within an organization are strongly influenced by 
its philosophy and orientation. A production-oriented organization focuses on the 
internal capabilities of the firm rather than on the desires and needs of the market-
place. A sales orientation is based on the beliefs that people will buy more prod-
ucts if aggressive sales techniques are used and that high sales volumes produce 
high profits. A market-oriented organization focuses on satisfying customer wants 
and needs while meeting organizational objectives. A societal marketing orienta-
tion goes beyond a market orientation to include the preservation or enhancement 
of individuals� and society�s long-term best interests.

2.1  Your company president has decided to restructure the firm to make it more 
market oriented. She is going to announce the changes at an upcoming 
meeting. She has asked you to prepare a short speech outlining the general 
reasons for the new company orientation.

2

1

goods and services. About half of every dollar you spend pays for marketing costs, such 
as marketing research, product development, packaging, transportation, storage, adver-
tising, and sales expenses. By developing a better understanding of marketing, you will 
become a better-informed consumer. You will better understand the buying process and 
be able to negotiate more effectively with sellers. Moreover, you will be better prepared 
to demand satisfaction when the goods and services you buy do not meet the standards 
promised by the manufacturer or the marketer.

Number of competing 
marketing philosophies 
(or orientations) that 
influence an organization�s 
marketing processes �

� Number of 
training hours/

year for The Container Store 
sales staff

Number of sales staff 
training hours/year retail 
industry average �

� The dollar cost of 
the average FedEx 

transaction

The dollar amount FedEx 
customer service reps are 
empowered to spend to 
resolve a customer 
problem � 

� Tons of food a 
typical U.S. family 

consumes each year

8

240
16

4 100

2.5
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2.2  Donald E. Petersen, former chairman of the board of Ford Motor Company, 
remarked, �If we aren�t customer driven, our cars won�t be either.� Explain 
how this statement reflects the marketing concept.

2.3  Give an example of a company that might be successfully following a pro-
duction orientation. Why might a firm in this industry be successful following 
such an orientation?

Discuss the differences between sales and market orientations. First, sales-
oriented firms focus on their own needs; market-oriented firms focus on customers� 
needs and preferences. Second, sales-oriented companies consider themselves 
to be deliverers of goods and services, whereas market-oriented companies 
view themselves as satisfiers of customers. Third, sales-oriented firms direct their 
products to everyone; market-oriented firms aim at specific segments of the popu-
lation. Fourth, although the primary goal of both types of firms is profit, sales-
oriented businesses pursue maximum sales volume through intensive 
promotion, whereas market-oriented businesses pursue customer satisfaction 
through coordinated activities.

3.1  A friend of yours agrees with the adage �People don�t know what they 
want�they only want what they know.� Write your friend a letter express-
ing the extent to which you think marketers shape consumer wants.

3.2 Your local supermarket�s slogan is �It�s your store.� However, when you 
asked one of the stock people to help you find a bag of chips, he told you it 
was not his job and that you should look a littler harder. On your way out, 
you noticed a sign with an address for complaints. Draft a letter explaining 
why the supermarket�s slogan will never be credible unless the employees 
carry it out.

3.3  How does Philip Morris handle the sensitive issues associated with marketing 
tobacco? What kind of information does its Web site at www.philipmorris.
com/ provide about smoking and its negative effects on health? How do you 
think Philip Morris is able to justify such marketing tactics? After checking 
around the site, do you think that approach makes the company more or less 
trustworthy?

Describe several reasons for studying marketing. First, marketing affects the allo-
cation of goods and services that influence a nation�s economy and standard of 
living. Second, an understanding of marketing is crucial to understanding most 
businesses. Third, career opportunities in marketing are diverse, profitable, and 
expected to increase significantly during the coming decade. Fourth, understand-
ing marketing makes consumers more informed.

4.1 Write a letter to a friend or family member explaining why you think that 
a course in marketing will help you in your career in some field other than 
marketing.

customer satisfaction 9
customer value 7
empowerment 11
exchange 3

marketing 3
marketing concept 5
market orientation 5
production orientation 4

relationship marketing 10
sales orientation 4
societal marketing orientation 6
teamwork 11

KEY TERMS

4
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EXERCISES

APPLICATION EXERCISE
Understanding the differences among the various marketing management phi-
losophies is the starting point for understanding the fundamentals of marketing.35 
From reading the chapter, you may be convinced that the market orientation is 
the most appealing philosophy and the one best suited to creating a competitive 
advantage. Not all companies, however, use the market orientation. And even 
companies that follow it may not execute well in all areas.

Activities

1. Visit your local grocery store and go through the cereal, snack-food, and den-
tal hygiene aisles. Go up and down each aisle slowly, noticing how many 
different products are available and how they are organized on the shelves.

2. Count the varieties of product in each product category. For example, how 
many different kinds of cereal are on the shelves? How many different 
sizes? Do the same for snack food and toothpaste.

3. Now try to find a type of product in the grocery store that does not exhibit 
such variety. There may not be many. Why do you think there are enough 
kinds of cereals to fill an entire aisle (and then some), but only a few differ-
ent types of, say, peanut butter? Can this difference be explained in terms 
of marketing management philosophy (peanut butter manufacturers do not 
follow the marketing concept) or by something else entirely?

4. Have you ever wanted to see a particular kind of cereal or snack food on 
the shelf? Think of product varietals (like grapefruit-flavored toothpaste or 
peanut butter-covered popcorn) that you have never seen on the shelf but 
would be interested in trying if someone would make it. Write a letter or 
send an e-mail to an appropriate company, suggesting that it add your con-
cept to its current product line.

ETHICS EXERCISE
In today�s business environment, ethics are extremely important. In recent years, 
there have been numerous scandals and trials that stem from a lack of ethical 
judgment. For this reason, we are including an ethical exercise in every chapter. 
A brief scenario will present you with a situation in which the right thing to do 
may or may not be crystal clear, and you will need to decide the ethical way out 
of the dilemma.

Rani Pharmaceuticals is the maker of several popular drugs used to treat high 
blood pressure and arthritis. Over time, the company has developed a positive rela-
tionship with many of the patients who use its medications through a quarterly news-
letter that offers all the latest information on new medical research findings and 
general health and fitness articles. The company has just been acquired by a group 
of investors who also own Soothing Waters Hot Tubs and Spas. The marketing direc-
tor for Soothing Waters would like to use Rani�s mailing list for a direct-mail promotion.

Questions

1. What should Rani Pharmaceuticals do?
2. Do you think it is ethical to use customer information across multiple 

divisions of the same company? Explain.
3. To which marketing management philosophy do you think the marketing 

director for Soothing Waters subscribes? Explain.
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MARKETING PLAN EXERCISE
You can use many of the basic concepts of marketing introduced in this book to 
get the career you want by marketing yourself to a prospective employer. This 
exercise and the Career Appendix at the end of this chapter can help you plan 
that particular marketing campaign. Build a marketing plan for yourself in a one-
page document or table with these elements:

1. What is your mission? Are you looking for part-time or temporary experi-
ence to enhance your rØsumØ, a career stepping stone, or a full-time, long-
term career choice? (This mission will help you set the stage for the rest of 
your plan.)

2. What are your strengths and weaknesses? Make an honest self-assessment, 
because these issues often come up during job interviews. What about 
opportunities and threats in the marketplace? Who are your competitors? 
Do you have a competitive advantage? List any special leadership skills, 
international travel, computer experience, team projects, communications 
efforts, and other attributes. (Any competitive advantages you possess 
should be noted in the cover letter of your rØsumØ and in your job 
interview.)

3. What are your objectives? Do you need to find a job within the next thirty 
days, or are you more flexible? Are there specific job activities that you 
would like to perform? (These job activities could be stated in the objectives 
portion of your rØsumØ. Be sure the objectives are very specific: general 
objectives are of little use to you or an employer.)

4. What is your target market? Are you looking only for jobs with big, 
established organizations or small entrepreneurial firms? Are you looking 
at companies in a particular industry? Do you have any geographic 
preferences? When you figure out your target, compile a list of firms that 
meet your requirements and describe them. (The more you know about 
your target-market potential employers, the more prepared you will be in 
an interview.)

5. You are the product. How can you best present yourself? Think of your own 
packaging with regard to dress, appearance, mannerisms, and speech.

6. What about place? Are you willing to travel or relocate? Or do you need 
an employer close to home? How will you travel to the employer? Is telecom-
muting an option?

7. How will you promote yourself? A carefully constructed cover letter, rØsumØ, 
business card, and personal Web site can all help communicate your skills 
to a potential employer. 

8. Think carefully about pricing issues, including salary, commission, bonuses, 
overtime, flexible time, insurance, and other benefits. What is a fair price 
for you? What is a normal price for a company of that size in that industry 
to offer?

9. And finally, how will you implement your plan? That is, what is your 
plan for applying to companies? How will you contact them for potential 
interviews? How will you prepare your wardrobe and work on your 
interviewing skills? When job offers come in, how will you evaluate 
them? If job offers don�t come in, can you find out why and control for 
these aspects?

The Appendix at the end of this chapter introduces various aspects of a career 
in marketing, such as types of marketing jobs, pay scales, preparation for inter-
viewing, and what to expect the first year on the job.
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CASE STUDY: HARMONIX

EMBRACE YOUR INNER ROCK STAR
Little more than three years ago you had probably never heard of Harmonix. 
In 2005 the videogame design studio released Guitar Hero, which subsequently 
became the fastest videogame in history to top $1 billion in North American 
sales. The game concept focuses around a plastic guitar-shaped controller. 
Players press colored buttons along the guitar neck to match a series of dots 
that scroll down the TV in time with music from a famous rock tune, such as 
the Ramones� �I Wanna Be Sedated� and Deep Purple�s �Smoke on the 
Water.� Players score points based on their accuracy. In November 2007, 
Harmonix released Rock Band, adding drums, vocals, and bass guitar options 
to the game. Rock Band has sold over 3.5 million units with a $169 price 
tag (most videogames retail at $50�60). In 2006 Harmonix�s founders sold 
the company to Viacom for $175 million, maintaining their operational 
autonomy while providing them greater budgets for product development 
and licensing music for their games. Harmonix�s success, however, did not 
come overnight. 

The company was originally founded by Alex Rigopulos and Eran Egozy in 
1995, focused around some demo software they had created in grad school 
and a company vision of providing a way for people without much musical 
training or talent to experience the joy of playing and creating music. The 
founders believed that if people had the opportunity to create their own music, 
they would jump at the chance. Their software, which they eventually dubbed 
The Axe, provided basic music composition tutorials and allowed participants to 
use a joystick to improvise solos along to popular music tracks. They attempted 
to market their creation through an interface with Japanese karaoke machines, 
a demo package deal with Intel, and even in an exhibition at Disney�s Epcot. 
And while the software always proved technically impressive, people generally 
expressed little initial interest in trying it out, or else it just didn�t seem like they 
were having much fun.

In 2000, Rigopulos and Egozy hit on a concept that would engage consumers, 
and Harmonix became a videogame company. Where The Axe software 
provided an improvisation program with no set goal, most videogames were 
designed with a purpose and offered competition, which helped engage, direct, 
and motivate players. At the time, the market for music-based games had not 
fully developed, but especially in Japan, rhythm-based games, in which players 
would tap different combinations of buttons in time with a beat or a tune, were 
becoming increasingly more popular. Harmonix created two games, Frequency 
and Amplitude, in which players hit buttons along with a beat, unlocking tracks 
for different layers of instruments in a song. Neither of the games proved 
especially successful, however, as both were very complex and the expense of 
generating initial interest proved too high for their publisher, Sony, to continue 
funding them.

Harmonix finally found some measure of success in its 2004 release of 
Karaoki Revolution, in which players would use a microphone or headset periph-
eral to score points singing along to pop songs. In a way, it allowed gamers to 
play the role and be a part of the music. In 2005, when Red Octane, a company 
that had found success making peripheral videogame controllers, contacted 
Harmonix about creating Guitar Hero, their philosophy for attracting gamers was 
based off a similar concept.

Guitar Hero put players in the role of the lead guitarist in a rock band, 
climbing its way to stardom. The game soundtrack, filled with remixes of classic 
American rock �n� roll hits, would appeal to a broader musical audience and the 
guitar controller put the iconic instrument of American rock �n� roll directly in the 
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player�s hands. The game was released in November of that year, and when 
retailers set up in-store demo kiosks, game sales went through the roof.

After the success of the first game, even real rock stars began to pick it up, 
demonstrating its broad appeal. Music labels started to jump on the bandwagon, 
allowing the licensing of actual songs rather than just composition rights. Rock 
Band 2, which came out in September 2008, includes songs by AC/DC and Bob 
Dylan. Gamers can also download additional songs, like The Who�s greatest hits, 
onto their Xbox 360s and Playstation 3s at $1.99 per song, only a dollar more 
than purchasing a song from Apple�s iTunes music store. Licenses for Rock Band 
have even been secured for songs by the Beatles, which have yet to be licensed 
to iTunes or other electronic media stores. As the market for music videogames 
has matured, sales are now expanding beyond the traditional gamers to first-time 
gamers and even families. The Rock Band franchise has sold over 5 million units 
since its release in 2007, and with the release of Rock Band 2, the hits just keep 
on coming.36

Questions

1. What marketing management philosophy did Harmonix use at first and how 
did their philosophy change?

2. As a firm, how do you think Harmonix would describe its business?
3. To whom was Harmonix�s product directed and how did they create a 

product that would appeal to that audience?

COMPANY CLIPS

METHOD�LIVE CLEAN
Method, the innovative branding concept in household cleaning, was conceived 
by roommates Eric Ryan and Adam Lowry during their drive to a ski lodge. Eric 
had been thinking of ways to introduce design to the home care industry (i.e., 
cleaning products) and began talking about his vision to Adam. A chemical 
engineer from Stanford University with a degree in environmental science, Adam 
was the perfect sounding board. He soon realized that he could use his exper-
tise to create naturally derived, biodegradable formulas for the beautiful products 
Eric had in mind.

Questions

1. Is method best described as having a market orientation or a societal-
marketing orientation?

2. How does method implement the marketing concept?
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The higher your score, the more likely you 
are to do business with the company you 
thought of and recommend it to others. That 
is, you have a commitment to the organiza-
tion and are likely a loyal customer. As you 
read in Chapter 1, building relationships is a 
central part of the market orientation!
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One of the most important decisions in your life is choos-
ing a career. Not only will your career choice affect your 
income and lifestyle, but it also will have a major impact 
on your happiness and self-fulfillment.
 You can use many of the basic concepts of market-
ing introduced in this book to get the career you want 
by marketing yourself. The purpose of marketing is to 
create exchanges that satisfy individual as well as organi-
zational objectives, and a career is certainly an exchange 
situation for both you and an organization. The purpose 
of this appendix is to help you market yourself to pro-
spective employers by providing some helpful tools and 
information.

AVAILABLE CAREERS
Marketing careers have a bright outlook into the next 
decade. The U.S. Bureau of Labor Statistics estimates that 
employment in marketing fields will grow between 21 and 
35 percent through 2012. Many of these increases will be 
in the areas of sales, public relations, retailing, advertising, 
marketing research, product management, and marketing 
management.

� Sales: There are more opportunities in sales than in 
any other area of marketing. Sales positions vary greatly 
among companies. Some selling positions focus more 
on providing information; others emphasize locating 
potential customers, making presentations to commit-
tees, and closing the sale. Because compensation is 
often in the form of salary plus commission, there are 
few limits on the amount of money a person can make 
and therefore great potential. Sales positions can be 
found in many organizations, including manufacturing, 
wholesaling, retailing, insurance, real estate, financial 
services, and many other service businesses.

� Public relations: Public relations firms help create an 
image or a message for an individual or organization 
and communicate it effectively to a desired audience. 
All types of firms, profit and nonprofit organizations, 
individuals, and even countries employ public rela-
tions specialists. Communication skills, both written 
and oral, are critical for success in public relations.

� Retailing: Retail careers require many skills. Retail per-
sonnel may manage a sales force or other personnel, 

select and order merchandise, and be responsible for 
promotional activities, inventory control, store secu-
rity, and accounting. Large retail stores have a variety 
of positions, including store or department manager, 
buyer, display designer, and catalog manager.

� Advertising: Many organizations employ advertising 
specialists. Advertising agencies are the largest employ-
ers; however, manufacturers, retailers, banks, radio and 
television stations, hospitals, and insurance agencies all 
have advertising departments. Creativity, artistic talent, 
and communication skills are a few of the attributes 
needed for a successful career in advertising. Account 
executives serve as a liaison between the advertising 
agency and the client. Account executives must have 
a good knowledge of business practices and possess 
excellent sales skills.

� Marketing management: Marketing managers develop 
the firm�s detailed marketing strategy. With the help of 
subordinates, including market research managers and 
product development managers, they determine the 
demand for products and services offered by the firm 
and its competitors. In addition, they identify potential 
markets�for example, business firms, wholesalers, 
retailers, government, or the general public. Marketing 
managers develop pricing strategy with an eye toward 
maximizing the firm�s share of the market and its prof-
its while ensuring that the firm�s customers are satis-
fied. In collaboration with sales, product development, 
and other managers, they monitor trends that indicate 
the need for new products and services and oversee 
product development. Marketing managers work with 
advertising and promotion managers to promote the 
firm�s products and services and to attract potential 
users.

� Marketing research: The most rapid growth in mar-
keting careers is in marketing research. Marketing 
research firms, advertising agencies, universities, pri-
vate firms, nonprofit organizations, and governments 
provide growing opportunities in marketing research. 
Researchers conduct industry research, advertising 
research, pricing and packaging research, new-product 
testing, and test marketing. Researchers are involved 
in one or more stages of the research process, depend-
ing on the size of the organization conducting the 
research. Marketing research requires knowledge of 

A Career
Appendix 
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statistics, data processing and analysis, psychology, and 
communication.

� Product management: Product managers coordinate all 
or most of the activities required to market a product. 
Thus, they need a general knowledge of all aspects 
of marketing. Product managers are responsible for 
the successes and failures of a product and are com-
pensated well for this responsibility. Most product 
managers have previous sales experience and skills in 
communication. The position of product manager is 
a major step in the career path of top-level marketing 
executives.

Starting in a marketing job is also one of the best routes to 
the top of any organization. More CEOs come from sales 
and marketing backgrounds than from any other field. As 
examples, Lee Iacocca (Chrysler), Phil Lippincott (Scott 
Paper), John Akers (IBM), John Sparks (Whirlpool), and 
Bruno Bich (Bic Pen) came up through sales and market-
ing. Typically, a college graduate enters the marketing field 
in a sales position, then moves to sales supervisor, and next 
sales manager at the district, regional, and national levels. 
Individuals who prefer to advance through the ranks of 
marketing management can usually make a career move 
into product or brand management or another marketing 
headquarters job after serving for a couple of years in the 
initial sales position.

Probably the most difficult part of job hunting is 
deciding exactly what type of work you would like. Many 
students have had no working experience other than 
summer jobs, so they are not sure what career to pursue. 
Too often, college students and their parents rush toward 
occupational fields that seem to offer the highest monetary 
payoff or are currently �hot,� instead of looking at the long 
run over a 40- to 50-year working life. One straightforward 

E X H I B I T  I
The FAB Matrix

 Need of Employer Feature of Job Applicant Advantage of Feature Benefit to Employer
 This job requires . . . I have . . . This feature means that . . . You will . . .

�  Frequent sales �  Taken 10 classes that �  I require limited or �  Save on the cost of
 presentations to  required presentations.  no training in  training and have
 individuals    making presentations.  an employee with
 and groups.      the ability and 
       confidence to be 
       productive early.

�  Knowledge of �  Taken a personal �  I can already use �  Save time and
 personal computers,    computer course and  Word, Excel, dBase,   money on training.
 software, and  used Lotus in most  SAS, SPSS, and
 applications.  upper-level classes.  other software.

�  A person with �  Been president of a �  I have experience �  Save time because
 management  student marketing group  leading people.  I am capable of
 potential.  and social fraternity    stepping into a
   president for two years.    leadership position 
        as needed.

approach to deciding what type of job to undertake is to 
do a �self-analysis.� This involves honestly asking yourself 
what your skills, abilities, and interests really are and then 
identifying occupational fields that match up well with 
your personality profile. Some students prefer to take vari-
ous vocational aptitude tests to help identify their interests 
and abilities. Your college�s placement office or psychology 
department can inform you about the availability of these 
tests. You may find it useful to develop a FAB (feature�
advantage�benefit) matrix that shows what your skills are, 
why they offer an advantage, and how they would benefit 
an employer. Exhibit 1 shows an example.

YOUR FIRST MARKETING 
ASSIGNMENT
Marketing yourself to a prospective employer will usu-
ally be your first big marketing assignment. With your 
services (as represented by your qualifications, education, 
training, and personal characteristics) as the product, you 
must convince prospective employers that they should buy 
your services over those of many other candidates for the 
job. All the steps of the marketing and sales process apply: 
identifying opportunities, developing yourself as a prod-
uct, prospecting for potential employers, planning your 
approach to them, approaching with a rØsumØ and cover 
letter, making your sales presentation and demonstrating 
your qualifications in a personal interview, dealing with 
objections or giving reasons why the employer should hire 
you over other candidates, attempting to close the sale by 
enthusiastically asking for the job and employing appropri-
ate closing techniques, and following up by thanking the 
prospective employer for the interview and reinforcing a 
positive impression.
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Prospecting for a Potential Employer
After you have determined what you�re selling (your skills, 
abilities, interests, and so forth) and identified the type of 
job you think you would like, you might begin your per-
sonal selling process by looking at the College Placement 
Annual at your college placement office. The College 
Placement Annual Annual provides a variety of informa-
tion about prospective employers and lists the organizations 
according to the types of jobs they have available�for 
example, advertising, banking, marketing research, and 
sales. Another very important source is an online search on 
the Internet. Other sources of information about prospec-
tive employers include directories such as those published 
by Dun and Bradstreet, Standard & Poor�s, and trade 
associations; the annual American Marketing Association 
membership directory (company listings); the Yellow Pages 
of telephone books in cities where you would like to live 
and work; and classified sections of The Wall Street Journal 
or city newspapers. Before contacting a particular company, 
look up its annual report and stock evaluation (from Value 
Line or various other sources) in your college library to 
learn as much as possible about the company and its pros-
pects for the future. You might also obtain a list of articles 
on the company from the Business Periodicals Index (BPI).

College Placement Office
Use your college placement office to find out which com-
panies are going to be interviewing on campus on what 
dates; then sign up for interviews with those companies 
that seem to best match your job skills and requirements. 
Usually, the college placement office has books, pam-
phlets, or files that will give you leads on other prospec-
tive employers that may not be interviewing on campus 
that term.

Job-Hunting Expenses
Although campus interviews are convenient, students seldom 
get a job without follow-up interviews with more senior man-
agers�usually at company headquarters. These additional 
interviews generally take a full day and may involve long-dis-
tance trips. You should be forewarned that job hunting can 
be expensive. Printing your rØsumØ, typing cover letters, buy-
ing envelopes and stamps, making long-distance telephone 
calls, incurring travel expenses, and buying new clothing will 
require a sizable outlay of money. Even though most com-
panies eventually reimburse you for expenses incurred on a 
company visit, they seldom pay in advance. Reimbursement 
can take several weeks, so you may encounter some cash-
flow problems over the short run.

The Internet
The Internet is the fastest-growing medium for job search-
ing today. Many companies are using the Internet to assist 

them in their recruiting efforts. Some companies are even 
conducting initial interviews online via videoconferencing. 
Just as some companies post jobs on a bulletin board, com-
panies can list job opportunities on job posting Web sites. 
Some of the more popular job search Web sites are listed 
in Exhibit 2. These sites also contain information about 
rØsumØ writing and interviewing, as well as tips that you 
can use to secure the job that you want.

Employment Agencies
Although many employment agencies receive fees from 
employers for providing good job candidates, others charge 
job seekers huge fees (sometimes thousands of dollars) for 
helping them find jobs. Therefore, make sure you fully 
understand the fee arrangement before signing up with an 
employment agency. Some employment agencies may not 
be worth your time and/or money because they use a pro-
grammed approach to helping you write your rØsumØ and 
cover letter and prospect for potential employers. Potential 
employers have seen these �canned� formats and approaches 
so many times that your personal advertisement (your rØsumØ 
and cover letter) will be almost indistinguishable from others.

The Hidden Job Market
It has been estimated that nearly 90 percent of available 
jobs are never advertised and never reach employment 
agency files, so creative resourcefulness often pays off in 
finding the best jobs. Consider every reasonable source for 
leads. Sometimes your professors, deans, or college admin-
istrators can give you names and contact persons at compa-
nies that have hired recent graduates.

Do not be bashful about letting other people know that 
you are looking for work. Classmates, friends, and business 
associates of your family may be of help not only directly 
but also indirectly, acting as extra pairs of eyes and ears 
alert to job opportunities for you.

Planning Your Approach 
(The Preapproach)
After conducting your self-analysis and identifying poten-
tial employers looking for people with your abilities and 
interests, you need to prepare your rØsumØ (or personal 

E X H I B I T  2
Helpful Internet Addresses for Job Searches/RØsumØ Writing

The Monster board  http://www.monster.com

JobWeb http://www.jobweb.org

Career Builder http://www.careerbuilder.com

Proven Resumes.com http://www.provenresumes.com

WSJ Career Journal http://www.careerjournal.com
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advertisement). Your rØsumØ should focus on your achieve-
ments to date, your educational background, your work 
experience, and your special abilities and interests. Some 
students make the mistake of merely listing their assigned 
responsibilities on different jobs without indicating what 
they accomplished on the job. If you achieved something 
on the job, say it�for example, �Helped computerize 
office files,� �Increased sales in my territory by 10 percent,� 
�Received a 15 percent raise after three months on the 
job,� or �Promoted to assistant store manager after four 
months.� When looking for a job, remember that employ-
ers are looking for a track record of achievement, so you 
must distinguish yourself from those who may have had the 
same assigned job responsibilities as you did but performed 
poorly. If your work experience is minimal, consider a 
�skills� rØsumØ, in which you emphasize your particular 
abilities, such as organizing, programming, or leadership 
skills, and give supporting evidence whenever you can. 
Examples of various types of rØsumØs can be found in the 
College Placement Annual and in various other job-hunting 
publications. (Ask your college business reference librarian 
to direct you.) Exhibit 2 lists some Web sites where you 
can learn about rØsumØ formats.

Remember that there is no one correct format for your 
rØsumØ. A little tasteful creativity can help differentiate 
your rØsumØ from countless look-alike rØsumØs. If you are 
a young college graduate, your rØsumØ will usually be only 
one page long, but do not worry about going to a second 
page if you have something important to present. One 

student so blindly followed the one-page rØsumØ rule that 
he left out having served in the military�service that is 
usually viewed very positively by prospective employers, 
especially if it involved significant leadership responsibili-
ties or work experience.

If you know what job you want, you may want to put 
your job objective near the top of your rØsumØ. If you are 
not sure what job you want or want to send out the same 
rØsumØ for several different jobs, then you can describe 
your job objective in your cover letter. A key element in 
the cover letter is convincing the prospective employer to 
grant you an interview. Thus, you must talk in terms of the 
employer�s interests, not just your own. You are answering 
the question: �Why should we hire you?� You may need 
to send a letter with your rØsumØ enclosed to a hundred or 
more companies to obtain five to ten interviews, so do not 
be discouraged if you get replies from only a few compa-
nies or are told by many companies that they have no job 
opportunities at present. You will probably need only a few 
interviews and just one job offer to get your career started.

Review some of the publications and sources 
mentioned in the previous section on prospecting 
(e.g., College Placement Annual, Dun and Bradstreet 
directories, and annual reports) to learn as much as you 
can about your prospective employer so that you can tailor 
your cover letter. Remember, the employer is thinking in 
terms of the company�s needs, not yours. For one example 
of a rØsumØ, see Exhibit 3. A cover letter is illustrated in 
Exhibit 4.

RACHEL E. SANFORD
2935 Mountain View Road

Ellington, PA 19401
(216) 567-0000

JOB OBJECTIVE Sales representative for a consumer-products company
EDUCATION  Graduated cum laude with BS in Marketing Management (June 2006), University of Southern Pennsylvania. 

Career-related courses included Selling and Sales Management, Public Speaking, Business Writing, Public Relations, 
Marketing Research, Computer Programming, and Multivariate Data Analysis.

ACTIVITIES President, Student Marketing Association; Vice president, Chi Omega Sorority; Captain, women�s varsity 
AND HONORS  tennis team; sportswriter for the Campus View student newspaper. Named to Who�s Who among American College 

Students, 2004�2005. On Dean�s List all four years. Overall grade point average = 3.65.
WORK EXPERIENCE
Summer 2005  Sales representative, Peabody Manufacturing Company. Sold women�s blouses to boutiques and small department 

stores in southeastern Pennsylvania. Exceeded assigned sales quota by 20 percent; named �outstanding� summer 
employee for 2005.

Summer 2004  Buyer, Hamm�s Department Stores, Inc., Midway, Pa. Developed purchase plan, initiated purchase orders, monitored 
and controlled expenditures for nearly $2 million worth of women�s clothing. Made monthly progress reports (written 
and oral) to Hamm�s Executive Committee. Received 15 percent bonus as #2 buyer in the six stores of the Hamm�s 
chain in special �Back to School� purchasing competition.

Summer 2003  Retail clerk, Hamm�s Department Stores, Inc., Midway, Pa. After 3 months, received 10 percent pay raise and 
promotion to evening salesclerk supervisor over seven part-time salesclerks. Devised new inventory control system for 
handbags and accessories that cut costs over $50,000 annually.

Summer 2002  Cosmetics salesperson, Heavenly Charm, Inc., Midway, Pa. Sold $63,000 worth of Heavenly Charm cosmetics door 
to door. Named #1 salesperson in the sales region. Offered full-time job as sales supervisor.

INTERESTS Tennis, golf, public speaking, short story writing, and reading biographies.

E X H I B I T  3
Sample RØsumØ
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Making Your Approach
Prospective employers can be approached by mail, tele-
phone, the Internet, or personal contact. Personal contact 
is best, but this usually requires that you know someone 
with influence who can arrange an interview for you. Of 
course, a few enterprising students have devised elaborate 
and sometimes successful schemes to get job interviews. 
For example, we know of one young man who simply went 
to the headquarters of the company he wanted to work for 
and asked to see the president. Told that the president of 
the company could not see him, the student said that he 
was willing to wait until the president had time. This auda-
cious individual went back three different days until the 
president finally agreed to see him, perhaps mainly out of 
curiosity about what sort of young man would be so outra-
geous in his job search.

Fortunately for this young man, he had a lot to offer 
and was able to communicate this to the president, so 
he was hired. This unorthodox approach shows how far 
people have gone to impress potential employers, and if 
you feel comfortable doing it, then go ahead. A personal 
contact within the company certainly can win you some 
special attention and enable you to avoid competing head-
on with the large number of other candidates looking for 
a job. Most students, however, start their approach in the 
traditional way by mailing their rØsumØ and cover letter to 
the recruiting department of the company. More recently, 
students have begun to e-mail their rØsumØs, and some 
companies are requiring this as a means of screening out 

applicants who are not computer literate. Unless your 
rØsumØ matches a particular need at that time, it will prob-
ably be filed away for possible future reference or merely 
discarded. To try to get around the system, some students 
send their letter by express mail or mailgram or address it 
to a key executive, with �Personal� written on the envelope. 
These students believe that bypassing the company�s per-
sonnel office will increase the likelihood that their cover 
letter and rØsumØ will be read by someone with author-
ity to hire. Other students send their rØsumØ on a CD or 
DVD, and one student in Louisiana sent a King Cake to 
the recipient of the rØsumØ, while another sent a packet of 
Louisiana spices. Using gimmicks, no matter how creative, 
to get a job interview will offend some executives and thus 
cause you to be rejected from consideration for a job. But 
you can probably also be sure that a few executives will 
admire your efforts and grant you an interview.

Only you know how comfortable you feel with different 
approaches to obtaining a job interview. We advise you not 
to use an approach that is out of character for you and thus 
will make you feel awkward and embarrassed.

Making Your Sales Presentation
Your personal sales presentation will come during the 
interview with the prospective employer�s recruiters or 
interviewers. Like any presentation, it requires thorough 
preparation and an effective follow-up, as well as a solid 
performance during the interview itself.

 Rachel E. Sanford
 2935 Mountain View Road
 Ellington, PA 19401

Mr. Samuel Abramson
District Sales Manager
Hixson Appliance Company
Philadelphia, PA 19103

Dear Mr. Abramson:

Hixson has been a familiar name to me ever since I was barely able to see over my mother�s kitchen counter. Virtually every appliance we 
had was a Hixson, so I know firsthand what fine quality products you sell. My career interest is in sales, and there is no company that I 
would rather work with than Hixson Appliance. 

I will be graduating this June from Southern Pennsylvania University with a BS in marketing management, and I would like you to consider 
me for a job as a sales representative with your company. As you can see in my enclosed rØsumØ, I have successfully worked in sales jobs 
during three of the last four summers. My college course electives (e.g., public speaking, business writing, and public relations) have been 
carefully selected with my career objective in mind. Even my extracurricular activities in sports and campus organizations have helped pre-
pare me for working with a variety of people and competitive challenges. 

Will you please grant me an interview so that I can convince you that I�m someone you should hire for your sales team? I�ll call you next 
Thursday afternoon to arrange an appointment at your convenience. 

Look forward to meeting you soon.

Sincerely,

Rachel E. Sanford

Enclosure

E X H I B I T  4
Sample Cover Letter
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Pre-Interview Considerations
Preparing for the interview is crucial. You will already have 
gathered information on the company, as suggested in the 
preceding sections; you should review it now. Exhibit 5 

shows a pre-interview checklist that can help you prepare. 
In addition, the self-assessment test in Exhibit 6 can help 
you determine if you�re ready for the interview.

Keep the following in mind in preparing for your 
interview:

� Find out the exact place and time of the interview.

� Be certain you know the interviewer�s name and how 
to pronounce it if it looks difficult.

� Do some research on the company with which you are 
interviewing�talk to people and read the company 
literature to know what its products or services are, 
where its offices are located, what its growth has been, 
and how its prospects look for the future.

� Think of two or three good questions that you would 
like to ask during your interview.

� Plan to arrive at the designated place for your inter-
view a little early so that you will not feel rushed and 
worried about being on time.

� Plan to dress in a manner appropriate to the job for 
which you are interviewing.

A guide for the interview conversation itself is to 
prepare nine positive thoughts before you go in for the 
interview:

� Three reasons why you selected the employer to 
interview

� Three reasons you particularly like the employer

� Three assets you have that should interest the employer

Practice� 
 � Questions you may be asked
 �  Questions you want to ask about the position and 

organization
 � Role-playing an interview

Self-assessment� 
 � Goals
 �  Skills, abilities, accomplishments
 �  Work values (important factors you look for in a job)
 �  Experiences
 �  Personality

Research� 
 � Obtain company literature
 �  Write or visit the organization
 � Talk to people familiar with the organization

Obtain references� 

Plan ahead� 
 � Attire to be worn to the interview
 �  Directions to the interview site
 �  Time of arrival (get there with at least 

5�10 minutes to spare)

E X H I B I T  5
Before the Interview

How assertive are you (or will you be) as you interview for a position? Listed below are questions that will help you to evaluate yourself: 
answer yes or no to the questions, being honest with yourself. If you have five or fewer yes answers, you still have some work to do. A 
good score is seven or more yes answers.

Yes   No

-------- -------- Have you made an effort to research the company before the interview?

-------- -------- Have you prepared several questions that you want to ask?

-------- -------- If an interviewer asks a personal question unrelated to the job, will you be able to tactfully call this to his attention?

-------- --------  If an interviewer gives you a hypothetical job-related problem, do you have confidence in your ability to respond in a timely 
and succinct manner?

-------- --------  If the interviewer seems distracted or uninterested during your interview, will you be able to steer the interview back on track 
and gain her attention?

-------- --------  When you meet the interviewer, will you be the first to introduce yourself and begin the conversation?

-------- --------  If the interviewer continually interrupts when you are responding to questions or giving information about yourself, can you 
politely handle this?

-------- --------  If the interviewer never gives you the opportunity to talk about yourself and you have only five minutes remaining in the inter-
view, have you thought about phrases or ways to redirect the interview and regain control of the process?

-------- --------  When the interviewer is beginning to close the interview, are you prepared to ask questions about how you stand, what the 
determining factors are for candidate selection, and by what date you will have an answer?

E X H I B I T  6
Self-Assessment Test
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Try to make a positive impression on everyone you 
encounter in the company, even while waiting in the lobby 
for your interview. Sometimes managers will ask their 
receptionists and secretaries for an opinion of you, and 
your friendliness, courtesy, professional demeanor, personal 
habits, and the like will all be used to judge you. Even 
the magazines you choose to read while waiting can be a 
positive or negative factor. For instance, it will probably 
be less impressive if you leaf through a popular magazine 
like People or Sports Illustrated than if you read something 
more professional such as BusinessWeek or The Wall Street 
Journal.

During the Interview
During the interview, do not be merely a passive respon-
dent to the interviewer�s questions. Being graciously 
assertive by asking reasonable questions of your own will 
indicate to the interviewer that you are alert, energetic, 
and sincerely interested in the job. The personal interview 
is your opportunity to persuade the prospective employer 
that you should be hired. To use a show business anal-
ogy, you will be onstage for only a short time (during the 
personal interview), so try to present an honest but positive 
image of yourself. Perhaps it will help you to be alert and 

Of the jobs you�ve had to date, which one did you like best? Why?� 
Why do you want to work for our company?� 
Tell me what you know about our company.� 
Do any of your relatives or friends work for our company? If so, in what jobs?� 
Tell me about yourself, your strengths, weaknesses, career goals, and so forth.� 
Is any member of your family a professional marketer? If so, what area of marketing?� 
Why do you want to start your career in marketing?� 
Persuade me that we should hire you.� 
What extracurricular activities did you participate in at college? What leadership positions did you have in any of these activities?� 
What benefits have you derived from participation in extracurricular activities that will help you in your career?� 
Where do you see yourself within our company in five years? In ten years? Twenty years?� 
What is your ultimate career goal?� 
What do you consider your greatest achievement to date?� 
What is your biggest failure to date?� 
What is (was) your favorite subject in school? Why?� 
Are you willing to travel and possibly relocate?� 
How would the people who know you describe you?� 
How would you describe yourself?� 
What do you like most about marketing?� 
What do you like least about marketing?� 
If we hire you, how soon could you start work?� 
What is the minimum we would have to offer you to come with us?� 
What goals have you set for yourself? How are you planning to achieve them?� 
Who or what has had the greatest influence on the development of your career interests?� 
What factors did you consider in choosing your major?� 
Why are you interested in our organization?� 
What can you tell me about yourself?� 
What two or three things are most important to you in a position?� 
What kind of work do you want to do?� 
What can you tell me about a project you initiated?� 
What are your expectations of your future employer?� 
What is your GPA? How do you feel about it? Does it reflect your ability?� 
How do you resolve conflicts?� 
What do you feel are your strengths? Your weaknesses? How do you evaluate yourself?� 
What work experience has been the most valuable to you and why?� 
What was the most useful criticism you ever received, and who was it from?� 
Can you give an example of a problem you have solved and the process you used?� 
Can you describe the project or situation that best demonstrates your analytical skills?� 
What has been your greatest challenge?� 

E X H I B I T  7
Some Questions Frequently Asked During a Job Interview
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Can you describe a situation where you had a conflict with another individual and explain how you dealt with it?� 
What are the biggest problems you encountered in college? How did you handle them? What did you learn from them?� 
What are your team-player qualities? Give examples.� 
Can you describe your leadership style?� 
What interests or concerns you about the position or the company?� 
In a particular leadership role you had, what was the greatest challenge?� 
What idea have you developed and implemented that was particularly creative or innovative?� 
What characteristics do you think are important for this position?� 
How have your educational and work experiences prepared you for this position?� 
Can you take me through a project where you demonstrated skills?� 
How do you think you have changed personally since you started college?� 
Can you tell me about a team project that you are particularly proud of and discuss your contribution?� 
How do you motivate people?� 
Why did you choose the extracurricular activities you did? What did you gain? What did you contribute?� 
What types of situations put you under pressure, and how do you deal with the pressure?� 
Can you tell me about a difficult decision you have made?� 
Can you give an example of a situation in which you failed and explain how you handled it?� 
Can you tell me about a situation when you had to persuade another person of your point of view?� 
What frustrates you the most?� 
Knowing what you know now about your college experience, would you make the same decisions?� 
What can you contribute to this company?� 
How would you react to having your credibility questioned?� 
What characteristics are important in a good manager? How have you displayed one of these characteristics?� 
What challenges are you looking for in a position?� 
What two or three accomplishments have given you the most satisfaction?� 
Can you describe a leadership role of yours and tell why you committed your time to it?� 
How are you conducting your job search, and how will you make your decision?� 
What is the most important lesson you have learned in or out of school?� 
Can you describe a situation where you had to work with someone who was difficult? How was the person difficult,� 
and how did you handle it?� 
We are looking at a lot of great candidates; why are you the best person for this position?� 
How would your friends describe you? Your professors?� 
What else should I know about you?� 

E X H I B I T  7
Some Questions Frequently Asked During a Job Interview (continued)

enthusiastic if you imagine that you are being interviewed 
on television. Exhibit 7 lists a number of questions that are 
frequently asked during interviews.

Sometimes prospective employers will ask you to 
demonstrate certain abilities by having you write a timed 
essay about some part of your life, sell something (such 
as a desk calculator) to the interviewer, or respond to 
hostile questions. Be calm and confident during any such 
unorthodox interviewing approaches and you will make a 
good impression. Remember, most employers want you to 
perform well because they are looking for the best people 
they can find in a given time frame for the money they 
have to offer.

If you are given intelligence, aptitude, or psychologi-
cal tests, you should try to be honest so that you do not 
create unrealistic expectations that you will not be able to 
fulfill. It is just as important that you do not create a false 
impression and begin with a company that is not right for 
you as it is to secure employment in the first place. Many 

experts say that it is not very difficult to �cheat� on aptitude 
or psychological tests if you are able to �play the role� and 
provide the answers that you know the company wants to 
read. Usually, the so-called safe approach in most person-
ality and preference (interest) tests is to not take extreme 
positions on anything that is not clearly associated with 
the job you are applying for. For sales jobs, it is probably 
safe to come across as highly extroverted and interested 
in group activities, but it may not be safe to appear to be 
overly interested in literature, music, art, or any solitary 
activity. In addition, the �right� answers tend to indicate a 
conservative, goal-oriented, money-motivated, and gregari-
ous personality.

Dealing with Objections. Sometimes interviewers will 
bluntly ask, �Why should we hire you?� This requires that 
you think in terms of the employer�s needs and present in 
concise form all your major �selling points.� Also, some-
times the interviewer may bring up reasons why you are 
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not the ideal candidate. For example, he or she may say: 
(1) �We�re really looking for someone with a little more 
experience�; (2) �We�d like to get someone with a more 
technical educational background�; or (3) �We need some-
one to start work within two weeks.� These kinds of state-
ments are similar to objections or requests for additional 
information. In other words, the interviewer is saying, 
�Convince me that I shouldn�t rule you out for this rea-
son.� To overcome such objections, you might respond to 
each, respectively, along the following lines:

(1) �I�ve had over a year�s experience working with two 
different companies during my summer vacations, 
and I�ve worked part-time with a third company all 
during college. I�m a fast learner, and I�ve adapted 
well to each of the three companies, so I feel that my 
working experience is equivalent to that of someone 
who has had three or four years� experience with the 
same company.�

(2) �Although I didn�t choose to earn a technical under-
graduate degree, I�ve taken several technical courses in 
college, including basic engineering courses, chemistry, 
physics, and two years of math. I�m very confident that 
I can quickly learn whatever is necessary technically to 
do the job, and my real strength is that my education 
has been a blend of technical and managerial courses.�

(3) �Well, I do have one more term of school, so I 
couldn�t start full-time work in two weeks, but perhaps 
we could work out an arrangement in which I could 
work part-time�maybe Friday, Saturday, and Sunday 
or on weekends until I graduate.�

Good �salespeople� do not allow an objection to block a 
sale. Providing reasonable solutions or alternative perspec-
tives can often overcome objections or, at least, allow room 
for further negotiation toward a compromise solution.

How to Act during the Interview. The following can help 
you behave appropriately during the interview:

� Think positive. Be enthusiastic, interested, knowledge-
able, and confident.

� Take few notes. It is acceptable to take notes during 
the interview, but limit them to things that are essen-
tial to remember. You want to focus more on listening 
and observing rather than writing.

� Relate to the interviewer. Build positive rapport with 
the interviewer. Listen and observe; relate yourself to 
the employer or position.

� Watch your body language. Be aware of nervousness 
(fidgeting, shaking leg, tapping, etc.). Project confi-
dence (eye contact, firm handshake, upright posture).

� Be aware of the questions the employer asks. Answer 
with information relevant to the position. Provide a 
direct answer; avoid being long-winded.

� Think about the questions you ask. They should indi-
cate that you know something about the job. Avoid 
questions that could easily be answered elsewhere 
(through research). Obtain information you need to 
know to be satisfied with the job (interviewing is a two-
way process). Salary and benefit questions should be 
asked after the job is offered.

� Achieve effective closure. Ask when the employer 
expects to make a decision. Restate your interest 
and ability to perform the job. Show confidence 
and enthusiasm (smile, end with a firm handshake). 
Obtain the employer�s business card, if possible 
(it may be useful when writing a thank-you letter).

Interview Questions. Too many employment applicants 
spend all their time preparing for the questions employers 
will ask them. Too often, they fail to ask vital questions 
that would help them learn if a job is right for them. 
Failing to ask important questions during the interview 
often leads to jobs that offer neither interest nor challenge. 
Too often, uninformed applicants accept positions hoping 
that they will develop into something more meaningful 
and rewarding later. Exhibit 8 suggests questions that you 
may want to ask.

Closing the Sale
Although it is not likely that a prospective employer will 
offer you a job immediately after the job interview, you 
should nevertheless let the interviewer know that you defi-
nitely want the job and are confident that you will do an 
excellent job for the employer. You will need to use your 
best judgment on how to best do this.

In each stage of the personal selling process, you 
should be looking for feedback from the interviewer�s body 
language and voice inflections or tone.

Following Up the Interview
Within a few days after any job interview, whether you 
want the job or not, it is business courtesy to write thank-
you letters to interviewers. In these letters you can rein-
force the positive impression you made in the interview 
and again express your keen interest in working for the 
company. If you do not hear from the company within a 
few weeks, it may be appropriate to write another letter 
expressing your continuing interest in the job and asking 
for a decision so that you can consider other options if 
necessary. As a possible reason for this follow-up letter, 
you might mention an additional personal achievement 
since the interview, give a more detailed answer to one 
of the interviewer�s questions, or perhaps send a newspa-
per or magazine article of interest. A neat, well-written, 
courteous follow-up letter gives you a chance not only to 
make a stronger impression on the interviewer but also 
to exhibit positive qualities such as initiative, energy, 
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sensitivity to others� feelings, and awareness of business 
protocol.

Many applicants fail to write a thank-you letter after an 
interview, yet many employers say that the deciding factor 
between several similar job candidates is often the thank-
you note. The thank-you letter should be typewritten. If the 
interviewer is a very technology-driven person, a thank-you 
e-mail may also be appropriate. However, the personal 
touch of a typewritten and hand-signed letter leaves a 
better impression.

Be sure to write a follow-up letter in all of the following 
situations:

� After two or three weeks of no reply.

� When a job has been refused. Express your regret that 
no job is available and ask if you might be considered 
in the future. Also, ask how you could improve your-
self to better fit what the company is looking for.

� After an interview. Express your thanks for the inter-
viewer�s time and courtesy. Answer any unanswered 
questions and clarify any misconceptions.

� To accept a job (even if previously done in person or 
on the phone). State your acceptance. Reiterate the 
agreement, the time for beginning work, and the like. 
Do not start asking for favors.

� To refuse a job offer. Graciously decline the offer. Be 
warm and interested and indicate that you appreciate 
the offer.

Follow-up letters are also appropriate after you have 
received replies to both solicited and unsolicited letters of 

inquiry. Always make certain that your letters possess the 
attitude, quality, and skill of a professional.

ON THE JOB
Working Conditions
Advertising, marketing, promotions, public relations, 
and sales managers work in offices close to those of top 
managers. Long hours, including evenings and weekends, 
are common. About 44 percent of advertising, marketing, 
and public relations managers work more than 40 hours 
per week. Substantial travel may also be involved. For 
example, attendance at meetings sponsored by associations 
or industries is often mandatory. Sales managers travel 
to local, regional, and national offices and to various deal-
ers and distributors. Advertising and promotions managers 
may travel to meet with clients or representatives of 
communications media. At times, public relations 
managers travel to meet with special interest groups or 
government officials. Job transfers between headquarters 
and regional offices are common, particularly among 
sales managers.

Moving Up the Ladder
Most advertising, marketing, promotions, public relations, 
and sales management positions are filled by promoting 
experienced staff or related professional personnel. For 
example, many managers are former sales representa-
tives, purchasing agents, buyers, or product, advertising, 

Where is the organization going? What plans or projects are being developed to maintain or increase its market share? Have many � 
new product lines been decided upon recently? Is the sales growth in the new product line sustainable?
Who are the people with whom I will be working? May I speak with some of them?� 
May I have a copy of the job description?� 
What might be a typical first assignment?� 
Do you have a performance appraisal system? How is it structured? How frequently will I be evaluated?� 
What is the potential for promotion in the organization? In promotions, are employees ever transferred between functional fields? What � 
is the average time to get to -------------------- level in the career path? Is your policy to promote from within, or are many senior jobs filled by 
experienced people from outside? Do you have a job posting system?
What type of training will I receive? When does the training program begin? Is it possible to move through your program faster? � 
About how many individuals go through your internship program?
What is the normal routine of a (an) -------------------- like? Can I progress at my own pace, or is it structured? Do employees normally work � 
overtime?
How much travel is normally expected? Is a car provided to traveling personnel?� 
How much freedom is given to new people? How much discipline is required? How much input does the new person have? How much � 
decision-making authority is given to new personnel?
How frequently do you relocate employees? Is it possible to transfer from one division to another?� 
What is the housing market for a single person in -------------------- (city)? Is public transportation adequate?� 
How much contact with and exposure to management is there?� 
How soon should I expect to report to work?� 

E X H I B I T  8
Sample Interview Questions to Be Asked by Job Candidates
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promotions, or public relations specialists. In small firms, 
where the number of positions is limited, advancement 
to a management position usually comes slowly. In large 
firms, promotion may occur more quickly.

Although experience, ability, and leadership are 
emphasized for promotion, advancement can be acceler-
ated by participation in management training programs 
conducted by many large firms. Many firms also provide 
their employees with continuing education opportuni-
ties, either in-house or at local colleges and universities, 
and encourage employee participation in seminars and 
conferences, often provided by professional societies. In 
collaboration with colleges and universities, numerous 
marketing and related associations sponsor national or 
local management training programs. Staying abreast of 
what is happening in your industry and getting involved 
in related industry associations can be important for your 
career advancement.

YOUR EARLY WORKING CAREER
Even though you want to choose a company that you will stay 
with throughout your working life, it is realistic to recognize 
that you will probably work for three, four, or more compa-
nies during your career. If you are not fully satisfied with your 
job or company during the first few years of your full-time 
working life, remember that you are building experience and 
knowledge that will increase your marketability for future job 
opportunities. Keep a positive outlook and do the best you 
can in all job assignments�and your chance for new oppor-
tunities will come. Do not be too discouraged by mistakes 
that you may make in your career; nearly every successful 
person has made and continues to make many mistakes. View 
these mistakes largely as learning experiences, and they will 
not be too traumatic or damaging to your confidence.

Good luck in your marketing career!
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2 Strategic Planning
   for Competitive   
  Advantage

 L E A R N I N G  O U T C O M E S

Understand the importance of strategic marketing and know a basic 
outline for a marketing plan

Develop an appropriate business mission statement

Describe the components of a situation analysis

Explain the criteria for stating good marketing objectives

Identify sources of competitive advantage

Identify strategic alternatives

Discuss target market strategies

Describe the elements of the marketing mix

Explain why implementation, evaluation, and control of the marketing plan 
are necessary

Identify several techniques that help make strategic planning effective

1

2

3

4

5

6

7

8

9

10
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THE NATURE OF STRATEGIC PLANNING
Strategic planning is the managerial process of creating and maintaining a fit between 
the organization�s objectives and resources and the evolving market opportunities. The 
goal of strategic planning is long-run profitability and growth. Thus, strategic decisions 
require long-term commitments of resources.

A strategic error can threaten a firm�s survival. On the other hand, a good strate-
gic plan can help protect and grow the firm�s resources. For instance, if the March of 
Dimes had decided to focus on fighting polio, the organization would no longer exist. 
Most of us view polio as a conquered disease. The March of Dimes survived by making 
the strategic decision to switch to fighting birth defects.

Strategic marketing management addresses two questions: What is the organization�s 
main activity at a particular time? How will it reach its goals? Here are some examples 
of strategic decisions:

General Electric Company has initiated an effort called �Ecomagination,� which  �
will shift its focus to being an environmentally conscious company that is working to 

solve some of the planet�s most criti-
cal environmental issues. This effort 
represents a complete transformation 
in strategy for GE that is changing the 
way it develops products, sells to cus-
tomers, and enters emerging markets.1

  Toys �R� Us has suffered as  �
younger and younger children 
abandon traditional toys for elec-
tronic entertainment and because 
parents tend to buy toys during 
weekly trips to one-stop shops 
like Wal-Mart. The company 
responded by expanding its infant 
line, Babies �R� Us, and is using 
it to lure parents of older  children 
into their toy selections.2

  McDonald�s decision to offer  �
more healthful foods by focusing 
on fresh fruits and vegetables with 
its new line of premium salads.3

  SC Johnson�s introduction of  �
Shout Color Catchers, a laundry 
sheet for the washer that collects 
loose dyes and prevents clothes 
from bleeding color onto other 
laundry items.

All these decisions have affected 
or will affect each organization�s long-
run course, its allocation of resources, 
and ultimately its financial success. In 
contrast, an operating decision, such 
as changing the package design for 
Post�s cornflakes or altering the sweet-
ness of a Kraft salad dressing, prob-
ably won�t have a big impact on the 
long-run profitability of the company.

What do you think about planning?
Enter your answers on the lines provided.

Describes my style

  1  2  3  4  5  6  7
Not at all Perfectly

__ I start my work without spending too 
much time on planning.*

__ I list the steps necessary for completing a 
task before starting it.

__ I think about strategies I will fall back on 
if problems arise.

__ Because so many aspects of my work are 
unpredictable, planning is not useful.*

__ I keep good records of the projects I�m 
working on.

__ I set personal goals for myself.

__ Each week I make a plan for what I need 
to do.

__ I do not waste time thinking about what I 
should do.*

__ I am careful to work on the highest-
 priority tasks first.

__ Planning is a waste of time.*

__ Planning is an excuse for not working.*

__ I don�t need to develop a strategy for 
completing my assignments.*

Now, total your score, reversing your score 
for items with asterisks�That is, if you put a 
2, put a 6, and vice versa. Read the chapter, 
and see what your score means at the end.

strategic planning
The managerial process of  creating 
and maintaining a fit between 
the organization�s objectives and 
resources and evolving market 
opportunities.
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How do companies go about strategic marketing planning? How do employees know 
how to implement the long-term goals of the firm? The answer is a marketing plan.

What is a Marketing Plan?
Planning is the process of anticipating future events and determining strategies to 
achieve organizational objectives in the future. Marketing planning involves designing 
activities relating to marketing objectives and the changing marketing environment. 
Marketing planning is the basis for all marketing strategies and decisions. Issues such 
as product lines, distribution channels, marketing communications, and pricing are 
all delineated in the marketing plan. The marketing plan is a written document that 
acts as a guidebook of marketing activities for the marketing manager. In this chapter, 
you will learn the importance of writing a marketing plan and the types of information 
 contained in a marketing plan.

Why Write a Marketing Plan? By specifying objectives and defining the actions 
required to attain them, you can provide in a marketing plan the basis by which 
actual and expected performance can be compared. Marketing can be one of the most 
 expensive and complicated business activities, but it is also one of the most important. 
The written marketing plan provides clearly stated activities that help employees and 
managers understand and work toward common goals.

Writing a marketing plan allows you to examine the marketing 
 environment in conjunction with the inner workings of the business. 
Once the marketing plan is written, it serves as a reference point for 
the success of future activities. Finally, the marketing plan allows the 
 marketing manager to enter the marketplace with an awareness of 
 possibilities and problems.

Marketing Plan Elements Marketing plans can be presented in many 
different ways. Most businesses need a written marketing plan because 
a marketing plan is large and can be complex. Details about tasks and 
activity assignments may be lost if communicated orally. Regardless 
of the way a marketing plan is presented, some elements are common 
to all  marketing plans. These include defining the business mission, 
 performing a situation analysis, defining objectives, delineating a target 
market, and establishing components of the marketing mix. Exhibit 2.1 
shows these elements, which are also described further below. Other 
elements that may be included in a plan are budgets, implementation 
timetables, required marketing research efforts, or elements of advanced 
strategic planning. A marketing planning outline and an example of a 
marketing plan appear in the appendix to this chapter.

Selecting which alternative to pursue depends on the overall com-
pany philosophy and culture. The choice also depends on the tool used 
to make the decision. Companies generally have one of two philosophies 
about when they expect profits. They either pursue profits right away or 
first seek to increase market share and then pursue profits. In the long 
run, market share and profitability are compatible goals. Many compa-
nies have long followed this credo: Build market share, and profits will 
surely follow. Michelin, the tire producer, consistently sacrifices short-
term profits to achieve market share. On the other hand, IBM stresses 
profitability and stock valuation over market share, quality, and customer 
service. As you can see, the same strategic alternative may be viewed 
entirely  differently by different firms.

A number of tools exist to help managers select a strategic alternative. 
The most common of these tools are in matrix form. The portfolio matrix 
is described here in more detail.

E X H I B I T  2 . 1

Implementation
Evaluation

Control

Business
Mission

Elements of a Marketing Plan

Statement

Objectives

Situation
or SWOT
Analysis

Marketing Strategy

Target Market
Strategy

Marketing Mix

Product Distribution

Promotion Price

planning
The process of anticipating future 
events and determining strategies to 
achieve organizational objectives in 
the future.

marketing planning
Designing activities relating to 
 marketing objectives and the 
 changing marketing environment.

marketing plan
A written document that acts as a 
guidebook of marketing activities for 
the marketing manager.
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Writing the Marketing Plan
The creation and implementation of a complete 
 marketing plan will allow the organization to achieve 
marketing objectives and succeed. However, the market-
ing plan is only as good as the information it contains 
and the effort, creativity, and thought that went into its 
creation. Having a good marketing information system 
and a wealth of competitive intelligence (covered in 
Chapter 9) is critical to a thorough and accurate situ-
ation analysis. The role of managerial intuition is also 
important in the creation and selection of marketing 
strategies. Managers must weigh any information against 
its accuracy and their own judgment when making a 
marketing decision.

Note that the overall structure of the marketing 
plan (Exhibit 2.1) should not be viewed as a series of 
sequential planning steps. Many of the marketing plan 
elements are decided on simultaneously and in con-
junction with one another. Further, every marketing 
plan has a different content, depending on the organization, its mission, objectives, tar-
gets, and marketing mix components. The example of a marketing plan in the chapter 
appendix should not be regarded as the only correct format for a marketing plan. Many 
organizations have their own distinctive format or terminology for creating a market-
ing plan. Every marketing plan should be unique to the firm for which it was created. 
Remember, however, that although the format and order of presentation should be flex-
ible, the same types of questions and topic areas should be covered in any marketing 
plan. As you can see by the extent of the marketing planning outline and the example 
of the e-motion software marketing plan in the appendix, creating a complete marketing 
plan is not a simple or quick effort.

DEFINING THE BUSINESS 
MISSION
The foundation of any marketing plan is the firm�s mission 
statement, which answers the question, �What business are we 
in?� The way a firm defines its business mission profoundly 
affects the firm�s long-run resource allocation, profitability, 
and survival. The mission statement is based on a careful 
analysis of benefits sought by present and potential  customers 
and an analysis of existing and anticipated environmen-
tal  conditions. The firm�s mission statement establishes 
 boundaries for all subsequent decisions, objectives, and strategies. 
The Southwest Airlines mission statement is shown in Exhibit 2.2.

A mission statement should focus on the market or markets the organization is 
attempting to serve rather than on the good or service offered. Otherwise, a new tech-
nology may quickly make the good or service obsolete and the mission statement irrel-
evant to company functions. Business mission statements that are stated too narrowly 
suffer from marketing myopia�defining a business in terms of goods and services 
rather than in terms of the benefits customers seek. In this context, myopia means nar-
row, short-term thinking. For example, Frito-Lay defines its mission as being in the 
 snack-food business rather than in the corn chip business. The mission of sports teams 
is not just to play games but to serve the interests of the fans.

R E V I E W   L E A R N I N G  O U T C O M E

Understand the importance of strategic 
marketing and know a basic outline for 
a marketing plan

How Write a marketing plan

Why Long term profitability
and growth

What Strategic planning

1

2

mission statement
A statement of the firm�s  business 
based on a careful analysis 
of  benefits sought by present 
and potential customers and an 
analysis of existing and anticipated 
 environmental conditions.

marketing myopia
Defining a business in terms of 
goods and services rather than in 
terms of the benefits that customers 
seek.

'
 D

A
VI

D
 Y

O
U

N
G

 W
O

LF
/P

H
O

TO
ED

IT



P
A

R
T

 1
 

 
T

h
e

 W
o

rl
d

 o
f 

M
a

rk
e

ti
n

g

38

Alternatively, business missions may be 
stated too broadly. �To provide products of 
superior quality and value that improve the 
lives of the world�s consumers� is  probably 
too broad a mission statement for any firm 
except Procter & Gamble. Care must be 
taken when stating what business a firm is 
in. For example, the mission of Ben & Jerry�s 
centers on three important aspects of its 
ice cream business: (1) Product: �To make, 
distribute, and sell the finest quality all 
natural ice cream and related products in a 
wide variety of innovative flavors made from 
Vermont Dairy products�: (2) Economic: 
�To operate the company on a sound finan-
cial basis of profitable growth, increasing 

value for our shareholders, and creating career oppor-
tunities and financial rewards for our employees�; and 
(3) Social: �To operate the company in a way that 
actively recognizes the central role that business plays 
in the structure of society by initiating innovative ways 
to improve the quality of life of a broad community�
local, national, and international.�4 By correctly stating 
the business mission in terms of the benefits that cus-
tomers seek, the foundation for the marketing plan is 
set. Many companies are focusing on designing more 
appropriate mission statements because these statements 
are frequently displayed on the company�s Web sites.

The organization may need to define a mission state-
ment and objectives for a  strategic business unit (SBU), 
which is a subgroup of a single business or a collection 

of related businesses within the larger organization. 
A properly defined SBU should have a distinct 

mission and specific target market, control 
over its resources, its own competitors, and 
plans independent of the other SBUs in 

the organization. Thus, a large firm such as Kraft Foods may have marketing plans for 
each of its SBUs, which include breakfast foods, desserts, pet foods, and beverages.

CONDUCTING A SITUATION ANALYSIS
Marketers must understand the current and potential environment that the product or 
service will be marketed in. A situation analysis is sometimes referred to as a SWOT 
analysis; that is, the firm should identify its internal strengths (S) and weaknesses (W) 
and also examine external opportunities (O) and threats (T).

When examining internal strengths and weaknesses, the marketing manager should 
focus on organizational resources such as production costs, marketing skills, financial 
resources, company or brand image, employee capabilities, and available  technology. 
For example, a potential weakness for AirTran Airways (formerly ValuJet) is the age 
of its airplane fleet, which could project an image of danger or low quality. Other 
 weaknesses include high labor turnover rates and limited flights. A potential strength 
is the airline�s low operating costs, which translate into lower prices for consumers. 
Another issue to consider in this section of the marketing plan is the historical back-
ground of the firm�its sales and profit history.

E X H I B I T  2 . 2
Southwest Airlines Mission Statement

The mission of Southwest Airlines is dedication to the highest quality of Customer 
Service delivered with a sense of warmth, friendliness, individual pride, and 
Company Spirit.

To Our Employees

We are committed to provide our Employees a stable work environment with 
equal opportunity for learning and personal growth. Creativity and innovation 
are encouraged for improving the effectiveness of Southwest Airlines. Above all, 
Employees will be provided the same concern, respect, and caring attitude within 
the organization that they are expected to share externally with every Southwest 
Customer.

Source:  http://www.southwestairlines.com/about_swa/mission

3

2

R E V I E W   L E A R N I N G  O U T C O M E

Develop an appropriate business mission 
statement

Q: What business are we in?

A: Business mission statement

Too narrow

Too broad

Just right

marketing myopia

no direction

focus on markets 
served and benefits 
customers seek

2

strategic business unit (SBU)
A subgroup of a single business or 
a collection of related businesses 
within the larger organization.

SWOT analysis
Identifying internal strengths (S) 
and weaknesses (W) and also 
 examining external opportunities (O) 
and threats (T).
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When examining external opportunities and 
threats, marketing managers must  analyze aspects of 
the marketing environment. This  process is called 
environmental scanning�the collection and interpre-
tation of information about forces, events, and rela-
tionships in the external environment that may affect 
the future of the organization or the implementation 
of the marketing plan. Environmental scanning helps 
identify market opportunities and threats and provides 
guidelines for the design of marketing strategy. The 
six most often studied macroenvironmental forces are 
social, demographic, economic, technological, politi-
cal and legal, and competitive. These forces are exam-
ined in detail in Chapter 3. Rising gas prices and a 
weakening dollar have created a complex, but possibly 
advantageous, environment for McDonald�s. While 
increased gas costs may discourage some consumers 
from visiting its drive-through windows, the fast food 
giant hopes that its widespread availability, its inexpensive prices, and its new gour-
met-style coffee offerings will attract consumers trying to save money by downgrading 
from Starbucks and other pricy venues. McDonald�s marketers are even taking advan-
tage of gas price increases by running commercials in which teenagers decide not to 
fill their empty gas tank and buy $1 double cheeseburgers 
to fill their stomachs instead.5

SETTING MARKETING 
PLAN OBJECTIVES
Before the details of a marketing plan can be developed, 
objectives for the plan must be stated. Without objectives, 
there is no basis for measuring the success of marketing plan 
activities.

A marketing objective is a statement of what is to be 
accomplished through marketing activities. To be useful, 
stated objectives should meet several criteria:

Realistic � : Managers should develop objectives that have 
a chance of being met. For example, it may be unre-
alistic for start-up firms or new products to command 
dominant market share, given other competitors in the 
marketplace.

Measurable:  � Managers need to be able to quantitatively measure whether or not an 
objective has been met. For example, it would be difficult to determine success for 
an objective that states �To increase sales of cat food.� If the company sells 1 percent 
more cat food, does that mean the objective was met? Instead, a specific number 
should be stated, �To increase sales of Purina brand cat food from $300 million to 
$345 million.�

Time-specific: �  By what time should the objective be met? �To increase sales of Purina 
brand cat food between January 1, 2010 and December 31, 2010.�

Compared to a benchmark:  � If the objective is to increase sales by 15 percent, it is impor-
tant to know the baseline against which the objective will be measured. Will it be cur-
rent sales? Last year�s sales? For example, �To increase sales of Purina brand cat food by 
15 percent over 2010 sales of $300 million.� 

R E V I E W   L E A R N I N G  O U T C O M E

Describe the components of a 
situation analysis

3

4

Strengths

Weaknesses

� production costs
� marketing skills
� financial 
  resources
� image
� technology

I
N
T
E
R
N
A
L

Opportunities

Threats

� social
� demographic
� economic
� technological
� political/legal
� competitive

E
X
T
E
R
N
A
L

environmental scanning
Collection and interpretation of 
 information about forces, events, 
and relationships in the external 
 environment that may affect the 
future of the organization or the 
 implementation of the marketing 
plan.

marketing objective
A statement of what is to be 
 accomplished through marketing 
activities.

McDonald�s marketers are taking advantage of gas price 
increases by running commercials in which teenagers 
decide not to fill their empty gas tank and buy $1 double 
 cheeseburgers to fill their stomachs instead.
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E X H I B I T  2 . 3
Examples of Marketing Objectives

Poorly Stated Objectives Well-Stated Objectives

Our objective is to maximize profits. Our objective is to achieve a 10 percent return on investment from January 1, 
2009 until December 31, 2009, with a payback on new investments of no 
 longer than December 31, 2013.

Our objective is to better serve customers. Our objective is to obtain customer satisfaction ratings of 90 percent on the 
2009 annual customer satisfaction survey, and to retain 85 percent of our 
2009 customers as repeat purchasers in 2010.

Our objective is to be the best that we can be. Our objective is to increase market share from 30 percent in 2009 to 
40  percent in 2010 by increasing promotional expenditures by 14 percent 
over 2009 levels from January 1, 2010 to December 31, 2010.

Objectives must also be consistent with and indi-
cate the priorities of the  organization. Specifically, 
objectives flow from the business  mission statement 
to the rest of the marketing plan. Exhibit 2.3 shows 
some well-stated and some  poorly stated objec-
tives. Notice how well they do or do not meet the 
 aforementioned criteria.

Carefully specified objectives serve several 
 functions. First, they communicate marketing 
 management philosophies and provide direction for 
 lower-level marketing managers so that  marketing 
efforts are integrated and pointed in a consistent 
 direction. Objectives also serve as motivators by 
 creating something for employees to strive for. When 
objectives are attainable and challenging, they 
 motivate those charged with achieving the objectives. 
Additionally, the process of writing specific objectives 
forces executives to clarify their thinking. Finally, 
objectives form a basis for control; the  effectiveness of 
a plan can be gauged in light of the stated objectives.

COMPETITIVE ADVANTAGE
Performing a SWOT analysis allows firms to identi-

fy their competitive advantage. A  competitive 
 advantage is a set of unique features of a 
company and its products that are perceived 

by the target market as significant and superior to the competition. It is the factor or factors 
that cause customers to patronize a firm and not the competition. There are three types of 
competitive advantages: cost, product/service  differentiation, and niche strategies.

Cost Competitive Advantage
Cost leadership can result from obtaining inexpensive raw materials, creating an effi-
cient scale of plant operations, designing products for ease of  manufacture, controlling 
overhead costs, and avoiding marginal customers. DuPont, for example, has an excep-
tional cost competitive advantage in the production of titanium dioxide. Technicians 
created a production process using low-cost feedstock, giving DuPont a 20 percent cost 
advantage over its competitors. The cheaper feedstock technology is complex and can 
be duplicated only by investing about $100 million and  several years of testing time. 

R E V I E W   L E A R N I N G  O U T C O M E

Explain the criteria for stating good 
marketing objectives

Realistic, measurable, and time-specific
objectives consistent with the firm�s objectives:

Communicate marketing
management philosophy

1.

Provide management direction2.

Motivate employees 3.

Force executives to think 
clearly

4.

Allow for better evaluation 
of results

5.

a.

c.

4

5

competitive advantage
The set of unique features of a 
company and its products that are 
perceived by the target market 
as significant and superior to the 
 competition.
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Having a  cost competitive advantage means being the 
low-cost competitor in an industry while maintaining 
satisfactory profit margins.

A cost competitive advantage enables a firm to deliver 
superior customer value.  Wal-Mart, the world�s leading 
low-cost general merchandise store, offers good value to 
 customers because it focuses on providing a large selec-
tion of merchandise at low prices and good customer ser-
vice. Wal-Mart is able to keep its prices down because it 
has strong buying power in its relationships with suppliers.

Costs can be reduced in a variety of ways.

Experience curves � : Experience curves tell us that costs decline at a predictable rate 
as experience with a product increases. The experience curve effect encompasses 
a broad range of manufacturing, marketing, and administrative costs. Experience 
curves reflect learning by doing, technological advances, and economies of scale. 
Firms like Boeing use historical experience curves as a basis for predicting and set-
ting prices. Experience curves allow management to forecast costs and set prices 
based on anticipated costs as opposed to current costs.

Efficient labor � : Labor costs can be an important component of total costs in  low-skill, 
labor-intensive industries such as product assembly and apparel  manufacturing. 
Many U.S. manufacturers such as Nike, Levi Strauss, and Liz Claiborne have gone 
offshore to achieve cheaper manufacturing costs. Many American companies are also 
outsourcing activities such as data entry and other labor-intensive jobs.

No-frills goods and services � : Marketers can lower costs by removing frills and 
options from a product or service. Southwest Airlines, for example, offers low fares 
but no seat assignments or meals. Low costs give Southwest a higher load factor and 
greater economies of scale, which, in turn, mean lower prices for consumers. 

Government subsidies � : Governments may provide grants and interest-free loans to 
target industries. Such government assistance enabled Japanese semiconductor 
manufacturers to become global leaders.

Product design � : Cutting-edge design technology can help offset high labor costs. 
BMW is a world leader in designing cars for ease of manufacture and assembly. 
Reverse engineering�the process of disassembling a product piece by piece to learn 
its components and obtain clues as to the manufacturing process�can also mean 
savings. Reverse engineering a low-cost competitor�s product can save research and 
design costs. Japanese engineers have reverse engineered many products, such as 
computer chips coming out of Silicon Valley.

Reengineering � : Reengineering entails fundamental rethinking and redesign of 
 business processes to achieve dramatic improvements in critical measures of 
 performance. It often involves reorganizing from functional departments such as 
sales, engineering, and production to cross-disciplinary teams.

Production innovations � : Production innovations such as new technology and 
 simplified production techniques help lower the average cost of production. 
Technologies such as computer-aided design and computer-aided manufacturing 
(CAD/CAM) and increasingly sophisticated robots help companies like Boeing, 
Ford, and General Electric reduce their manufacturing costs.

New methods of service delivery � : Medical expenses have been substantially lowered 
by the use of outpatient surgery and walk-in clinics. Airlines, such as Delta, are low-
ering reservation and ticketing costs by encouraging passengers to use the Internet to 
book flights and by providing self-check-in kiosks at the airport.

Product/Service Differentiation Competitive Advantage
Because cost competitive advantages are subject to continual erosion, product/service 
differentiation tends to provide a longer lasting competitive advantage. The  durability 
of this strategy tends to make it more attractive to many top managers. A product/ 
service differentiation competitive advantage exists when a firm provides something 

cost competitive advantage
Being the low-cost competitor 
in an industry while maintaining 
 satisfactory profit margins.

experience curves
Curves that show costs declining at 
a predictable rate as experience 
with a product increases.

product/service differentiation 
competitive advantage
The provision of something that 
is unique and valuable to buyers 
beyond simply offering a lower 
price than the competition�s.
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unique that is valuable to buyers beyond simply offering a 
low price. Examples include brand names (Lexus), a strong 
dealer network (Caterpillar Tractor for construction work), 
product  reliability (Maytag appliances), image (Neiman 
Marcus in retailing), or service (FedEx). A great example of a 
company that has a strong product/service competitive advan-
tage is Nike. Nike�s advantage is built around one simple 
idea�product innovation. The company�s goal is to think 
of something that nobody has thought of before or improve 
something that already exists. Nike Air, ACG, Nike Swift, 

and Nike Shox are examples of innovative shoes introduced by 
Nike.6  Another example is PetSmart. Not only does PetSmart offer 

numerous products for all types of pets, it also offers services such as 
Pets-Hotel, grooming, and training. 

Niche Competitive Advantage
A niche competitive advantage seeks to target and effectively serve a single segment of 
the market (see Chapter 8). For small companies with limited resources that potentially 
face giant competitors, niche targeting may be the only viable option. A market segment 
that has good growth potential but is not crucial to the success of major competitors is a 
good candidate for developing a niche strategy.

Many companies using a niche strategy serve only a limited geographic market. 
Buddy Freddy�s is a very successful restaurant chain, but is found only in Florida. Migros 
is the dominant grocery chain in Switzerland. It has no stores outside that small country.

Block Drug Company uses niche targeting by focusing its product line on tooth 
products. It markets Polident to clean false teeth, Poligrip to hold false teeth, and 
Sensodyne toothpaste for persons with sensitive teeth. The Orvis Company manufac-
tures and sells everything that anyone might ever need for fly-fishing. Orvis is a very 
 successful niche marketer. 

Building Sustainable Competitive Advantage
The key to having a competitive advantage is the ability to sustain that advantage. 
A  sustainable competitive advantage is one that cannot be copied by the competi-
tion. Nike, discussed earlier, is a good example of a company that has a sustainable 
competitive advantage. Others include Rolex (high-quality watches), Nordstrom 

department stores (service), and Southwest Airlines 
(low price). In contrast, when Datril was introduced 
into the pain-reliever market, it was touted as being 
exactly like Tylenol, only cheaper. Tylenol responded 
by lowering its price, thus destroying Datril�s competi-
tive advantage and ability to remain on the market. In 
this case, low price was not a sustainable competitive 
advantage. Without a competitive advantage, target 
customers don�t perceive any reason to patronize an 
organization instead of its competitors.

The notion of competitive advantage means that 
a successful firm will stake out a position unique in 
some manner from its rivals. Imitation of competitors 
indicates a lack of competitive advantage and almost 
ensures mediocre performance. Moreover, competitors 
rarely stand still, so it is not surprising that imitation 

causes managers to feel trapped in a seemingly 
endless game of catch-up. They are regularly 

surprised by the new accomplishments of 
their rivals.

niche competitive advantage
The advantage achieved when a 
firm seeks to target and effectively 
serve a small segment of the market.

sustainable competitive 
 advantage
An advantage that cannot be 
 copied by the competition.
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R E V I E W   L E A R N I N G  O U T C O M E

Identify sources of competitive 
advantage

Sources of Competitive 
Advantage

Product/
Service

Differentiation
A vs. B vs. C

Cost
$

Niche
Strategies

5

To create sustainable competitive advantage, don�t 
copy someone else, build your own:
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Companies need to build their own competitive advantages rather than copy a 
competitor. The sources of tomorrow�s competitive advantages are the skills and assets 
of the organization. Assets include patents, copyrights, locations, equipment, and tech-
nology that are superior to those of the competition. Skills are functions such as cus-
tomer service that the firm performs better than its competitors. Netflix, for example, 
created and remains dominant in the market for renting movies by mail. Marketing 
managers should  continually focus the firm�s skills and assets on sustaining and creating 
 competitive advantages.

Remember, a sustainable competitive advantage is a function of the speed with 
which competitors can imitate a leading company�s strategy and plans. Imitation 
requires a competitor to identify the leader�s competitive advantage, determine how it is 
achieved, and then learn how to duplicate it.

STRATEGIC DIRECTIONS
The end result of the SWOT analysis and identification of a competitive advantage is 
to evaluate the strategic direction of the firm. Selecting a strategic alternative is the next 
step in marketing planning.

Strategic Alternatives
To discover a marketing opportunity, management must know how to identify the alterna-
tives. One method for developing alternatives is Ansoff�s strategic opportunity matrix (see 
Exhibit 2.4), which matches products with markets. Firms can explore these four options:

Bass Pro Shops was named the �Outdoor Retailer of 
the Year� in 2007 by the Sporting Goods Business 
magazine. This honor is due, in part, to the fact that the 
company understands how to offer the customer a qual-
ity experience by entertaining them while they shop. This 
experiential aspect of Bass Pro Shops provides them with 
a strong competitive advantage.

They operate almost 50 stores throughout the United 
States, about 30 of which are designed to showcase the 
characteristics of the area where they are located. These 
stores bring in elements of a natural-history museum, an 
art gallery, and an aquarium. Taxidermy mounts on the 
walls are animals native to the each area, and stores 
have an indoor water feature that contains indigenous 
fish species. For example, a Florida store features the 
hull of a sunken ship, while a Massachusetts store has a 
30-foot-long blue whale on display.

In some of the aquariums, professional fishermen and 
store staff hold demonstrations that show customers how 
to use artificial bait. Classes are offered at the stores, 

ranging from fly-casting, Dutch-oven cooking, archery 
hunting, and GPS navigation. Most stores also offer 
full service restaurants on site. The Las Vegas store is 
 connected to a casino and cabin-themed resort.

The design details of the stores are a unique feature 
that enhances the customer experience. Bass Pro has their 
own shop that builds the pine and cedar log buildings, 
and 55 artisans that include coppersmiths, blacksmiths, 
carvers, and painters who hand-make the lighting fix-
tures, wood carvings, and iron work that is used through-
out the store. Artists paint large murals on the walls and 
ceilings that incorporate mounted animals. 

Stores receive up to 3 million visitors every year. In 
fact, Bass Pro Shops have assumed the status of a tourist 
destination. Some people spend their vacations driving 
from store to store.7 

How might the concept of retail entertainment be 
applied to other types of retail stores or shopping areas/
malls? Either think of examples you have experienced or 
create a new idea for using this concept.

Retail Entertainment

6
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  � Market penetration: A firm using the market penetration alternative would try to 
increase market share among existing customers. If Kraft Foods started a major cam-
paign for Maxwell House coffee, with aggressive advertising and cents-off coupons 
to existing customers, it would be following a penetration strategy. McDonald�s sold 
the most Happy Meals in history with a promotion that included Ty�s Teeny Beanie 
Babies. Customer databases, discussed in Chapters 9 and 20, helped managers 
implement this strategy.

Market development � : Market development means attracting new customers to exist-
ing products. Ideally, new uses for old products stimulate additional sales among 
existing customers while also bringing in new buyers. McDonald�s, for example, has 
opened restaurants in Russia, China, and Italy and is eagerly expanding into Eastern 
European countries. Sara Lee is entering the market for meals on the go by intro-
ducing Hillshire Farm Salad Entrees, kits that contain meat and other ingredients 
that the company already makes, to be added to lettuce.8 In the nonprofit area, the 
growing emphasis on continuing education and executive development by colleges 
and universities is a market development strategy.

Product development � : A product development strategy entails the creation of new 
products for present markets. McDonalds introduced yogurt parfaits, entrØe salads, 
and fruit to offer their current customers more healthy options. Managers following 
the product development strategy can rely on their extensive knowledge of the target 
audience. They usually have a good feel for what customers like and dislike about 
current products and what existing needs are not being met. In addition, managers 
can rely on established distribution channels.

Diversification � : Diversification is a strategy of increasing sales by  introducing new 
products into new markets. For example, Ralph Lauren developed a new brand of 
clothing called Rugby to appeal to young people from 14 to 29.9 Sony practiced 

a diversification strategy when it acquired Columbia Pictures; although 
motion pictures are not a new product in the marketplace, they were 
a new product for Sony. Coca-Cola manufactures and markets water-
 treatment and water-conditioning equipment, which has been a very 
 challenging task for the traditional soft drink company. A diversification 
strategy can be risky when a firm is entering unfamiliar markets. On the 
other hand, it can be very profitable when a firm is entering markets with 
little or no competition.

Selecting a Strategic Alternative

Portfolio Matrix Recall that large organizations engaged in strategic plan-
ning may  create strategic business units. Each SBU has its own rate of 
return on investment, growth potential, and associated risk. Management 
must find a balance among the SBUs that yields the overall organiza-
tion�s desired growth and profits with an  acceptable level of risk. Some 
SBUs generate large amounts of cash, and others need cash to foster 
growth. The challenge is to balance the  organization�s �portfolio� of 
SBUs for the best long-term performance. 

To determine the future cash contributions and cash requirements 
expected for each SBU, managers can use the Boston Consulting Group 

4 4

E X H I B I T  2 . 4
Ansoff�s Strategic Opportunity Matrix

 Present Product New Product

Present Market Market penetration:
  McDonald�s sells more Happy Meals with 

Disney movie promotions.

Product development:
McDonald�s introduces premium salads and McWater.

New Market  Market development:
  McDonald�s opens  restaurants in China.

Diversification:
McDonald�s introduces line of children�s clothing.

market penetration
A marketing strategy that tries to 
increase market share among 
 existing customers.

market development
A marketing strategy that entails 
attracting new customers to existing 
products.

product development
A marketing strategy that entails the 
creation of new products for current 
customers.

diversification
A strategy of increasing sales by 
introducing new products into new 
markets.
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(BCG) portfolio matrix. The  portfolio matrix classifies 
each SBU by its present or  forecast growth and market 
share. The underlying assumption is that market share 
and profitability are strongly linked. The measure of 
market share used in the portfolio approach is relative 
market share, the ratio between the company�s share 
and the share of the largest competitor. For example, if 
firm A has a 50 percent share and the competitor has 
5 percent, the ratio is 10 to 1. If firm A has a 10  percent 
market share and the largest competitor has 20 percent, 
the ratio is 0.5 to 1.

Exhibit 2.5 is a hypothetical portfolio matrix for a 
large computer manufacturer. The size of the circle in 
each cell of the matrix represents dollar sales of the SBU 
 relative to dollar sales of the company�s other SBUs. The 
following categories are used in the matrix:

Stars: �  A star is a market leader and growing fast. For 
example, computer  manufacturers have identified 
notebook and handheld models as stars. Star SBUs 
usually have large profits but need a lot of cash to 
finance rapid growth. The best marketing tactic is to 
protect existing market share by reinvesting earnings 
in  product  improvement, better distribution, more 
promotion, and production  efficiency. Management 
must strive to capture most of the new users as they 
enter the market.

Cash cows: �  A cash cow is an SBU that usually generates more cash than it needs 
to maintain its market share. It is in a low-growth market, but the product has 
a  dominant market share. Personal computers and laptops are categorized as 
cash cows in Exhibit 2.5. The basic strategy for a cash cow is to maintain market 
dominance by being the price leader and making technological improvements in 
the product. Managers should resist pressure to extend the basic line unless they 
can dramatically increase demand. Instead, they should allocate excess cash to 
the product categories where growth prospects are the greatest. For instance, the 
Clorox Company owns Kingsford charcoal; the Glad brand of products; Fresh 
Step, Scoop Away, and other pet litters; Brita water filtration systems; and K. C. 
Masterpiece barbecue sauce, among others. Traditionally, the company�s cash 
cow has been Clorox bleach, which owns the lion�s share of a low-growth market. 
The Clorox Company has been highly successful in stretching the Clorox line to 
include scented chlorine bleach as well as Clorox 2, chlorine-free bleach for col-
ored clothing. Another example is Heinz, which has two cash cows: ketchup and 
Weight Watchers frozen dinners.

Problem children: �  A problem child, also called a question mark, shows rapid growth 
but poor profit margins. It has a low market share in a high-growth industry. 
Problem children need a great deal of cash. Without cash support, they eventually 
become dogs. The strategy options are to invest heavily to gain better market share, 
acquire competitors to get the necessary market share, or drop the SBU. Sometimes 
a firm can reposition the products of the SBU to move them into the star category. 
Zima brand beer, targeted at Generation X, was a problem child for Adolph Coors 
Company. The company ultimately withdrew its heavy marketing investment in 
Zima and positioned it as a niche product.

Dogs: �  A dog has low growth potential and a small market share. Most dogs 
 eventually leave the marketplace. In the computer manufacturer example, the 
mainframe computer has become a dog. Other examples include Warner-Lambert�s 
Reef mouthwash and Campbell�s Red Kettle soups. Frito-Lay has produced several 
dogs, including Stuffers cheese-filled snacks, Rumbles granola nuggets, and Toppels 
cheese-topped crackers�a trio irreverently known as Stumbles, Tumbles, and 
Twofers. The strategy options for dogs are to harvest or divest.

E X H I B I T  2 . 5
Portfolio Matrix for a Large Computer Manufacturer

High

Low
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Market share dominance (share relative to largest competitor)

High10x 1x 0.1x

Subnotebooks,
handheld computers,
and tablet PCs (stars)

Laptop and personal 
computers (cash cows)

Integrated phone/palm 
device (problem child or 

question mark)

Mainframe computer 
(dog)

Note: The size of the circle represents the dollar sales relative to sales of other SBUs on 
the matrix�for example, 10x means sales are ten times greater than those of the next 
largest competitor.

portfolio matrix
A tool for allocating resources 
among products or strategic 
 business units on the basis of 
 relative market share and market 
growth rate.

star
In the portfolio matrix, a business 
unit that is a fast-growing market 
leader.

cash cow
In the portfolio matrix, a business 
unit that usually generates more 
cash than it needs to maintain its 
market share.

problem child (question mark)
In the portfolio matrix, a business 
unit that shows rapid growth but 
poor profit margins.

dog
In the portfolio matrix, a business 
unit that has low growth potential 
and a small market share.
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After classifying the company�s SBUs in the matrix, the next step is to allocate future 
resources for each. The four basic strategies are to:

Build � : If an organization has an SBU that it believes has the potential to be a star 
(probably a problem child at present), building would be an appropriate goal. The 
organization may decide to give up short-term profits and use its financial resources 
to achieve this goal. Procter & Gamble built Pringles from a money loser into a 
record profit maker.

 Hold � : If an SBU is a very successful cash cow, a key goal would surely be to hold or 
preserve market share so that the organization can take advantage of the very posi-
tive cash flow. Bisquick has been a prosperous cash cow for General Mills for over 
two decades.

Harvest � : This strategy is appropriate for all SBUs except those classified as 
stars. The basic goal is to increase the short-term cash return without too much 

concern for the long-run impact. It is especially 
 worthwhile when more cash is needed from a 
cash cow with long-run prospects that are unfa-
vorable because of low market growth rate. For 
instance, Lever Brothers has been harvesting 
Lifebuoy soap for a number of years with little 
promotional backing.

 Divest � : Getting rid of SBUs with low shares 
of low-growth markets is often  appropriate. 
Problem children and dogs are most suitable 

for this strategy. Procter & Gamble dropped 
Cincaprin, a coated aspirin, because of 
its low growth potential.

DESCRIBING THE TARGET MARKET
Marketing strategy involves the activities of selecting and describing one or more target 
markets and developing and  maintaining a marketing mix that will produce mutually 
 satisfying exchanges with target markets.

Target Market Strategy
A market segment is a group of individuals or  organizations that share one or more 
characteristics. They therefore may have relatively similar product needs. For example, 
parents of newborn babies need products such as formula, diapers, and special foods. 
The target market strategy identifies the  market segment or segments on which to focus. 
This process begins with a market opportunity  analysis (MOA)�the  description and 
 estimation of the size and sales  potential of market segments that are of  interest to the 

firm and the assessment of key competitors in these  market segments. After the 
firm describes the market segments, it may target one or more of them. There 

are three  general strategies for selecting  target  markets. Target market(s) 
can be selected by  appealing to the entire market with one  marketing 

mix, concentrating on one  segment, or appealing to multiple mar-
ket segments using  multiple  marketing mixes. The  characteristics, 

advantages, and disadvantages of each strategic option are 
 examined in Chapter 8. Target markets could be smokers who 
are concerned about white teeth (the target of Topol toothpaste), 
people concerned about sugar and calories in their soft drinks 

(Diet Pepsi), or  college students needing inexpensive about-town 
transportation (Yamaha Razz scooter).

7

marketing strategy
The activities of selecting and 
describing one or more target 
 markets and developing and 
 maintaining a marketing mix that 
will produce mutually satisfying 
exchanges with target markets.

market opportunity analysis 
(MOA)
The description and estimation 
of the size and sales potential of 
market segments that are of  interest 
to the firm and the assessment of 
key competitors in these market 
segments.

R E V I E W   L E A R N I N G  O U T C O M E

Identify strategic alternatives

Market development = � customers
Market penetration = � share
Product development = � products
Diversification = � New Products + � New Markets
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Any market segment that is 
targeted must be fully described. 
Demographics,  psychographics, 
and buyer behavior should be 
assessed. Buyer behavior is  covered 
in Chapters 6 and 7. If segments 
are differentiated by ethnicity, mul-
ticultural aspects of the  marketing 
mix should be examined. If the 
target market is international, it is 
 especially  important to describe 
 differences in culture, economic 
and  technological development, 
and political structure that may 
affect the marketing plan. Global 
 marketing is covered in more 
detail in Chapter 5.

THE MARKETING MIX
The term marketing mix refers to a unique blend of product, place (distribution), 
 promotion, and pricing strategies (often referred to as the four Ps) designed to produce 
mutually satisfying exchanges with a target market. The marketing manager can control 
each component of the marketing mix, but the strategies for all four components must 
be blended to achieve optimal results. Any marketing mix is only as good as its  weakest 
 component. For example, the first pump toothpastes were distributed over cosmetic 
 counters and failed. Not until pump toothpastes were distributed the same way as tube 
toothpastes did the products succeed. The best promotion and the lowest price can-
not save a poor product. Similarly, excellent products with poor placing, pricing, or 
 promotion will likely fail.

Successful marketing mixes have been carefully designed to satisfy target markets. At 
first glance, McDonald�s and Wendy�s may appear to have roughly identical marketing 
mixes because they are both in the fast-food hamburger business. However, McDonald�s 
has been most successful at targeting parents with young children for lunchtime meals, 
whereas Wendy�s targets the adult crowd for lunches and dinner. McDonald�s has 
 playgrounds, Ronald McDonald the clown, and children�s Happy Meals. Wendy�s 
has salad bars, carpeted restaurants, and no playgrounds.

Variations in marketing mixes do not occur by chance. Astute marketing  managers 
devise marketing strategies to gain advantages over competitors and best serve the needs 
and wants of a particular target market segment. By manipulating elements of the 
 marketing mix, marketing managers can fine-tune the customer offering and achieve 
competitive success.

Product Strategies
Typically, the marketing mix starts with the  product �P.� The heart of the marketing 
mix, the starting point, is the product offering and  product  strategy. It is hard to design 
a place strategy, decide on a promotion campaign, or set a price without  knowing the 
product to be  marketed.

The product includes not only the physical unit but also its package,  warranty, 
 after-sale service, brand name, company image, value, and many other factors. A 
Godiva chocolate has many product elements: the chocolate itself, a fancy gold wrap-
per, a  customer satisfaction guarantee, and the prestige of the Godiva brand name. We 

8

R E V I E W   L E A R N I N G  O U T C O M E

Discuss target market strategies7

Entire Market Multiple Markets

Target Market Options

Single Market

marketing mix
A unique blend of product, place, 
promotion, and pricing strategies 
designed to produce mutually 
satisfying exchanges with a target 
market.

four Ps
Product, place, promotion, and 
price, which together make up the 
marketing mix.

Strategic 
 planning should 
be an ongoing 

process.



buy things not only for what they do (benefits) but 
also for what they mean to us (status, quality, or 
reputation).

Products can be tangible goods such as com-
puters, ideas like those offered by a consultant, or 
services such as medical care. Products should also 
offer customer value. Product decisions are covered 
in Chapters10 and 11, and services marketing is 
detailed in Chapter 12.

Place (Distribution) Strategies
Place, or distribution, strategies are concerned 
with making products available when and where 
customers want them. Would you rather buy a kiwi 

fruit at the 24-hour grocery store within walk-
ing distance or fly to Australia to pick 

your own? A part of this place �P� is 
physical distribution, which involves 

all the business  activities concerned with storing and transporting 
raw materials or finished  products. The goal is to make sure products 
arrive in usable condition at designated places when needed. Place 
 strategies are covered in Chapters 15 and 16.

Promotion Strategies 
Promotion includes advertising, public relations, sales promo-
tion, and personal selling. Promotion�s role in the marketing mix 
is to bring about mutually satisfying exchanges with target markets 
by informing, educating, persuading, and reminding them of the 
 benefits of an organization or a product. A good promotion strategy, 
like using the Dilbert character in a national promotion strategy 
for Office Depot, can dramatically increase sales. Each element 
of the promotion �P� is coordinated and managed with the others 
to create a promotional blend or mix. These integrated marketing 
communications activities are described in Chapters 16, 17, and 18. 
Technology-driven aspects of promotional marketing are covered in 
Chapter 21. 

Pricing Strategies
Price is what a buyer must give up to obtain a product. It is often the most flexible 
of the four marketing mix elements�the  quickest  element to change. Marketers can 
raise or lower prices more  frequently and easily than they can change other  marketing 
mix  variables. Price is an important  competitive  weapon and is very  important to the 
 organization because price multiplied by the number of units sold equals total revenue 
for the firm. Pricing decisions are covered in Chapters 19 and 20.

FOLLOWING UP ON THE MARKETING PLAN
Implementation
Implementation is the process that turns a marketing plan into action assignments 
and ensures that these assignments are executed in a way that accomplishes the 

R E V I E W   L E A R N I N G  O U T C O M E

Describe the elements of the marketing mix8
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9

implementation
The process that turns a marketing 
plan into action assignments and 
ensures that these assignments 
are executed in a way that 
accomplishes the plan�s objectives.
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plan�s  objectives. Implementation activities may involve detailed job assignments, 
activity descriptions, timelines, budgets, and lots of communication. Although 
 implementation is essentially �doing what you said you were going to do,� many orga-
nizations repeatedly experience failures in strategy implementation. Brilliant market-
ing plans are doomed to fail if they are not properly implemented. These detailed 
communications may or may not be part of the written marketing plan. If they are not 
part of the plan, they should be specified elsewhere as soon as the plan has 
been communicated.

Evaluation and Control
After a marketing plan is implemented, it should be evaluated. Evaluation entails gaug-
ing the extent to which marketing objectives have been achieved during the specified 
time period. Four common reasons for failing to achieve a marketing objective are 
unrealistic marketing objectives, inappropriate marketing strategies in the plan, poor 
implementation, and changes in the environment after the objective was specified and 
the strategy was implemented.

Once a plan is chosen and implemented, its effectiveness must be monitored. 
Control provides the mechanisms for evaluating marketing results in light of the plan�s 
objectives and for correcting actions that do not help the organization reach those 
objectives within budget guidelines. Firms need to establish formal and informal 
 control programs to make the entire operation more efficient.

evaluation
Gauging the extent to which the 
marketing objectives have been 
achieved during the specified time 
period.

control
Provides the mechanisms for 
evaluating marketing results in 
light of the plan�s objectives and 
for correcting actions that do not 
help the organization reach those 
objectives within budget guidelines.

Indian law prohibits companies from advertising tobacco 
and liquor. However, companies that sell these products 
are among the largest advertisers in the country. They 
accomplish this by using what are known as �surrogate 
advertisements,� which instead of featuring cigarettes 
and alcoholic beverages, focus on unrelated, cheap-to-
make products that they also produce. Surrogate products 
include CDs, playing cards, and bottled water that all 
have the same brand name as the companies� spirits and 
smokes. These ads have been blamed for luring India�s 
young people (10�14 years old) to take up smoking. 
One study showed that current use of tobacco was five 
times lower among students who had not watched sur-
rogate promotions. The companies say that they buy ads 
for the actual products advertised and deny that they use 
surrogate advertising. 

India�s Health Minister has asked the Information and 
Broadcasting Ministry to take action against the compa-
nies that are showing surrogate ads. The government has 
asked that broadcasters stop airing ads from tobacco 
and liquor companies for products with brand names that 

are the same as their tobacco and liquor brands, regard-
less of the product being advertised. If broadcasters 
comply, they could experience an estimated $50 million 
loss of advertising revenue, and even more if the govern-
ment extends the ban on surrogate ads to other forms of 
media.

Government actions against surrogate ads are caus-
ing the liquor and tobacco companies to use sponsor-
ships of sporting events, concerts, and other entertain-
ment venues as an alternative to promoting their prod-
ucts. For example, the chairman of the UB Group, which 
markets Kingfisher beer and Royal Challenge whiskey, 
bought a professional cricket team. The team was named 
the �Royal Challengers� and the colors and logos of 
the team are the same as those of the whiskey brand. 
Bacardi Martini India sells a line of music CDs with the 
brand name Bacardi Blast, which is also the branding 
used for high-profile events.10 Is it ethical for India�s 
tobacco and liquor companies to use surrogate advertis-
ing to get their brand names in front of customers? Take 
a stand and defend your answer.

Surrogate Ads
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Perhaps the broadest control device available to 
marketing managers is the  marketing audit�a thor-
ough, systematic, periodic evaluation of the objectives, 
 strategies, structure, and performance of the marketing 
organization. A marketing audit helps management 
allocate marketing resources efficiently. It has four 
 characteristics:

 Comprehensive � : The marketing audit covers all the 
major marketing issues facing an organization and 
not just trouble spots.

 Systematic � : The marketing audit takes place in 
an orderly sequence and covers the organization�s 
marketing environment, internal marketing system, 
and specific  marketing activities. The diagnosis is 
followed by an action plan with both short-run and 
long-run proposals for improving overall marketing 
effectiveness.

 Independent � : The marketing audit is nor-
mally conducted by an inside or outside 
party who is independent enough to have 
top management�s confidence and to be 
objective.

 Periodic � : The marketing audit should be carried out on a regular schedule 
instead of only in a crisis. Whether it seems  successful or is in deep trouble, any 
 organization can benefit greatly from such an audit.

Although the main purpose of the marketing audit is to develop a full profile of 
the organization�s  marketing effort and to provide a basis for developing and  revising 
the marketing plan, it is also an excellent way to improve communication and raise 
the level of  marketing consciousness within the organization. It is a useful vehicle 

for  selling the philosophy and techniques of strategic 
 marketing to other members of the  organization.

EFFECTIVE STRATEGIC 
PLANNING
Effective strategic planning requires continual atten-
tion, creativity, and management commitment. 
Strategic planning should not be an annual exercise 
in which managers go through the motions and forget 
about strategic planning until the next year. It should 
be an ongoing process because the environment is con-
tinually changing and the firm�s resources and capabili-
ties are continually evolving.

Sound strategic planning is based on creativity. 
Managers should challenge assumptions about 

the firm and the environment and establish 
new strategies. For example, major oil 
companies developed the concept of the 

gasoline service station in an age when cars needed frequent and rather elaborate servic-
ing. They held on to the full-service approach, but independents were quick to respond 
to new realities and moved to lower-cost self-service and convenience-store operations. 
The majors took several decades to catch up.

R E V I E W   L E A R N I N G  O U T C O M E

Explain why implementation, evaluation, and 
control of the marketing plan are necessary9

Product
Place
Promotion
Price

Met
objectives?

Audits
� comprehensive
� systematic

 � independent
 � periodic

Implementation Evaluation

10

R E V I E W   L E A R N I N G  O U T C O M E

Identify several techniques that help make 
strategic planning effective 10

Continual
attention Creativity Management

commitment

Effective
strategic
planning

marketing audit
A thorough, systematic, periodic 
evaluation of the objectives, 
strategies, structure, and 
performance of the marketing 
organization.
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3 � Types of competitive  
advantages

4  � Elements of the 
marketing mix; quadrants 
in the Boston Consulting 
Group (BCG) portfolio 
matrix

Macroenvironmental forces 
affecting marketing � 6
3 million
� Visitors to Bass Pro Shops 
each year

Debut of the Boston 
Consulting Group 
(BCG) portfolio 
matrix � 1996

Perhaps the most critical element in successful strategic planning is top manage-
ment�s support and participation. For example, Michael Anthony, CEO of Brookstone, 
Inc., and the Brookstone buying team earn hundreds of thousands of frequent flyer 
miles searching the world for manufacturers and inventors of unique products that can 
be carried in its retail stores, catalogs, and Internet site. Anthony has codeveloped some 
of these products and has also been active in remodeling efforts for Brookstone�s 250 
permanent and seasonal stores. 

51

REVIEW AND APPLICATIONS

Understand the importance of strategic marketing and know a basic outline for 
a marketing plan. Strategic marketing planning is the basis for all marketing 
strategies and decisions. The marketing plan is a written document that acts as a 
guidebook of marketing activities for the marketing manager. A marketing plan 
provides the basis by which actual and expected performance can be compared.

Although there is no set formula or a single correct outline, a marketing plan 
should include basic elements such as stating the business mission, setting objec-
tives, performing a situation analysis of internal and external environmental forces, 
selecting target market(s), delineating a marketing mix (product, place, promotion, 
and price), and establishing ways to implement, evaluate, and control the plan.

1.1 Your cousin wants to start his own business, but he has decided not to write 
a marketing plan because he thinks that preparing one would take too 
long. He says he doesn�t need a formal proposal because he has already 
received funding from your uncle. Explain why it is important for him to 
write a plan anyway.

1.2 After graduation, you decide to take a position as the marketing manager 
for a small snack-food manufacturer. The company, Shur Snak, is growing, 
and this is the first time that the company has ever employed a marketing 
manager. Consequently, there is no marketing plan in place for you to fol-
low. Outline a basic marketing plan for your boss to give her an idea of the 
direction you want to take the company.

1.3 How are Coke and Pepsi using their Web sites, www.coca-cola.com and 
www.pepsi.com, to promote their newest product offerings? Do you see hints 
of any future strategies the companies might implement? Where?

1
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3

4

5

6

Develop an appropriate business mission statement. The mission statement is 
based on a careful analysis of benefits sought by present and potential customers 
and an analysis of existing and anticipated environmental conditions. The firm�s 
mission statement establishes boundaries for all subsequent decisions, objectives, 
and strategies. A mission statement should focus on the market or markets the 
organization is attempting to serve rather than on the good or service offered.

2.1 Thinking back to question 1.2, write a business mission statement for Shur 
Snak. What elements should you include? Evaluate the mission statement 
you wrote against some of those you can find online.

Describe the components of a situation analysis. In the situation (or SWOT) analy-
sis, the firm should identify its internal strengths (S) and weaknesses (W) and also 
examine external opportunities (O) and threats (T). When examining external 
opportunities and threats, marketing managers must analyze aspects of the mar-
keting environment in a process called environmental scanning. The six most often 
studied macroenvironmental forces are social, demographic, economic, techno-
logical, political and legal, and competitive.

3.1 Competition in the private courier sector is fierce. UPS and FedEx dominate, 
but other companies, such as DHL and even the United States Postal Service 
(USPS), still have a decent chunk of the express package delivery market. 
Perform a mini-situation analysis on one of the companies listed below by 
stating one strength, one weakness, one opportunity, and one threat. You 
may want to consult the following Web sites as you build your grid:

 UPS www.ups.com DHL www.dhl-usa.com
 FedEx www.fedex.com USPS www.usps.com

Explain the criteria for stating good marketing objectives. Objectives should be 
realistic, measurable, and time specific. Objectives must also be consistent and 
indicate the priorities of the organization.

4.1 Building on the Shur Snak example, imagine that your boss has stated that 
the marketing objective of the company is to do the best job of satisfying 
the needs and wants of the customer. Explain that although this objective is 
admirable, it does not meet the criteria for good objectives. What are these 
criteria? What is a specific example of a better objective for Shur Snak?

Identify sources of competitive advantage. A competitive advantage is a set of 
unique features of a company and its products that are perceived by the target 
market as significant and superior to the competition. There are three types of 
competitive advantages: cost, product/service differentiation, and niche strate-
gies. Sources of cost competitive advantages include experience curves, efficient 
labor, no-frills goods and services, government subsidies, product design, reengi-
neering, product innovations, and new methods of service delivery. A product/
service differentiation competitive advantage exists when a firm provides some-
thing unique that is valuable to buyers beyond just low price. Niche competitive 
advantages come from targeting unique segments with specific needs and wants. 
The goal of all these sources of competitive advantage is to be sustainable.

5.1 Break into small groups and discuss examples (at least two per person) of 
the last few products you have purchased. What specific strategies were 
used to achieve competitive advantage? Is that competitive advantage sus-
tainable against the competitors?

Identify strategic alternatives. The strategic opportunity matrix can be used to 
help management develop strategic alternatives. The four options are market 
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 penetration, product development, market development, and diversification. In 
selecting a strategic alternative, managers may use a portfolio matrix, which 
classifies strategic business units as stars, cash cows, problem children, or dogs, 
depending on their present or projected growth and market share.

6.1 Based on your SWOT analysis, decide what the strategic growth options 
are for the company you chose in question 3.1.

Discuss target market strategies. The target market strategy identifies which market 
segment or segments to focus on. This process begins with a market opportunity 
analysis (MOA), which describes and estimates the size and sales potential of 
market segments that are of interest to the firm. In addition, an assessment of key 
competitors in these market segments is performed. After the market segments 
are described, one or more may be targeted by the firm. The three strategies for 
selecting target markets are appealing to the entire market with one marketing 
mix, concentrating on one segment, or appealing to multiple market segments 
using multiple marketing mixes.

7.1 You are given the task of deciding the marketing strategy for a transporta-
tion company. How do the marketing mix elements change when the 
target market is (a) low-income workers without personal transportation, 
(b) corporate international business travelers, or (c) companies with urgent 
documents or perishable materials to be delivered to customers?

Describe the elements of the marketing mix. The marketing mix (or four Ps) is a 
blend of product, place, promotion, and pricing strategies designed to produce 
mutually satisfying exchanges with a target market. The starting point of the 
 marketing mix is the product offering. Products can be tangible goods, ideas, 
or services. Place (distribution) strategies are concerned with making products 
available when and where customers want them. Promotion includes  advertising, 
public relations, sales promotion, and personal selling. Price is what a buyer 
must give up to obtain a product and is often the easiest to change of the four 
 marketing mix elements.

8.1 Choose three or four other students and make up a team. Create a market-
ing plan to increase enrollment in your school. Describe the four marketing 
mix elements that make up the plan.

Explain why implementation, evaluation, and control of the marketing plan are 
necessary. Before a marketing plan can work, it must be implemented; that is, 
people must perform the actions in the plan. The plan should also be evaluated to 
see if it has achieved its objectives. Poor implementation can be a major factor in 
a plan�s failure. Control provides the mechanisms for evaluating marketing results 
in light of the plan�s objectives and for correcting actions that do not help the 
organization reach those objectives within budget guidelines.

9.1 Have your school enrollment marketing plan team (from question 8.1) 
 develop a plan to implement, evaluate, and control the marketing strategy.

Identify several techniques that help make strategic planning effective. First, 
management must realize that strategic planning is an ongoing process and 
not a once-a-year exercise. Second, good strategic planning involves a high 
level of creativity. The last requirement is top management�s support and 
cooperation.

10.1 What techniques can make your school enrollment marketing plan more 
effective?

7

8

9

10
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competitive advantage 40
control 49
cost competitive advantage 41
diversification 44
dog 45
environmental scanning 39
evaluation 49
experience curves 41
four Ps 47
implementation 48
marketing audit 50

market development 44
marketing mix 47
marketing myopia 37
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market opportunity analysis 

(MOA) 46
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marketing plan 35
marketing planning 35
marketing strategy 46
mission statement 37
niche competitive advantage 42

planning 36
portfolio matrix 45
problem child (question mark) 45
product development 44
product/service differentiation 

competitive advantage 41
star 45
strategic business unit (SBU) 38
strategic planning 35
sustainable competitive 

advantage 42
SWOT analysis 38

KEY TERMS

EXERCISES

APPLICATION EXERCISE
As you now know from reading the chapter, an important part of the strategy-
making process involves scanning the environment for changes that affect your 
marketing efforts. This exercise is designed to introduce you to the business press 
and to help you make the connection between the concepts you learn in the 
 classroom and real-world marketing activities. 

Activities

1. Find a current article of substance in the business press (The Wall Street 
Journal, The Financial Times, Fortune, BusinessWeek, Inc., etc.) that dis-
cusses topics you have covered in this course. Although this is only Chapter 
2, you will be surprised by the amount of terminology you have already 
learned. If you are having trouble finding an article, read through the table 
of contents at the beginning of the book to familiarize yourself with the 
names of concepts that will be presented later in the course. Read your 
article carefully, making notes about relevant content.

2. Write a one-paragraph summary of the key points in your article; then write 
a list of the terms or concepts critical to understanding the article. Provide 
definitions of those terms. If you are unfamiliar with a term or concept that is 
central to the article, do some research in your textbook or see your profes-
sor during office hours. Relate these key points to the concepts in your text 
by citing page numbers.

3. Explain the environments that are relevant to the situation presented in the 
article. (Chapter 4 contains a full list of environmental factors.)

ETHICS EXERCISE
Abercrombie & Fitch, a retail clothing chain based in New Albany, Ohio, 
launched a line of thong underwear for preteen girls. Words like �eye candy� 
and �wink wink� were printed on the front of the skimpy underwear that some 
argued would fit girls aged 5 to 10. Abercrombie is known for its provocative 
ads and sexually oriented catalogs. Supporters of the strategy claim that produc-
ing thong-style underwear for 10- to 16-year-olds is a good move; critics think that 
the line is tasteless and that marketing it to young girls is contemptuous.
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Questions

1. Is marketing adult-styled undergarments to a younger audience unethical? 
Why or why not?

2. Would Abercrombie have been in the spotlight had the sexy words been 
omitted from the product? Explain your answer.

MARKETING PLAN EXERCISE
Throughout the rest of this book, these end-of-chapter marketing plan exercises will 
help you build a strategic marketing plan for a company of your choosing. The 
company you choose should be one that interests you, such as the manufacturer 
of your favorite product, a local business where you would like to work, or even 
a business you would like to start yourself to satisfy an unmet need or want. Once 
you�ve completed the marketing plan exercise for each chapter in Part 1 of this text-
book, you can complete the Part 1 Marketing Planning Worksheet on your compan-
ion Web site at www.cengage.com/marketing/lamb. Use the following exercises to 
guide you through the first part of your strategic marketing plan:
Questions

1. Describe your chosen company. How long has it been in business, or when 
will it start business? Who are the key players? Is the company small or 
large? Does it offer a good or service? 

2. Write the mission statement of your company, keeping in mind the benefits 
offered to customers rather than the product or service sold. If you are start-
ing the online arm of a traditional store, should you make any changes to 
the company�s overall mission statement? 

3. List at least three specific, measurable objectives for your company. Be sure 
these objectives relate to the mission statement and include a time frame. 

4. Begin a SWOT analysis by determining the primary strength of your 
 company by asking, �What is the key differential or competitive advantage 
of my firm?� What are other keys to the potential success of your company? 
What other strengths can your firm capitalize on?

5. Continue the SWOT analysis by taking an honest look at the weaknesses of 
your firm. How can you overcome them? 

CASE STUDY: DISNEY

THE HAPPIEST BRAND ON EARTH
In 2006, Disney�s Pixar released the hit movie Cars, which grossed $462 
 million worldwide. Since then, Cars merchandise has generated over $2 billion 
in sales each year. Pixar has since created a series of Cars shorts to be aired 
on the Disney Channel with a subsequent DVD release. A Cars sequel is in the 
works for 2011, and an online virtual gaming world is set to release 2009. In 
2012, Disney�s California Adventure theme park will open its 12-acre Cars Land 
 attraction.

At Disney, the brand is the name of the game, and cross-platform success of 
the Cars franchise is by no means the exception to the rule. Disney also has the 
Jonas Brothers, Hannah Montana, High School Musical, the Disney Princesses, 
Pirates of the Caribbean, and the list goes on and on. The man behind the magic 
is Disney�s CEO, Bob Iger, who has lead a dramatic revitalization of the Disney 

' PRNEWSFOTO/WALT DISNEY 
PICTURES/ AP IMAGES
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brand since succeeding longtime head Michael Eisner in 2005. When he first 
took the post, his strategy shifted Disney�s focus around its stable of �franchises.� 
These franchises are distributed across Disney�s multiple company platforms and 
divisions, such as Disney�s various television broadcasts platforms (the Disney 
Channel, ABC, ESPN), its consumer products business, theme parks, Disney�s 
Hollywood Records music label, and Disney�s publishing arm in Hyperion just to 
name a few.

Iger�s franchise strategy has been supported by the other major move he 
made upon first becoming CEO. On his first day on the job, Iger told the board 
that revitalizing Disney�s animation business was a top priority, which would be 
improved through the purchase of Pixar. As part of Iger�s franchise strategy the 
deal made perfect sense, as many of Disney�s latest TV shows, Disneyland rides, 
and merchandise was based of Pixar characters. 

Finding a new market to push the Disney franchise became a prior-
ity as well. With the Disney brand growing flat, it was becoming evident 
that Disney had missed some opportunities for broader success due to a 
 narrowing of its target market, which was at the time largely associated 
with  younger children. 

Iger�s first move was to broaden Disney�s viewership by moving the Disney 
Channel from premium to basic cable and launching local versions in key global 
markets. Then, Disney began pushing  franchises to capture the rapidly grow-
ing tween market. Putting its support behind the Disney channel�s High School 
Musical and Hannah Montana and the Jonas Brothers who were emerging out of 
Disney�s music label, Disney quickly generated a series of franchise juggernauts 
in the tween-girl market. 

Though Disney�s focus has remained on family-friendly fair, Iger has shown 
a new willingness to look to even broader markets, if it fits with the Disney 
brand. Disney�s Pirates of the Caribbean, the first Disney film with a PG-13 rat-
ing, played a major role in refocusing the brand, being based off the classic 
theme park ride, and it also helped expand the Disney appeal older kids and 
even adults. The Pirates and Cars franchises also provided preliminary steps 
for Disney�s latest endeavors to crack the tween boy market, age 6�14, one 
traditionally difficult for media companies to sustainably capture. Their efforts 
focus around the new Disney XD channel, with a broad range of offerings, 
such as potential new franchises like the science fiction action-adventure show 
�Aaron Stone� and showcases of new musical talent. Disney will also be able 
to leverage ESPN to create original sports-based programming. The channel will 
be accompanied by a Disney XD Web site, which will promote the channel�s 
programs, as well as offer games and original videos, social networking, and 
online community opportunities. 

As it continues to expand and provide new franchise offerings, Disney looks to 
have relatively strong momentum, even in the midst of rising economic challenges. 
As Jobs puts it, �Family is a renewable resource,� and right now, Disney is mak-
ing the most of it.11  

Questions

1. Do a brief market opportunity analysis for Disney, identifying the major 
 markets that Disney has expanded into.

2. How does Disney�s cross-platform franchising help create sustainable 
 competitive advantage?

3. Describe the marketing mix for one of Disney�s franchises.

4. Describe the major components of Bob Iger�s strategic plan.
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COMPANY CLIPS

METHOD�HEALTHY HOME
Cash-strapped start-up companies generally do not spend a great deal of time and 
money on planning. Founders are so busy with the rudiments of business�finding 
customers and creating, manufacturing, and delivering the product�that they may 
even forget important things, like invoicing. Eric Lowry reinforces this notion in the 
opening of the second method video segment. Nonetheless, strategic planning 
is an important part of successful marketing. Listen closely to the segment, which 
introduces method�s CEO, Alastair Dorward, and gauge for yourself how much 
planning you think this innovative start-up did before launching its brand.

Questions

1. Based on what you heard in the video, does method have a marketing 
plan?

2. Explain the elements that make up method�s competitive advantage. Is it 
 sustainable?

3. What are the elements in method�s marketing mix?

4. What are method�s target market strategies and how does it use them in its 
operations?

The higher your score, the greater 
 importance you place on planning. You also 
develop plans more often and devote more 
energy to the planning process. High scores 
also indicate a motivation to work �smart� 
and efficiently. If your score was low, you are 
less inclined to spend energy planning and, 
as a result, may have lower performance.

' NKP MEDIA, INC./CENGAGE
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Marketing Plan 
Outline
Appendix I

I BUSINESS MISSION
II SITUATION ANALYSIS 

(SWOT ANALYSIS)
A. Internal Strengths and Weaknesses 

B. External Opportunities and Threats 

III OBJECTIVES
IV MARKETING STRATEGY

A. Target Market Strategy 

B. Marketing Mix 

 1. Product

 2. Place/Distribution

 3. Promotion

 4. Price

V IMPLEMENTATION, EVALUATION, 
AND CONTROL

As you read in Chapter 2, there is more than one correct 
format for a marketing plan. Many organizations have their 
own distinctive format or terminology for creating a market-
ing plan, and every marketing plan should be unique to 
the firm for which it was created. The format and order of 
presentation, therefore, must be flexible. 

This appendix presents only one way to organize a market-
ing plan. The outline is meant to give you a more detailed 
look at what you need to include, topics you need to cover, 
and the types of questions you must answer in any marketing 
plan. But, depending on the product or service for which you 
are drafting a plan, this set of questions may only be the start-
ing point for more industry-specific issues you need to address. 

An actual marketing plan from e-motion software fol-
lows this outline. The e-motion marketing plan includes 
annotations that tie each part of the plan to the material 
throughout the book. You�ll see the correlation between 
chapter concepts and the elements of a professional mar-
keting plan for a real company.

If you are assigned a marketing plan as a course 
requirement, this appendix can help you organize your 
work. In addition, worksheets that guide you through the 
process of marketing planning are available on your text-
book�s companion site. The worksheets can be completed 
electronically or printed out and filled in by hand.

I  BUSINESS MISSION
� What is the mission of the firm? What business is it 

in? How well is its mission understood throughout the 
organization? Five years from now, what business does 
it wish to be in? 

� Does the firm define its business in terms of benefits 
its customers want rather than in terms of goods and 
services?

II   SITUATION ANALYSIS 
(SWOT ANALYSIS) 

� Has one or more competitive advantages been 
 identified in the SWOT analysis? 

� Are these advantages sustainable against the  competition? 

 A. Internal Strengths and Weaknesses 

 � What is the history of the firm, including 
sales, profits, and organizational philosophies? 

 � What is the nature of the firm and its current 
situation? 

 � What are the firm�s resources (financial, 
human, time, experience, asset, skill)? 

 � What policies inhibit the achievement of the 
firm�s objectives with respect to  organization, 
resource allocation, operations, hiring, 
 training, and so on? 

A
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 B. External Opportunities and Threats 

 � Social: What major social and lifestyle trends 
will have an impact on the firm? What action 
has the firm been taking in response to these 
trends?

 � Demographics: What impact will fore-
casted trends in the size, age, profile, and 
 distribution of population have on the firm? 
How will the changing nature of the  family, 
the increase in the proportion of women in 
the workforce, and changes in the ethnic 
composition of the population affect the 
firm? What action has the firm taken in 
response to these developments and trends? 
Has the firm reevaluated its traditional prod-
ucts and expanded the range of specialized 
offerings to respond to these changes? 

 � Economic: What major trends in taxation 
and income sources will have an impact on 
the firm? What action has the firm taken in 
response to these trends? 

 � Political, Legal, and Financial: What laws are 
now being proposed at international, federal, 
state, and local levels that could affect 
marketing strategy and tactics? What recent 
changes in regulations and court decisions 
affect the firm? What political changes are 
taking place at each government level? 
What action has the firm taken in 
response to these legal and political 
changes? 

 � Competition: Which organizations are 
 competing with the firm directly by offering 
a similar product? Which organizations are 
competing with the firm indirectly by 
securing its prime prospects� time, money, 
energy, or commitment? What new 
competitive trends seem likely to emerge? 
How effective is the competition? What 
benefits do competitors offer that the firm 
does not? Is it  appropriate for the firm to 
compete? 

 � Technological: What major technological 
changes are occurring that affect 
the firm?

 � Ecological: What is the outlook for the 
cost and availability of natural resources 
and  energy needed by the firm? Are the 
firm�s products, services, and operations 
 environmentally friendly? 

III  OBJECTIVES
� Is the firm�s mission statement able to be 

translated into operational terms regarding the 
firm�s objectives? 

� What are the stated objectives of the organization? Are 
they formally written down? Do they lead logically 
to clearly stated marketing objectives? Are objectives 
based on sales, profits, or customers? 

� Are the organization�s marketing objectives stated in 
hierarchical order? Are they specific so that  progress 
toward achievement can be measured? Are the 
 objectives reasonable in light of the organization�s 
resources? Are the objectives ambiguous? Do the 
objectives specify a time frame? 

� Is the firm�s main objective to maximize customer 
 satisfaction or to get as many customers as possible? 

IV  MARKETING STRATEGY
A. Target Market Strategy 

 �  Are the members of each market homogeneous or 
heterogeneous with respect to geographic, socio-
demographic, and behavioral characteristics? 

 �  What are the size, growth rate, and national and 
regional trends in each of the organization�s mar-
ket segments?

 �  Is the size of each market segment sufficiently large 
or important to warrant a unique marketing mix? 

 �  Are market segments measurable and accessible to 
distribution and communication efforts?

 �  Which are the high- or low-opportunity segments? 

 �  What are the evolving needs and satisfactions 
being sought by target markets? 

 �  What benefits does the organization offer to each 
segment? How do these benefits compare with 
benefits offered by competitors? 

 �  Is the firm positioning itself with a unique 
 product? Is the product needed? 

 �  How much of the firm�s business is repeat versus 
new business? What percentage of the public can 
be classified as nonusers, light users, or heavy 
users? 

 �  How do current target markets rate the firm and 
its competitors with respect to reputation,  quality, 
and price? What is the firm�s image with the 
 specific market segments it seeks to serve? 
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 �  Does the firm try to direct its products only to 
 specific groups of people or to everybody? 

 �  Who buys the firm�s products? How does a 
potential customer find out about the organiza-
tion? When and how does a person become a 
customer? 

 �  What are the major objections given by potential 
customers as to why they do not buy the firm�s 
products? 

 �  How do customers find out about and decide to 
purchase the product? When and where? 

 �  Should the firm seek to expand, contract, 
or change the emphasis of its selected target 
 markets? If so, in which target markets, and how 
vigorously? 

 �  Could the firm more usefully withdraw from some 
areas where there are alternative suppliers and 
use its resources to serve new, unserved customer 
groups? 

 �  What publics other than target markets (financial, 
media, government, citizen, local, general, and 
internal) represent opportunities or problems for 
the firm? 

B. Marketing Mix 

 �  Does the firm seek to achieve its objective chiefly 
through coordinated use of marketing activities 
(product, place, promotion, and pricing) or only 
through intensive promotion? 

 �  Are the objectives and roles of each element of 
the marketing mix clearly specified? 

  1. Product

 � What are the major product/service offerings 
of the firm? Do they complement each other, 
or is there unnecessary duplication? 

 � What are the features and benefits of each 
product offering? 

 � Where are the firm and each major product 
in the life cycle?

 � What are the pressures among various target 
markets to increase or decrease the range and 
quality of products? 

 � What are the major weaknesses in each prod-
uct area? What are the major complaints? 
What goes wrong most often? 

 � Is the product name easy to pronounce? 
Spell? Recall? Is it descriptive, and does 

it communicate the benefits the product 
offers? Does the name distinguish the firm or 
 product from all others? 

 � What warranties are offered with the product? 
Are there other ways to guarantee customer 
satisfaction? 

 � Does the product offer good customer 
value? 

 � How is customer service handled? How is 
 service quality assessed? 

  2. Place/Distribution 

 � Should the firm try to deliver its offer-
ings directly to customers, or can it better 
 deliver selected offerings by involving 
other  organizations? What channel(s) 
should be used in distributing product 
 offerings? 

 � What physical distribution facilities should be 
used? Where should they be located? What 
should be their major characteristics? 

 � Are members of the target market willing 
and able to travel some distance to buy the 
product?

 � How good is access to facilities? Can access 
be improved? Which facilities need priority 
attention in these areas? 

 � How are facility locations chosen? Is the site 
accessible to the target markets? Is it visible to 
the target markets? 

 � What are the location and atmosphere of 
retail establishments? Do these retailers satisfy 
customers? 

 � When are products made available to users 
(season of year, day of week, time of day)? 
Are these times most appropriate? 

  3. Promotion 

 � How does a typical customer find out about 
the firm�s products? 

 � Does the message the firm delivers gain 
the attention of the intended target 
 audience? Does it address the wants and 
needs of the target market, and does it 
suggest benefits or a means for satisfying 
these wants? Is the message appropriately 
 positioned? 

 � Does the promotion effort effectively inform, 
persuade, educate, and remind customers 
about the firm�s products? 
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 � Does the firm establish budgets and measure 
effectiveness of promotional efforts? 

  a. Advertising 

 � Which media are currently being 
used? Has the firm chosen the types 
of media that will best reach its target 
markets? 

 � Are the types of media used the 
most cost-effective, and do they 
contribute positively to the firm�s 
image? 

 � Are the dates and times the ads will 
appear the most appropriate? Has the 
firm prepared several versions of its 
advertisements? 

 � Does the organization use an outside 
advertising agency? What functions 
does the ad agency perform for the 
organization?

 � What system is used to handle 
 consumer inquiries resulting from 
advertising and promotions? What 
follow-up is done? 

  b. Public Relations 

 � Is there a well-conceived public 
relations and publicity program? 
Does the program have the ability to 
respond to bad publicity? 

 � How is public relations normally 
handled by the firm? By whom? 
Have those responsible nurtured 
working relationships with media 
outlets? 

 � Is the firm using all available pub-
lic relations avenues? Is an effort 
made to understand each of the 
publicity outlet�s needs and to pro-
vide each with story types that will 
appeal to its audience in readily 
usable forms? 

 � What does the annual report say 
about the firm and its products? 
Who is being effectively reached by 
this vehicle? Does the benefit of the 
publication justify the cost? 

  c. Personal Selling 

 � How much of a typical salesperson�s 
time is spent soliciting new custom-
ers as compared to serving existing 
customers? 

 � How does the sales force determine 
which prospect will be called on and 
by whom? How is the frequency of 
contacts determined? 

 � How is the sales force compensated? 
Are there incentives for encouraging 
more business? 

 � How is the sales force organized and 
managed? 

 � Has the sales force prepared an 
approach tailored to each prospect? 

 � Has the firm matched sales 
 personnel with the target market 
characteristics? 

 � Is there appropriate follow-up to 
the initial personal selling effort? 
Are customers made to 
feel  appreciated? 

 � Can database or direct marketing be 
used to replace or supplement the 
sales force? 

  d. Sales Promotion 

 � What is the specific purpose of 
each sales promotion activity? Why 
is it offered? What does it try to 
achieve?

 � What categories of sales promotion 
are being used? Is sales promotion 
directed to the trade, the final con-
sumer, or both?

 � Is the effort directed at all the firm�s 
key publics or restricted to only 
potential customers? 

  4. Price

 � What levels of pricing and specific prices 
should be used? 

 � What mechanisms does the firm have to 
ensure that the prices charged are acceptable 
to customers? 

 � How price sensitive are customers? 

 �  If a price change is put into effect, how will 
the number of customers change? Will total 
revenue increase or decrease? 

 �  Which method is used for establishing a 
price: going rate, demand oriented, or cost 
based? 

 �  What discounts are offered, and with what 
rationale? 
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 �  Has the firm considered the psychological 
dimensions of price? 

 �  Have price increases kept pace with cost 
increases, inflation, or competitive levels? 

 � How are price promotions used? 

 �  Do interested prospects have  opportunities 
to sample products at an introductory 
price? 

 �  What methods of payment are accepted? Is it 
in the firm�s best interest to use these various 
payment methods? 

V   IMPLEMENTATION, 
EVALUATION, AND 
CONTROL

� Is the marketing organization structured appropriately 
to implement the marketing plan?

� What specific activities must take place? Who is 
responsible for these activities?

� What is the implementation timetable?

� What other marketing research is necessary?

� What will be the financial impact of this plan on 
a one-year projected income statement? How does 
 projected income compare with expected revenue if 
the plan is not implemented? 

� What are the performance standards? 

� What monitoring procedures (audits) will take place 
and when? 

� Does the firm seem to be trying to do too much or not 
enough? 

� Are the core marketing strategies for achieving objec-
tives sound? Are the objectives being met, and are the 
objectives appropriate?

� Are enough resources (or too many resources) 
 budgeted to accomplish the marketing objectives?
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I COMPANY DESCRIPTION
II BUSINESS MISSION
III SITUATION ANALYSIS

Industry Analysis

SWOT Analysis

 Trends

 Competitors

 Consumer Profile

 Technology

 Strengths

 Weakness

 Opportunities

 Threats

IV MARKETING OBJECTIVE
V MARKETING STRATEGY

Target Marketing Strategy

Marketing Mix

 Product

 Place/Distribution

 Promotion

 Price

VI IMPLEMENTATION, EVALUATION, 
AND CONTROL
Marketing Research

Organizational Structure and Plan

Financial Projections

Implementation Timetable

VII SUMMARY

I  COMPANY DESCRIPTION
Scott Keohane and a partner founded e-motion software in 
2003 and established its worldwide headquarters in Austin, 
Texas. They envisioned software solutions that conformed 
to a particular business, not the other way around, with 
products designed to (1) improve operating efficiency, (2) 
empower users, (3) enhance security, (4) improve ROI, 
and (5) streamline business processes. [Chapter 1: Market 
Orientation�focusing upon customer needs and integrat-
ing all activities to readily provide customer satisfaction, 
while achieving long-term company goals.] Ultimately, 
however, Keohane�s partner did not want to remain with 
the company. Keohane converted the partner�s shares into 
a note, according to the partnership agreement the two had 
in place. 

The origins of the company were based in Keohane�s 
10 years of entrepreneurial endeavors, with 4 years of this 
time spent as an independent consultant in the Oracle 
applications marketplace. Oracle is the world�s largest 
enterprise software company. According to Oracle�s Web 
site, the company�s business is information�how to man-
age it, use it, share it, and protect it. Commercial enter-
prise information management software systems, such as 
those offered by Oracle, promised seamless integration of 
all information flowing through a company. 

In a global marketplace in which external company 
collaborations are driving business efforts and internal 
cross-functional integration is critical for timely decision 
making, enterprise systems could help position companies 
in a highly competitive environment. [Chapter 6: Business 
Marketing�E-motion software operates as a business mar-
keter since it provides good and services to organizations 
for purposes other than personal consumption.] Enterprise 
systems, such as the Oracle E-Business Suite, provided a 
simplified, unifying corporate technology platform. This 
type of platform enabled companies to utilize high-quality 

The E-Motion 
Software Marketing 
Plan
Appendix II

A



P
A

R
T

 1
 

 
T

h
e

 W
o

rl
d

 o
f 

M
a

rk
e

ti
n

g

64

internal and external information both strategically and 
tactically. There were numerous product families in the 
E-Business Suite (e.g., advanced procurement, contracts, 
performance management, customer data/relationship 
management, financial, human resource management, 
logistics, manufacturing, marketing, order management, 
projects, sales, service, and supply chain management). 
[Chapter 9: E-Business is one product line in Oracle�s 
product mix width. There are numerous product items in 
this product line.]

As an independent consultant, Keohane was continu-
ally asked to customize existing Oracle technology or cre-
ate one-off applications to meet common requirements. 
The need for third-party products that would withstand 
upgrades to the underlying Oracle architecture was identi-
fied and e-motion software was formed. The overall busi-
ness concept was to utilize the Oracle E-Business Suite 
as the underlying framework for customization to fit a 
particular customer�s needs. Soon after incorporation, 
e-motion software became a member of the Oracle Partner 
Network. By joining the Oracle Partner Network, e-motion 
software gained access to Oracle Software Licenses, techni-
cal training, marketing funds, and co-marketing opportuni-
ties. [Chapter 6: Strategic Partnership�E-motion software 
partnered with Oracle so as to improve the offerings to its 
customers.]

II  BUSINESS MISSION 
[Chapter 2: The foundation of any marketing plan is the 
� rm�s mission statement.]

E-motion software is committed to the Oracle E-Business 
Suite of Applications and will provide a level of support 
that is unmatched in the industry. The company�s goals 
are to make Oracle Applications more reliable, to enhance 
the Applications� functionality, and to make the Suite�s 
use more efficient. [Ch. 2: What business is e-motion 
software in?] The company�s products offer an attractive 
alternative to in-house development and support. E-motion 
software customers will be utilizing functional products 
that are self-funding. That is, the savings achieved through 
a more efficient workforce and security enhances will far 
exceed the cost of the company�s products. The company�s 
commitment extends from the methods used to build 
e-motion software products to the company�s simple instal-
lation procedures to the post-installation service. E-motion 
software products run on multiple server platforms, require 
no customization, and are fully compatible with existing 
hardware and software warranties. [Chapter 2: E-motion 
software is focused on markets served and benefits sought 
by its  customers.]

III  SITUATION ANALYSIS 
[Chapter 2: Marketers must understand the  current and 
potential environment before de� ning marketing tactics.]

Industry Analysis [Chapter 2: Environmental 
 scanning is the collection and interpretation of  information 
about forces, events, and relationships in the external 
 environment that may affect the future of the organization 
or the implementation of the marketing plan.]

Trends. The Enterprise Resource Planning (ERP) com-
munity has undergone a radical change since the turn 
of the century. Historically, applications were designed 
for the professional user or technology expert. Today�s 
marketplace, however, has shifted from the professional 
user to employee users. That is, employees in all func-
tional areas have access to and utilize information from 
the ERP application. Thus, ERP providers have shifted to 
developing applications intended for individual employee 
use instead of releasing bigger applications designed for 
the professional user. These self-service, employee based 
applications have fundamentally changed the way ERP 
applications are sold, implemented, and administered. 
Professional users are no longer the keepers of the data, 
manually entering and updating data from forms and 
memos. They have now become administrators in charge 
of ensuring data integrity. The promise of turning depart-
ments, such as HR and benefits, from manual intensive 
data entry shops to proactive reporting shops has shifted 
the marketplace to self-service suite applications. This 
emerging trend has prompted the development of self-ser-
vice applications that enable employees to utilize systems 
within their individual realms of expertise, yet systems that 
are integrated across the firm. 

Competitors. E-motion software represents a new voice 
within the Oracle community. The company is creating a 
new niche in the marketplace and, as such, competition 
comes from a variety of sources. There are currently no 
head-to-head competitors. Competition can be split into 
three very distinct groups: Oracle, consulting firms, and 
in-house development centers. 

Apart from being the company that created the ERP 
industry, Oracle has resources that dwarf every other com-
pany in the ERP marketplace. The availability of capital 
and the size of the development group infer that Oracle 
can simply reallocate a small development team to work 
on competing products. Oracle has, however, repeatedly 
released products that were little more than advanced 
betas, resulting in weeks of downtime for companies 
implementing the new products. By building applications 
that require no customization to Oracle code, e-motion 
software can confidently assure its customers that its prod-
ucts will work. 

Consulting firms could advise the client to include 
the cost of custom application development into the 
total cost of the consulting engagement. This is standard 
protocol for competing consultancies and would effec-
tively stop e-motion software from entering into a client 
site. Most consultancies, however, do not have a sup-
port and development center to handle ongoing system 
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management. E-motion software will compete directly 
with consultancies by providing superior service at an 
 affordable price. 

The In-House Development Center (IHDC) poses a 
tricky problem for e-motion software. If a company has 
an IHDC, it is usually a trusted source that knows the 
company, its standards, and its software. Additionally, 
the IHDC is usually considered a �no-cost� center since 
salaries are already included in the company�s budget. 
Thus, program development and implementation is con-
sidered just another project with no additional cost. On 
the positive side, information technology (IT) budgets 
were slashed and IT departments scaled down over the 
past few years. While IT spending has begun to trend 
upward again, the creation of IHDC units has lagged 
this spending trend. E-motion software plans to capital-
ize on this lag in IHDC unit development and upward 
spending trend. 

Customer Profile. The marketplace has moved from profes-
sional users to employee users. Basically, professional users 
are now babysitters, ensuring that employees do not enter 
incorrect information into the system. This poses quite a 
quandary. Professional users must maintain the integrity 
of the system, while releasing control of it at the same 
time. This often forces the professional user to become a 
reactive unit, rushing to fix things when they break down. 
Employee users do not generally know the idiosyncrasies of 
the ERP system, of which there are many. Thus to main-
tain system integrity and ensure data reliability, professional 
users are often double-checking employee�s data entry and 
also answering help desk calls regarding how to use the 
system. This is not, however, what a self-service ERP solu-
tion is designed to deliver. E-motion software proposes to 
enter the self-service arena with a broad range of products 
designed to regain the efficiencies promised by self-service 
applications.

Technology. The costs of developing and maintaining 
an ERP solution require that the underlying technology 
be relevant for several years after product purchase and 
installation. The rapid emergence of Internet-based trans-
actions (e.g., banking, loan applications, etc.) brought 
self-service applications to the forefront of business oppor-
tunity. Initially, Oracle attempted to use a mix of PL/SQL 
and DHTML code in the self-service offerings. This mix, 
however, did not provide the best-looking applications, 
had little functionality, and were difficult to implement. 
Oracle then switched to using Java Server Pages (JSP) as 
its self-service foundation, with PL/SQL and HTML as 
the accessory languages. Products with the JSP foundation 
were well received in the marketplace. E-motion software 
plans to adhere to Oracle�s decision to use JSP, especially 
since JSP offers e-motion software some key benefits: (1) 
JSP is robust and flexible allowing all applications to use 
the same coding techniques, (2) JSP is recyclable which 

means that e-motion software can leverage existing code 
across new applications, (3) JSP is accessible since Java 
is one of the most well known programming languages, 
(4) JSP is portable, allowing e-motion software to easily 
enter other ERP markets, and (5) the use of JSP means 
that e-motion software will always comply with Oracle 
approved practices.

SWOT Analysis
The strengths, weaknesses, opportunities, and threats 
(SWOT) analysis provides a snapshot of e-motion soft-
ware�s internal strengths and weaknesses and external 
opportunities and threats. [Chapter 2: Performing a 
SWOT analysis allows firms to identify their competitive 
advantage.]

Strengths. [Chapter 2: Strengths are internal to the firm.]

� Founder�Scott Keohane is not only extremely knowl-
edgeable about the third-party marketplace, he is also 
personally and financially dedicated to making the 
business a success

� Active and committed advisory council

� Reliable products and product support

� Member of Oracle Partner Network

Weaknesses. [Chapter 2: Weaknesses are internal to the 
firm.]

� A one-person company that has to supplement the 
company with independent consulting services

� Not enough time dedicated to company 
development

� While considerable anecdotal information, the com-
pany is lacking in marketing research

� Financial resources

Opportunities. [Chapter 2: Opportunities are external to 
the firm.]

� Changing marketplace that coincides with e-motion 
software�s product development

� The move toward employee users instead of profes-
sional users

� Growth market

� Technological changes

� Refocus on IT applications

� Persistent threat of security breaches

� Growing focus on cross-functional interactions in the 
business press
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� New entries into the workforce (e.g., recent college 
graduates) are trained to use computers in decision 
making and thus expect companies to have data 
 programs in place 

Threats. [Chapter 2: Threats are external to the firm.]

� Competitors�all three groups of competitors 
likely have deeper pockets than e-motion 
software

� Offerings can be duplicated by knowledgeable 
experts

� Limited market access across the United States

� Economies of scale in larger companies such as 
Oracle 

� IT departments do not have unlimited budgets

IV  MARKETING OBJECTIVE
The marketing objective is to establish the company as 
an expert in the third-party marketplace. [Chapter 2: The 
marketing objective statement provides a look at what the 
company seeks to accomplish. It is consistent with the pri-
orities of the organization.] The third party product market 
for functions that are specifically designed for integration 
with Oracle Applications is in its infancy. E-motion soft-
ware has to establish itself as a leader in this new market-
place. To accomplish this objective, customers must see 
that e-motion software products are safe and secure and 
that they do not affect existing Oracle functionality or their 
Oracle warranty.

Objective Metric: Three major Oracle clients by the end 
of 2005 [Chapter 2: Stated objectives must be measurable 
and time specific.]

To accomplish this marketing objective, e-motion 
software must obtain three major Oracle clients by the 
end of 2005. These clients will serve as reference sites 
for the company. These clients will enable e-motion 
software to demonstrate the gains achieved by using 
e-motion software products. As such, the clients need 
to be vocal and create viral marketing within the 
industry.

Objective Metric: One client in each region of the United 
States by the end of 2006 [Chapter 2: Stated objectives 
must be measurable and time specific.]

Given the close-knit nature of Oracle clients through 
organizations such as the Oracle Application User�s Group 
(OAUG), e-motion software needs to gain clients within 
each of the major geographic areas in the United States: 
Northeast, Mid-Atlantic, Southeast, Midwest, Northwest, 
and West Coast.

V  MARKETING STRATEGY
Target Market Strategy
E-motion software�s sales plan is based on the com-
pany�s understanding of the marketplace and on how 
it will resolve inefficiencies with the use of the Oracle 
E-Business Suite of Applications. From his consulting 
experience in helping potential clients install and main-
tain their individualized suite of applications, Keohane 
has considerable understanding of users� needs. To obtain 
clients, e-motion software, will rely on continuing rela-
tionships with prospective clients, maintaining ongoing 
relationships with other consulting firms with an on-going 
relationship, and reaching new clients via marketing and 
sales initiatives.

Geographically, e-motion software will direct its mar-
keting and sales efforts within the contiguous United 
States. [Chapter 7: Geographic segmentation refers to seg-
menting markets by region of a country or the world, mar-
ket size, market density, or climate.] Though global opera-
tions are potential clients, the current size of e-motion soft-
ware suggests that the U.S. marketplace is more viable at 
this time. [Chapter 7: Accessibility�the firm must be able 
to reach members of the targeted segment.]  Within this 
marketplace, e-motion software will focus upon companies 
that have between 500 and 10,000 employees. These are 
the small- to mid-size companies that utilize the Oracle 
E-Business Suite of Applications. Companies of this size 
are unlikely to have their own development staffs in place 
or have the desire to develop and/or support home-grown 
applications. [Chapter 7: Responsiveness�the targeted 
market must respond to the marketing mix offered by the 
company.] Within these small- to mid-size companies, the 
individual target customer varies by the product offering. 
For example, a database administrator will be targeted for 
the company�s system administrator products, and the IT 
director will be targeted for the functional line of product 
offerings.

Marketing Mix 
[Chapter 2: Marketing mix (the four Ps) refers to the 
unique blend of product, place (distribution), promotion, 
and pricing strategies.]

Product. [Chapter 6: E-motion software provides a business 
service to its customers.]

E-motion software develops applications specifically 
for the Oracle E-Business Suite. For clients of Oracle 
Applications who desire greater efficiency and an 
increase in ROI on their installed ERP systems, e-mo-
tion software will offer a line of products designed spe-
cifically to improve performance of the existing Oracle 
Application installation. Clients that have in-house 
development staff will be able to lower the total cost 
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of ownership of a product by having e-motion software 
upgrade their Oracle installation. [Chapter 6: The buy-
ing center includes all persons in an organization who 
become involved in the purchase decision. In-house 
development staff will play a critical role in the buying 
process.] Clients without in-house staff, however, are 
more likely to benefit from  e-motion software instal-
lations because they will now be able to perform a 
greater number of tasks that are not offered by Oracle. 
[Chapter 6: In this instance, the members of the buying 
center are different than a company with an in-house 
development staff.]

As a product-based company, e-motion software can-
not ignore the importance of product marketing. The 
three product attributes that will drive the business are 
level of service, usability, and clear return on purchase 
price. [Chapter 6: Quality, service, and price are impor-
tant evaluative criteria in a purchase decision involving 
software products.] The reluctance of some customers 
to install relatively new third-party products into their 
ERP systems is an obstacle to overcome via product 
marketing. [Chapter 6: This is often a new buy for the 
customer.] The company has to deliver on the promise 
of the products�that promise being that �E-motion soft-
ware products make the business process of our customers 
more efficient, while easily understanding the upgrades 
to the underlying Oracle Application.� E-motion must 
remain focused on this promise during both the product 
development and the product delivery process. [Chapter 
6: Keeping current customers satisfied is just as important 
as attracting new ones.]

E-motion software�s product line consists of functions 
that respond to inefficiencies identified from years of 
experience with Oracle ERP systems. Because the prod-
uct portfolio is built expressly for the Oracle Applications 
E-Business Suite, the products are updated continually to 
maintain compatibility as well as to take advantage of new 
technologies and capabilities released by Oracle. [Chapter 
9: Quality and functional modifications keep e-motion 
software�s products up-to-date with ongoing technological 
changes.]  All products enjoy the following characteristics: 
tight integration with Oracle, intuitive design, compatible 
architecture, and streamlined interfaces. Product offer-
ings are iPraise, Responsibility Management, Password 
Reset, and Global Directory. [Chapter 9: E-motion soft-
ware�s product mix width is composed of one product�
enterprise software. This product line is comprised of four 
product items.]

iPraise. [Chapter 9: iPraise is an individual brand.]  
The employee appraisal system developed by e-motion 
software is the most dynamic appraisal system available to 
Oracle customers. Combining e-motion software�s com-
mitment to streamlined application interfaces with the 
vast functionality available to Oracle E-Business Suite cus-
tomers, iPraise represents the next generation of appraisal 

systems. The system is flexible, allowing it to be configured 
to meet the specific needs of the organization. Using the 
appraisal configuration engine, the customer can choose to 
include or omit several aspects of the appraisal process and 
even determine in which order they are to be constructed. 
Thus, iPraise is a complete solution for Oracle customers. 
Customers can opt to integrate other modules of Oracle 
that have been configured previously with the E-Business 
Suite. Installing iPraise is fast and easy.

Responsibility Management. [Chapter 9: Responsibility 
Management is an individual brand.]  Responsibility 
Management solves one of the most important questions 
faced by all Oracle system administrators: �Who has access 
to which data?� Using Responsibility Management, a sys-
tem administrator or database administrator can quickly, 
easily, and accurately identify who has access to which data 
in real-time. Responsibility Management can inform the 
administrator of the following:

� Employees with particular responsibility

� Employees without a single responsibility

� User names that are not attached to any employee

� User names that are attached to more than one 
employee

� User accounts that are expiring in x number of days

� User accounts created in x days prior

� All users that have been given y responsibilities in x 
days prior

Results are displayed in a simple table that can be arranged 
and sorted. The table can also be exported to Excel for fur-
ther investigation.

In addition to the query capabilities, Responsibility 
Management enables the system administrator to make 
changes to the user account, such as:

� End-date a responsibility

� User account expiration update for a particular 
 responsibility

� Bulk assignment of responsibilities (by organization, 
job, location, etc.)

� Bulk end-dating of responsibilities (by organization, 
job, location, etc.)

Overall, Responsibility Management enables system 
administrators to enforce security policies by providing 
a simple, easy-to-use function to identify who has what 
responsibility. Each day that a person has access not identi-
fied with his or her position is unnecessary and insecure.

Password Reset. [Chapter 9: Password Reset is an indi-
vidual brand.]  Forgotten passwords are the single largest 
end-user issue. Every day, help desks are bombarded with 
calls from end-users who have forgotten their passwords. 
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The standard Oracle log-in link does not provide a solution 
for this problem; thus, end-users are forced to call the help 
desk to reset the password. E-motion software�s Password 
Reset function is the solution. 

Password Reset is modeled after the standard password 
reset functionality available on most Web sites. Even if 
the user is using Password Reset for the first time, all the 
components will seem familiar and the user will know 
where to go next without receiving complex instructions or 
training. Password Reset functions as a part of the Oracle 

Applications. There are not outside Web sites to access or 
other applications to open. The user simply clicks on a 
link from the login page, enters the required information, 
and the password is reset. The user can then login imme-
diately with the new password. Password Reset validates a 
user�s identity by going directly to the Oracle database and 
running queries against it. This tight integration ensures 
reliability.

Global Directory. [Chapter 9: Global Directory is an 
individual brand.]  Most companies utilize a separate sys-
tem for their corporate directory. This requires entering 
and maintaining all employee information in Oracle and 
then reentering that information into a separate system. 
Worse yet, they print the company directory from a sepa-
rate system. Not only is this extremely inefficient, but there 
is a greater chance for error. In today�s fast-changing world, 
employee information can change on a weekly basis. As a 
result, the �other� system is often neglected and its data are 
unreliable. Global Directory solves this issue by �going to 
source� and gathering data directly from the Oracle data-
base; thus Global Directory has up-to-the-minute validity. 
Global Directory allows users to query the database for a 
wide variety of information. The results can be custom-
ized to give your employees the depth of knowledge they 
require. 

Global Directory functions as a part of the Oracle 

Applications. There are no outside Web sites to access 
or other applications to open. Using the export function, 
users can transfer results into Excel, XML, or CSV, 
making it possible to utilize the information for such 
items as contact lists, distribution forms, and mailing 
labels.

Place/Distribution. E-motion software is now head-
quartered in Bedford, Massachusetts. However, home 
office location has little to do with the actual distribu-
tion of e-motion software�s products since the products 
are installed and implemented at the client company. 
E-motion software will perform its own marketing channel 
functions (e.g., transactional, logistical, and facilitating) 
and does not foresee the need for any intermediaries in 
this process. [Chapter 12: Channel members facilitate the 
exchange between buyer and seller. E-motion software is 
the only channel member engaged in getting its product 
to the customer. Thus, it uses a direct channel.] However, 
e-motion software is a strong supporter of  industry 

groups, such as the Oracle Applications User Group, and 
related industry events. Such support allows the com-
pany to become recognized as a vendor among Oracle 
Applications clients.

E-motion software does offer a partner program for 
companies that wish to resell or refer e-motion software 
products to Oracle ERP clients. The program is segmented 
into two separate categories. The Alliance Partner Referral 
Program is tailored for businesses that have customer 
relationships with companies in specific industries or with 
businesses or IT needs that e-motion software programs 
can uniquely address. An Alliance Partner will identify 
e-motion software customers and refer them to e-motion 
software for a revenue share of the revenue from the 
referred account. As part of the program, Alliance Partner 
members receive all the training and materials needed to 
promote e-motion software solutions to their client base. 
The Alliance Solution Provider Program is designed for 
qualified Oracle-focused consultancies with a strong track 
record for providing top-notch service to their clients. 
Partner program members are trained and certified by 
e-motion software. Once certified, implementation partners 
can then configure and implement e-motion software prod-
ucts with unparalleled service and support. [Chapter 12: 
This is a form of a strategic channel alliance for e-motion 
software.]

Promotion [Chapter 14: E-motion software strives for inte-
grated marketing communications.]

As a third party purveyor of products for Oracle, it is 
important for e-motion software to convey, clearly and 
succinctly, its �reason for being.� Company material 
will have the heading: �e-motion software: we keep the 
business of business moving.� [Chapter 15: This is the 
company�s unique selling proposition.] We will empha-
size the Oracle connection with the following statement 
on documents, as appropriate: �Oracle clients around 
the country are realizing true gains in productivity and 
efficiency by taking every day tasks and putting them in 
motion.�

E-motion software will adhere to mainstream thinking 
regarding the promotion of third-party products for ERP 
solutions. [Chapter 14: As a complex buying decision, 
personal selling and strong print are effective methods for 
reaching potential customers.]

� A cohesive, easy-to-maneuver, and user-friendly 
Web site (www.e-motionsoftware.com) [Chapter 15: 
Company Web sites can be used to introduce new 
products, promote existing products, obtain consumer 
feedback, post news releases, etc.]

� Recorded demos on the company Web site (requires 
users to register for a demo user account) [Chapter 
19: Registration is important for customer relationship 
management.]
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� Press releases as a member of the Certified Oracle 
Partner Network [Chapter 15: Public relations 
is an important element of the promotional mix. 
Press releases can place positive information in 
the news media to attract attention to e-motion 
software.]

� Demonstrations presented at trade shows and events 
[Chapter 16: Trade promotions push a product 
through the distribution channel and are popular 
among business marketers. Trade shows and events are 
an important aspect of sales promotions.]

� Word-of-mouth and reference sites [Chapter 16: 
Referrals are a good source for leads in the personal 
selling process.]

� The Internet via Google AdWords campaigns to drive 
potential clients to the company Web site [Chapter 
15: The Internet has changed the advertising indus-
try. Popular Internet sites sell advertising space to 
marketers, and search engine advertising is a popular 
approach.]

� Product datasheets that provide pertinent 
product data, features, and benefits of installation 
( available on the company Web site or via hard 
copy) [Chapter 16: Product information is critical 
in the sales process.]

Importantly, e-motion software is a company that 
relies heavily on direct selling to reach potential cus-
tomers. [Chapter 14: Producers of most business goods 
rely more heavily on personal selling than advertising. 
Informative personal selling is common for installations 
such as those offered by e-motion software.] This promo-
tional method requires a large amount of cold calling. 
[Chapter 16: Personal selling is important when product 
has high value and is technically complex. Relationship 
selling, or consultative selling, builds long-term relation-
ships with clients.] E-motion software purchases the 

names of potential customers from marketing services that 
collect such information from customers of Oracle ERP 
products. [Chapter 16: Generating leads is the first step in 
the selling process.]

Price. E-motion software prices its products to sufficiently 
cover the costs associated with development, sales, and 
support and to provide cash flow for future growth and 
development. [Chapter 17: As a new company, e-motion 
software is very concerned about covering its costs and 
having money left over for investment into the business. 
While not stated exactly, it appears that the company has 
a profit-oriented pricing objective.] The table above pro-
vides the company�s standard price list. These list prices 
can vary, however, as there is a trickle-down effect in the 
industry. Essentially, pricing starts with Oracle, trickles 
through the consulting firm, and then down to e-motion 
products. 

Prices are based on industry standards for classifica-
tion. [Chapter 18: Status quo pricing is when a com-
pany meets the competition or going rate pricing. It 
appears that e-motion software is using status quo logic 
in its price setting.]  For example, Password Reset, as 
an enterprise system product, has a total purchase price 
of $15,000, with a $2,700 software update and support 
fee. [Chapter 18: Two-part pricing is when the company 
charges two separate amounts for the product. In this 
instance, the buyer pays the $15,000 for the enterprise 
system product and then pays another $2,700 for the 
update and fee.]  Responsibility Management, iPraise, 
and Global Directory are priced on a per employee (user) 
basis with a minimum purchase per number of employ-
ees. For example, Global Directory is $2 per employee 
with a minimum purchase of 2,000 employees. Thus, the 
least amount a company could purchase this product for 
is $4,000. The 18 percent annual maintenance fee is the 
industry standard. [Chapter 18: This shows the two-part, 
status quo pricing.]

Product Pricing Sheet

License 
Price

Software Update 
& Support

Licensing 
Metric

Minimum

Application Infrastructure:

Password Reset $15,000 $2,700/year Enterprise N/A

Responsibility Management $6 18 percent/year User 2,000

User Application:

iPraise $10 18 percent/year User 2,000

Corporate Information:

Global Directory $2 18 percent/year User 2,000
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VI   IMPLEMENTATION, 
EVALUATION, AND 
CONTROL

Marketing Research
The company needs to keep abreast of two distinct seg-
ments in the marketplace: its client needs and Oracle�s 
direction. E-motion software needs to understand its clients 
and their ongoing needs. [Chapter 19: E-motion software 
captures customer data, storing and integrating it into a 
customer database.]  This includes meeting current needs 
and forecasting future needs as the Oracle Application 
Suite continues to evolve. E-motion software must also 
maintain up-to-date and accurate intelligence on both cur-
rent Oracle offerings and planned initiatives. [Chapter 8: 
Ongoing marketing research will help the company keep 
abreast of what is happening in the marketplace.] By doing 
this, it will be able to introduce products that comple-
ment new Oracle functions and will be less likely to offer 
products that compete for functions that are included at no 
charge in an Oracle license. Additionally, this will present 
opportunities to introduce products that complement new 
Oracle functionality.

Organizational Structure 
and Plan
As a start-up company, e-motion software currently 
has only one member on its staff, Scott Keohane. As 
e-motion software matures into a stable, profitable 
organization, the need for employees will grow. The 
first foreseeable employee need is in the area of sales. 
The plan is to hire a salesperson in early 2006 to allow 
Mr. Keohane can continue his consulting on a regular 
basis, while at the same time ensuring a steady supply 

of funds for continued development efforts. To obtain 
the  financial flexibility it needs to manage its cash flow 
successfully, the company has made contractors a signifi-
cant component of its  workforce. Contractors are used in 
the following areas: application development, database 
administration, and marketing. Current contractors have 
been associated with e-motion software almost since the 
company�s inception and are largely credited with its 
early successes.

To provide a management resource from which 
Keohane can receive regular advice and guidance, 
e-motion software has assembled a nonvoting, nonbind-
ing advisory council to assist in decision making, overall 
strategy, and execution. The advisory council is composed 
of four outside members who have made a commitment 
to provide their expertise and experience, free of charge, to 
e-motion software. Advisory members interact quarterly via 
teleconference. 

Financial Projections
[Chapter 2: Evaluation and control are important mecha-
nisms for monitoring the effectiveness of the marketing 
plan. Financial objectives are a common measure of suc-
cess/failure.]

The financial objective is to be financially solvent 
within the first two years of operation.

Objective Metric: Sales of $250,000 by the end of 2005
 Sales of $2 million by the end of 2007
 Gross margin higher than 80 percent
 Positive cash flow yearly

[Chapter 2: Stated objectives must be measurable and time 
specific.]

The five-year financial projection plan 
(in U.S. dollars) for e-motion software can be 
reviewed in the table above.

2006 2007 2008 2009 2010

Revenues:

iPraise $50,000 $100,000 $600,000 $2,250,000 $5,500,000

Responsibility Mgt $60,000 $80,000 $160,000 $420,000 $700,000

Password Reset $225,000 $180,000 $180,000 $150,000 $75,000

Global Directory $45,000 $75,000 $180,000 $300,000 465,000

Cost of Goods Sold 0 0 0 0 0

General & Administrative $350,000 $765,000 $1,600,000 $2,165,000 $2,600,000

Five Years Financial Projection Plan
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Implementation Timetable
[Chapter 2: Implementation is the process that turns a mar-
keting plan into action assignments and ensures that these 
assignments are executed appropriately.]

2005

� The company plans to have three major Oracle clients 
by the end of 2005.

2006

� The company plans to have secured at least one cli-
ent in each region of the United States by the end 
of 2006. This would mean at least one customer in 
the Northeast, the Mid-Atlantic, the Southeast, the 
Midwest, the Northwest, and the West Coast.

� Keohane plans to hire one full-time salesperson. 

VII SUMMARY
E-motion software continually monitors activities with 
current and potential clients. As a consultant in the 

industry, Keohane is always on the lookout for potential 
clients. He has set quarterly and yearly sales targets, 
and actual sales will be compared to these quarterly 
plans. Additionally, Keohane will continue in his 
efforts to enlist at least one client in each of the major 
geographic regions of the United States. However, it 
may take a  qualified salesperson to devote the time 
necessary to acquire new  customers. Additionally, by 
not being restricted to Keohane�s current consultancies, 
a dedicated salesperson could more readily identify 
potential e-motion software clients by not being restrict-
ed to current consultancies that Keohane is involved 
with. Of major concern is that the current financial 
strategy of supporting the new business by personal 
funds from consulting may prove to be too onerous for 
Keohane. 

Ultimately, the goal is to �make it big.� The hope 
is that, over the next five years, the small products that 
e-motion software has developed will hopefully gener-
ate cash sufficient to build a larger module that one of 
the larger ERP companies (e.g., Oracle) will want to 
acquire.
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  Ethics 
   and Social 
  Responsibility

 L E A R N I N G  O U T C O M E S

Explain the determinants of a civil society

Explain the concept of ethical behavior

Describe ethical behavior in business

Discuss corporate social responsibility

Describe the arguments for and against social responsibility

Explain cause-related marketing
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John Mackey, CEO of the Whole Foods Market, went online using the screen name 
�rahodeb� (a scramble of Deborah, his wife�s name) and attacked competitor Wild Oats 
Markets on Yahoo! He said the smaller company was �mediocre with a terrible track 
record.� William Swanson, Chairman and CEO of Raytheon, wrote a book entitled 
Swanson�s Unwritten Rules of Management. It was later discovered the book con-
tained passages that exactly mirrored a 1944 book by an engineering professor. David 
Edmondson, former CEO of RadioShack, claimed to have degrees in theology and psy-
chology, but completed only two semesters of course work.1 And the list could go on.

The activities of these top managers were clearly wrong. Yet for several thousand 
years religious teaching and secular ethics have sought to encourage socially beneficial 
behavior. The literature of virtually every religious tradition, as well as Eastern and 
Western philosophy, are full of examples, rules, and guidance regarding what consti-
tutes right and wrong.

DETERMINANTS OF A CIVIL SOCIETY2

Have you ever stopped and thought about the social glue that binds society together? 
That is, what factors are in place that keep people and organizations from running 
amuck and doing harm, and what factors create order in a society like ours as opposed 
to chaos. The six modes of social control are listed below:

1.  Ethics: The first is ethical rules and guidelines along with customs and traditions 
that provide principles of right action.

2. Laws: Often rules and guidelines are codified into law. Laws created by govern-
ments are then enforced by governmental authority. Thus, the dictum, �Thou shall 
not steal,� is part of formal law throughout the land. Law, however, is not a perfect 
mechanism for ensuring good corporate and employee behavior. This is because 
laws often address the lowest common denominator of socially acceptable behavior. 
In other words, just because something is not illegal doesn�t mean that it is right. 

For example, an individual goes to 
Barnes and Noble every day and 
spends the afternoon reading books 
and magazines in the store. The 
store has big comfortable chairs and 
the clerks never bother him or ask 
him to leave. He even takes his own 
lunch if he plans to spend the day 
there. He does this at least 20 days 
per month. The bookstore allows this 
practice and it is not against the law. 
It is, however, not ethical. If everyone 
who bought books followed this indi-
vidual�s behavior, Barnes and Noble 
would soon be bankrupt!

3.    Formal and Informal Groups: 
Businesses, professional organi-
zations (such as the American 
Marketing Association), clubs 
(e.g., Shriners or Ducks 
Unlimited), and professional 
 associations (e.g., American 
Medical Association) all have 
codes of conduct. These codes 
prescribe acceptable and desired 
behaviors of their members.

Using the following scale, enter the numbers 
that reflect your opinions.

 1 2 3 4 5 6 7 8 9
Completely disagree Completely agree

__ The ethics and social responsibility of a firm 
are essential to its long-term profitability.

__ Business ethics and social responsibility 
are critical to the survival of a business 
enterprise.

__ The overall effectiveness of a business can 
be determined to a great extent by the 
degree to which it is ethical and socially 
responsible.

__ Good ethics is often good business.

__ Business has a social responsibility 
beyond making a profit.

__ Corporate planning and goal-setting 
 sessions should include discussions of 
 ethics and social responsibility.

__ Social responsibility and profitability can 
be compatible.

Now, total your score. Find out what it 
means after you read the chapter.

1

Copyright 2010 Cengage Learning, Inc. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.
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4.   Self regulation: Self regulation involves 
the voluntary acceptance of standards 
established by nongovernmental enti-
ties such as the American Association 
of Advertising Agencies (AAAA) or the 
American Manufacturers Association. 
The AAAA has a self-regulation arm 
that deals with deceptive advertising. 
Other associations have regulations 
relating to child labor, environmental 
issues,  conservation, and a host of 
other issues.

5.   The Media: In an open, democratic society, the 
media play a key role in informing the public about 
actions of individuals and organizations. These 
stories sometimes praise, such as the media cover-
age of Wal-Mart�s efforts to help people and reopen 
stores after Hurricane Katrina. Or, they shine the 
spotlight on unscrupulous behavior, such as those 
of Enron and Worldcom. Business firms dislike neg-
ative publicity, which can lead to lost sales, damage 
to corporate reputations, government actions, and 
legal liability. Conversely, favorable publicity stimu-
lates sales and builds the firm�s reputation.

An example of investigative reporting comes from Smart 
Money magazine. When millions of Americans have 
problems with a product or service, they often call the 

Better Business Bureau (BBB). Smart Money raises the question, �Is the BBB too 
cozy with the firms it monitors?� For example, a woman in Shreveport, Louisiana, 
had a problem with Cingular (now AT&T) over her cell phone. The BBB has an 
online complaint form, which is about ten pages long, that the Shreveport resident 
carefully filled out. What she didn�t know was that the BBB had been asking for 
extra information from unhappy cell phone customers, then giving or selling the 
data to some of the firms themselves.3 Cingular, in fact, paid the BBB $50,000 for 
its customer-driven intelligence. Rick Weirick, product development officer of the 
BBB�s national council, said that the fee was just to defray costs.4

6. An Active Civil Society: An informed and engaged society can help shape and mold 
individual and corporate behavior. The last state in the union to get a Wal-Mart 
store was Vermont. Citizen campaigns against the big-box retailer were decid-
ing factors in management�s decision to avoid the state. When pro football player 
Michael Vick was convicted of dog fighting, a grass roots campaign sprang up to 
boycott Nike. Vick had an endorsement contract with the shoe manufacturer.

All six factors above individually and in combination are critical to achieving a socially 
coherent, vibrant, civilized society. These six factors (the social glue) are more impor-
tant today than ever before due to the increasing complexity of the global economy and 
the melding of customs and traditions within societies.

THE CONCEPT OF ETHICAL BEHAVIOR
It has been said that ethics is something everyone likes to talk about but nobody knows 
exactly what it is. Others have noted that defining ethics is like trying to �nail Jell-O 
to the wall.� You begin to think that you�ve got it, but that�s when it starts slipping out 
between your fingers.

The �social glue�
that holds a society
together is comprised
of six factors: ethics,
laws, formal and
informal groups,
self regulation, the
media, and an active 
civil society.

R E V I E W   L E A R N I N G  O U T C O M E

Explain the determinants of a civilized 
society

1

2
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Ethics refers to the moral principles or values that  generally 
govern the conduct of an individual or a group. Ethics also can 
be viewed as the standard of behavior by which conduct is 
judged. As noted above, standards that are legal may not always 
be ethical, and vice versa. Laws are the values and standards 
enforceable by the courts. Ethics, then, consists of personal moral 
principles. For example, there is no legal statute that makes it a crime for 
someone to �cut in line.� If someone doesn�t want to wait in line and cuts 
to the front, it often makes others very angry. We sneer at drivers who sneak along 
the side of the road to get around a line of traffic as we sit and wait our turn.

If you have ever resented a line-cutter, then you understand ethics and have 
applied ethical standards in life. Waiting your turn in line is an expectation society 
has. �Waiting your turn� is not an ordinance, a statute, or even a federal regulation. 
�Waiting your turn� is an age-old principle developed because it was fair to proceed 
with first-in-time, first to be served. �Waiting your turn� exists because when there are 
large groups waiting for the same road, theater tickets, or fast food at noon in a busy 
downtown area, we found that lines ensured order and that waiting your turn was a just 
way of allocating the limited space and time allotted for the movie tickets, the traffic, or 
the food. �Waiting your turn� is an expected but unwritten behavior that plays a critical 
role in an orderly society.5

So it is with ethics. Ethics consists of those unwritten rules we have developed for 
our interactions with each other. These unwritten rules govern us when we are sharing 
resources or honoring contracts. �Waiting your turn� is a higher standard than the laws 
that are passed to maintain order. Those laws apply when physical force or threats are 
used to push to the front of the line. Assault, battery, and threats are forms of criminal 
conduct for which the offender can be prosecuted. But the law does not apply to the 
stealth line-cutter who simply sneaks to the front, perhaps using a friend and a conversa-
tion as a decoy for edging into the front. No laws are broken, but the notions of fairness 
and justice are offended by one individual putting himself above others and taking 
advantage of others� time and position.

When you say to yourself, �That�s unjust!� or �That�s unfair!� you have just 
defined ethics for yourself. Ethics is not just about standards of behavior; ethics 
is about honesty, justice, and fairness. This is true for both personal and business 
behavior.

Ethical questions range from practical, narrowly defined issues, such as a business 
person�s obligation to be honest with his customers, to broader social and philosophical 
questions, such as a company�s responsibility to preserve the environment and protect 
employee rights. Many ethical conflicts develop from conflicts between the differing 
interests of company owners and their workers, customers, and surrounding community. 
Managers must balance the ideal against the practical�the need to produce a reason-
able profit for the company�s shareholders with honesty in business practices, and larger 
environmental and social issues. 

Ethical Theories
People usually base their individual choice of ethical theory on their life experiences. 
The following are some of the ethical theories that apply to marketing.6

Deontology The deontological theory states that people should adhere to their obliga-
tions and duties when analyzing an ethical dilemma. This means that a person will 
follow his or her obligations to another individual or society because upholding one�s 
duty is what is considered ethically correct. For instance, a deontologist will always 
keep his promises to a friend and will follow the law. A person who follows this theory 
will produce very consistent decisions because they will be based on the individual�s 
set duties. Note that this theory is not necessarily concerned with the welfare of others. 
Say, for example, a salesperson has decided that it�s his ethical duty (and very practi-
cal!) to always be on time to meetings with clients. Today he is running late. How is he 
 supposed to drive? Is the deontologist supposed to speed, breaking the law to uphold his 
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ethics
The moral principles or values that 
generally govern the conduct of an 
individual.

deontological ethical theory 
A theory that states that people 
should adhere to their obligations 
and duties when analyzing an 
 ethical dilemma.

Ethics is something 
everyone likes to talk 

about but nobody knows 
exactly what it is.
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duty to society, or is the deontologist supposed to arrive at his meeting late, breaking his 
duty to be on time? This scenario of conflicting obligations does not lead us to a clear, 
ethically correct resolution, nor does it protect the welfare of others from the deontolo-
gist�s decision.

Utilitarianism The utilitarian ethical theory is founded on the ability to predict the con-
sequences of an action. To a utilitarian, the choice that yields the greatest benefit to the 
most people is the choice that is ethically correct. One benefit of this ethical theory is 
that the utilitarian can compare similar predicted solutions and use a point system to 
determine which choice is more beneficial for more people. This point system provides a 
logical and rational argument for each decision and allows a person to use it on a case-

by-case context.
There are two types of utilitarianism: act utilitarianism and rule utilitari-

anism. Act utilitarianism adheres exactly to the definition of utilitarianism as 
described in the above section. In act utilitarianism, a person performs the acts 
that benefit the most people, regardless of personal feelings or the societal con-
straints such as laws. Rule utilitarianism, however, takes into account the law 
and is concerned with fairness. A rule utilitarian seeks to benefit the most people 
but through the fairest and most just means available. Therefore, added benefits 
of rule utilitarianism are that it values justice and doing good at the same time.

As is true of all ethical theories, however, both act and rule utilitarian-
ism contain numerous flaws. Inherent in both are the flaws associated 
with predicting the future. Although people can use their life experiences 
to attempt to predict outcomes, no human being can be certain that his 
predictions will be true. This uncertainty can lead to unexpected results, 
making the utilitarian look unethical as time passes because his choice did 
not benefit the most people as he predicted.

Another assumption that a utilitarian must make is that he has the ability 
to compare the various types of consequences against each other on a similar 
scale. However, comparing material gains such as money against intangible 
gains such as happiness is impossible because their qualities differ so greatly.

Casuist The casuist ethical theory compares a current ethical dilemma 
with examples of similar ethical dilemmas and their outcomes. This allows 
one to determine the severity of the situation and to create the best pos-
sible solution according to others� experiences. Usually, one will find 
examples that represent the extremes of the situation so that a compromise 
can be reached that will hopefully include the wisdom gained from the 
previous situations.

One drawback to this ethical theory is that there may not be a set of 
similar examples for a given ethical dilemma. Perhaps 

that which is controversial and ethically questionable is 
new and unexpected. Along the same line of thinking, 
this theory assumes that the results of the current ethical 
dilemma will be similar to results in the examples. This 
may not be necessarily true and would greatly hinder 
the effectiveness of applying this ethical theory.

Moral Relativists7 Moral relativists believe in time-and-
place ethics, that is, ethical truths depend on the indi-
viduals and groups holding them. Arson is not always 
wrong in their book. If you live in a neighborhood in 
which drug dealers are operating a crystal meth lab or 
crack house, arson is ethically justified. If you are a par-

ent and your child is starving, stealing a loaf of bread 
is ethically  correct. The  proper resolution to ethi-

cal dilemmas is based upon weighing the 
competing  factors at the moment and then 

R E V I E W   L E A R N I N G  O U T C O M E

Explain the concept of ethical 
behavior

2

Ethical conflicts for business 
owners, managers, customers, 
workers, and the communities can 
sometimes be resolved through 
the reliance on ethical theories 
such as deontology, utilitarianism, 
casuist, moral relativism, 
and virtue ethics.

utilitarian ethical theory 
A theory that holds that the choice 
that yields the greatest benefit to 
the most people is the choice that 
is ethically correct.

casuist ethical theory 
A theory that compares a current 
ethical dilemma with examples of 
similar ethical dilemmas and their 
outcomes.

Aristotle and Plato taught that solving ethical 
dilemmas requires training, that individuals 
solve ethical dilemmas when they develop and 
nurture a set of virtues.
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making a determination to take the lesser of the evils as the resolution. Moral relativists 
do not believe in absolute rules. Their beliefs center on the pressure of the moment and 
whether the pressure justifies the action taken.

Virtue Ethics8 Aristotle and Plato taught that solving ethical dilemmas requires training, 
that individuals solve ethical dilemmas when they develop and nurture a set of virtues. 
A virtue is a character trait valued as being good. Aristotle taught the importance of cul-
tivating virtue in his students and then having them solve ethical dilemmas using those 
virtues once they had become an integral part of their being through their virtue training.

Some modern philosophers have embraced this notion of virtue and have developed 
lists of what constitutes a virtuous business person. Exhibit 3.1 reveals a list of virtuous 
standards.

E X H I B I T  3 . 1
Standards for Being Virtuous

Virtue Standard Definition Virtue Standard Definition

Ability being dependable and competent Humility giving proper credit

Acceptance making the best of a bad situation Humor bringing relief; making the world 
better

Amiability fostering agreeable social contexts Independence getting things done despite 
bureaucracy

Articulateness ability to make and defend one�s case Integrity being a model of trustworthiness

Attentiveness listening and understanding Justice treating others fairly

Autonomy having a personal identity Loyalty working for the well-being of an 
 organization

Caring worrying about the well-being of others 
despite power

Pride being admired by others

Charisma inspiring others Prudence minimizing company and personal 
losses

Compassion sympathetic Responsibility doing what it takes to do the right thing

Coolheadedness retaining control and reasonableness in 
heated situations

Saintliness approaching the ideal in behavior

Courage doing the right thing despite the cost Shame (capable of) regaining acceptance after wrong 
behavior

Determination seeing a task through to completion Spirit appreciating a larger picture in situations

Fairness giving others their due; creating harmony Toughness maintaining one�s position

Generosity sharing, enhancing others� well-being Trust dependable

Graciousness establishing a congenial environment Trustworthiness fulfilling one�s responsibilities

Gratitude giving proper credit Wittiness lightening the conversation when 
warranted

Heroism doing the right thing despite the conse-
quences

Zeal getting the job done right; enthusiasm

Honesty telling the truth; not lying

Source:  From Robert C. Solomon, A Better Way to Think About Business: How Personal Integrity Leads to Corporate Success 
(New York: Oxford  University Press, 2003) p. 18. Used by permission of Oxford University Press, Inc.

moral relativists 
Persons who believe that ethical 
truths depend on the individuals 
and groups holding them.

virtue 
A character trait valued as being 
good.
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ETHICAL BEHAVIOR IN BUSINESS
Depending upon which, if any, ethical theory a businessperson has accepted and uses 
in his/her daily conduct, the action taken may vary. For example, faced with bribing a 
foreign official to get a critically needed contract or shutting down a factory and  laying 
off a thousand workers, a person following a deontology strategy would not pay the 
bribe. Why? A deontologist always follows the law. However, a moral relativist will 
probably pay the bribe.

While the boundaries of what is legal and what is not are often fairly clear (e.g., 
don�t run a red light, don�t steal money from a bank, and don�t kill someone), the 
boundaries of ethical decision making are predicated on which ethical theory one is 
following. The law typically relies on juries to determine if an act is legal or illegal. 
Society determines whether an action is ethical or unethical. Sometimes society decides 
that a person acted unethically�recall the O.J. Simpson murder trial�but a jury 
may decide that no illegal act was committed. The jury in Simpson�s most recent trial 
for armed robbery and kidnapping found him guilty (and obviously unethical). In a 
business-related case, a jury recently found Richard Scrushy, charged with a $1.4 billion 
fraud at HealthSouth Corporation, innocent on all counts. On the other hand, Bernard 
Ebbers, former CEO of WorldCom, was found guilty of securities fraud and filing false 
documents and was sentenced to 25 years in prison.

Morals are the rules people develop as a result of cultural values and norms. 
Culture is a socializing force that dictates what is right and wrong. Moral standards may 
also reflect the laws and regulations that affect social and economic behavior. Thus, 
morals can be considered a foundation of ethical behavior.

Morals are usually characterized as good or bad. �Good� and �bad� have  different 
connotations, including �effective� and �ineffective.� A good salesperson makes or 
exceeds the assigned quota. If the salesperson sells a new stereo or television set to a 
disadvantaged consumer�knowing full well that the person can�t keep up the monthly 
payments�is the salesperson still a good one? What if the sale enables the salesperson 
to exceed his or her quota?

�Good� and �bad� can also refer to �conforming� and �deviant� behaviors. A doc-
tor who runs large ads offering discounts on open-heart surgery would be considered 
bad, or unprofessional, in the sense of not conforming to the norms of the medical 
profession. �Bad� and �good� are also used to express the distinction between criminal 
and law-abiding behavior. And finally, different religions define �good� and �bad� in 
 markedly different ways. A Muslim who eats pork would be considered bad, as would a 
fundamentalist Christian who drinks whiskey.

Morality and Business Ethics
Today�s business ethics actually consist of a subset of major 
life values learned since birth. The values businesspeople 
use to make decisions have been acquired through family, 
educational, and religious institutions.

Ethical values are situation specific and time oriented. 
Nevertheless, everyone must have an ethical base that applies 
to conduct in the business world and in personal life. One 
approach to developing a personal set of ethics is to examine 
the consequences of a particular act. Who is helped or hurt? 
How long lasting are the consequences? What actions pro-
duce the greatest good for the greatest number of people? A 
second approach stresses the importance of rules. Rules come 
in the form of customs, laws, professional standards, and 
common sense. Consider these examples of rules:

3
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morals
The rules people develop as a 
result of cultural values and norms.
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Always treat others as you would like to be treated. �
Copying copyrighted computer software is  �
against the law.
It is wrong to lie, bribe, or exploit. �

Another approach emphasizes the development of 
moral character within individuals. Ethical devel-
opment can be thought of as having three levels9:

Preconventional morality � , the most basic level, 
is childlike. It is calculating, self-centered, and 
even selfish, based on what will be  immediately 
punished or rewarded. Fortunately, most 
 businesspeople have progressed beyond the 
self-centered and manipulative actions of 
 preconventional morality.

Conventional morality �  moves from an egocen-
tric viewpoint toward the expectations of soci-
ety. Loyalty and obedience to the organization 
(or society) become  paramount. At the level 
of conventional morality, a marketing decision 
maker would be concerned only with whether 
the proposed action is legal and how it will be 
viewed by others. This type of morality could be 
likened to the adage �When in Rome, do as the 
Romans do.�

Postconventional morality �  represents the 
 morality of the mature adult. At this level, people are less concerned about 
how  others might see them and more concerned about how they see and judge 
 themselves over the long run. A marketing decision maker who has attained a 
 postconventional level of morality might ask, �Even though it is legal and will 
increase company profits, is it right in the long run? Might it do more harm than 
good in the end?�

Ethical Decision Making
How do businesspeople make ethical decisions? There is no cut-and-dried answer. 
Some of the ethical issues managers face are shown in Exhibit 3.2. Studies show that 
the following factors tend to influence ethical decision making and  judgments10:

Extent of ethical problems within the organization � : Marketing professionals who per-
ceive fewer ethical problems in their organizations tend to disapprove more strongly 
of �unethical� or questionable  practices than those who perceive more ethical prob-
lems. Apparently, the healthier the ethical environment, the more likely that mar-
keters will take a strong stand against questionable practices.

Top-management actions on ethics � : Top managers can influence the behavior of 
marketing professionals by encouraging ethical behavior and discouraging unethical 
behavior. Research found that 13 percent of large-company top executives thought 
that having strong ethical traits was the most important leadership trait of CEOs. 
That is down from 20 percent in 2003.11 The most important trait to the majority 
of respondents was the ability to inspire others (37 percent).12 Other research found 
three ethics-related actions by managers have the  greatest impact on employee 
 ethics. These are: setting a good example, keeping promises and commitments, 
and supporting others in  adhering to ethics standards.13

Potential magnitude of the consequences � : The greater the harm done to victims, the 
more likely that marketing professionals will recognize a problem as unethical.
Social consensus � : The greater the degree of agreement among managerial peers that an 
action is harmful, the more likely that marketers will recognize a  problem as unethical.

Entertainment and gift giving� 

False or misleading advertising� 

Misrepresentation of goods, services, or company capabilities� 

Lying to customers in order to get the sale� 

Manipulation of data (falsifying or misusing statistics or information)� 

Misleading product or service warranties� 

Unfair manipulation of customers� 

Exploitation of children or disadvantaged groups� 

Stereotypical portrayals of women, minority groups, or senior citizens� 

Invasion of customer privacy� 

Sexually oriented advertising appeals� 

Product or service deception� 

Unsafe products or services� 

Price deception� 

Price discrimination� 

Unfair or inaccurate statements about competitors� 

Smaller amounts of product in the same-size packages� 

E X H I B I T  3 . 2
Unethical Practices Marketing Managers May Have to Deal With
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Probability of a harmful outcome � : The greater the likelihood that an action will 
result in a harmful outcome, the more likely that marketers will recognize a 
 problem as unethical.
Length of time between the decision and the onset of consequences � : The shorter the 
length of time between the action and the onset of negative consequences, the more 
likely that marketers will perceive a problem as unethical.

Number of people to be affected � : The greater the number of persons affected by 
a negative outcome, the more likely that marketers will recognize a problem as 
unethical.

As you can see, many factors determine the nature of ethical decision 
making. An example is Taser International Inc., the world�s largest 
maker of stun guns. Management talks tough when the subject turns to 
people who�ve sued the company for injuries or deaths allegedly inflict-
ed by electric shock from its weapons. The word has gotten out: Taser 
doesn�t settle. Taser general counsel Doug Klint said, �Anyone who sues 
us is in for a fight.� Taser�s stun gun, sold mainly to police departments, 
fires two insulated conductive wires with barbs at the end as far as 35 
feet, delivering a 50,000-volt jolt that temporarily paralyzes the target. 
Taser�s refusal to settle personal-injury or wrongful-death claims has 
resulted in fewer lawsuits being filed, Klint said. While about 50 suits 
are still pending, Taser has seen a �significant decline� in the rate of 
new litigation. �There was a lot of controversy in 2005, a lot of concerns 
about the safety of the product, but I think after 52 consecutive wins 
in court, we�ve laid the concerns to rest,� Chief executive officer Rick 
Smith said in an interview. When asked whether the company considers 
settling, he said, �We like to litigate every one that we can.�14 Lawyers 
for alleged Taser victims say the company overstates its legal scoreboard 
to discourage lawsuits and boost its stock price. �They�re trying to deter 
other litigants while making themselves look good to investors,� said Las 
Vegas attorney E. Brent Bryson, who represents plaintiffs in two cases 

over Taser-related deaths.15 

Ethical Guidelines and Training
Many organizations have become more interested in ethical issues. One sign of this 
interest is the increase in the number of large companies that appoint ethics officers�
from virtually none a few years ago to almost 33 percent of large corporations now. 
More and more companies are providing ethics resources for their employees. Today 
over 70 percent of employees in the United States can seek advice on ethics questions 
via telephone, e-mail, Web, or in-person. (See www.ethics.org for more information.) In 
addition, many companies of various sizes have developed a code of ethics as a guide-
line to help marketing managers and other employees make better decisions. Some of 
the most highly praised codes of ethics are those of Intel, IBM, Starbucks, and Costco.

Creating ethics guidelines has several advantages:

The guidelines help employees identify what their firm recognizes as acceptable  �
business practices.
A code of ethics can be an effective internal control on behavior, which is more  �
desirable than external controls like government regulation.
A written code helps employees avoid confusion when determining whether their  �
decisions are ethical.
The process of formulating the code of ethics facilitates discussion among  �
 employees about what is right and wrong and ultimately leads to better decisions.

An example of a basic code of ethics is shown in Exhibit 3.3.

code of ethics
A guideline to help marketing 
 managers and other employees 
make better decisions.

In order to comply with new human rights 
policies, police in Northern Ireland will not be 
issued with controversial Taser stun guns in 
the immediate future.
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Businesses, however, must be careful not to make their code of ethics too vague or 
too detailed. Codes that are too vague give little or no guidance to employees in their 
day-to-day activities. Codes that are too detailed encourage employees to substitute 
rules for judgment. For instance, if employees are involved in questionable behavior, 
they may use the absence of a written rule as a reason to continue behaving that way, 
even though their conscience may be saying no. The checklist in Exhibit 3.4 is an 
example of a simple but helpful set of ethical guidelines. Following the checklist will 
not  guarantee the �rightness� of a decision, but it will improve the chances that the 
decision will be ethical. Although many companies have issued policies on ethical 
behavior, marketing managers must still put the policies into effect. They must address 
the classic �matter of degree� issue. For example, marketing researchers must often 
resort to deception to obtain unbiased answers to their research questions. Asking for 
a few minutes of a respondent�s time is dishonest if the researcher knows the interview 

Times may change, but our values have endured. Honesty. Integrity. Trust. Our values are the source of our strength. They remain the heart 
of who we are and what we do.

For more than 130 years � since John S. Pillsbury and Cadwallader C. Washburn first began building their competing businesses along 
the Mississippi River � we have held our company and ourselves to the  highest standards of ethical conduct and personal integrity.

We set very high expectations for ourselves � and for the integrity of our company. We will not compromise those standards.

We strive for the highest quality in our products, services, and relationships.� 

We set and maintain the highest standards for all aspects of our work.� 

We advance and grow our businesses honestly and ethically, taking no shortcuts that might compromise our high standards.� 

We comply with local laws in every nation where we operate. We recognize and respect the cultures, customs, and practices of our � 
consumers and customers in nations around the world.

We steer clear of conflicts of interest, and work to avoid even the perception of conflict.� 

We deliver on our promises.� 

We are ever mindful of the trust our consumers, customers, partners, and employees place in General Mills. We will never knowingly � 
or willfully undermine that trust.

E X H I B I T  3 . 3
General Mills Code of Ethics

Source:  General Mills

Does the decision benefit one person or group but hurt or not benefit other individuals or groups? In other words, is my decision fair to � 
all concerned?

Would individuals or groups, particularly customers, be upset if they knew about my decision?� 

Has important information been overlooked because my decision was made without input from other knowledgeable individuals or � 
groups?

Does my decision presume that my company is an exception to a common practice in this industry and that I therefore have the  � 
authority to break a rule?

Would my decision offend or upset qualified job applicants?� 

Will my decision create conflict between individuals or groups within the company?� 

Will I have to pull rank or use coercion to implement my decision?� 

Would I prefer to avoid the consequences of my decision?� 

Did I avoid truthfully answering any of the above questions by telling myself that the risks of getting caught are low or that I could get � 
away with the potentially unethical behavior?

E X H I B I T  3 . 4
Ethics Checklist
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will last 45  minutes. Not only must management post a code of ethics, but it must also 
give examples of what is ethical and unethical for each item in the code. Moreover, top 
management must stress to all employees the importance of adhering to the company�s 
code of ethics. Without a detailed code of ethics and top management�s support, creat-
ing ethical guidelines becomes an empty exercise.

Ethics Training Ethics training is a good way to help employees put good eth-
ics into practice. Because of the numerous corporate scandals in the past decade, 
such as Enron, Tyco, Worldcom, Hewlett-Packard, and Adelphia Communications 
Corporation, more and more companies are offering ethics training to their employees. 
Today, about 70 percent of all large employers (over 500 employees) provide ethics 
training.16 Simply giving employees a long list of �dos and don�ts� is a start, but doesn�t 
really help navigate the gray areas. What is needed then is a more contextual approach 
to ethics training.

Lockheed Martin is one firm that has moved to contextual ethics training. 
Recently, Manny Zulueta met with seven colleagues to watch a DVD. In one scene, 
a worker complained to his manager�s boss after the manager yelled at her workers. 
The manager apologized, but the worker soon felt that the manager was retaliating by 
giving him lousy assignments, nitpicking his work, and reprimanding him for arriving 
late. Mr. Zulueta, Lockheed Martin�s senior vice president of shared services, then 
led what he says was a �nuanced� discussion about the ethical issues involved in that 
scene. Zuelueta�s  colleagues rightly noted that they needed more information�they 
needed to put the scene in context�to discern whether the manager�s actions were 
retaliatory.17 Understanding the context of an ethical problem helps employees navigate 
the gray areas.

Do ethics training programs work? While there are exceptions depending on 
the quality of the program, the general answer is yes.18 In addition to Lockheed 
Martin, another company that does a good job with ethics training is the accounting 
and  consulting firm Ernst & Young (E&Y). Michael Hamilton, chief learning and 
 development officer for the Americas, said undeniable ethics is the foundation of why 
people hire the firm. To help provide employees with an ethical foundation, E&Y 
implemented a formal ethics curriculum, including a mandatory two-hour Web-based 
course titled, �Living Our Core Values.� The first 45 minutes of the course set forth the 
ethical foundation and values for the firm. The remaining bulk of the learning is experi-
ential, applying E&Y standards or the firm�s collective wisdom regarding those values to 
real-life situations.

�We put employees in situations and ask them to take the firm�s values and ethics to 
solve problems at the firm itself,� Hamilton said. �It�s the only way you can give them 
that experience. You can talk at them all day, but when it comes to making tough calls 
and essentially interpreting between the lines, you have to let people have an emo-
tional connection that says, �This is what I feel, in my heart, is right, based on the firm�s 
values.� You can�t expect people to exercise the right answers unless you give them a 
chance to apply them to real-life situations.�19

The Most Ethical Companies Each year, Ethisphere magazine (targeted toward top 
management and focused on ethical leadership) examines over 5,000 companies in 30 
separate industries seeking the world�s most ethical companies. It then lists the top 100. 
The magazine uses a rigorous format to identify true ethical leadership. A few of the 
selected winners are shown in Exhibit 3.5.

Forcing Ethical Standards on Others A company such as Wal-Mart has a huge amount 
of power over its suppliers. As the world�s largest seller of toys, Wal-Mart ordered its 
suppliers to meet a new set of children�s-product safety requirements by the fall of 2008 
that goes far beyond existing government regulations. The standards include strict limits 
for lead and a broad array of other heavy metals and chemicals that have been linked to 
various medical and  developmental problems in children.
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ALCOA

Perry Minis, Director of Global Ethics & Compliance

Perry Minis is the Director of Global Ethics & Compliance for Alcoa, a metals and mining company with over 120,000 employees in 
44 countries. Minnis, who started with Alcoa in finance 39 years ago, runs the Global Ethics & Compliance department to track metrics 
and determine if the company has a positive impact on the community. According to Minnis, �Our management has a very strong focus 
on safety. Alcoa is considered to be one of the safest corporations in the world.� The company�s Ethics and Compliance Council, which 
includes the CEO, vice presidents, and department directors, was formed in order to notify all executives of the latest in operations. The 
Council presents findings to the Board on a quarterly basis.

Minnis notes that Alcoa�s Code of Conduct has been condensed to apply to specific roles and translated into different languages in order 
to make it an effective tool for all employees. The Code is also provided to suppliers, so they understand Alcoa�s expectations and poli-
cies. �If a vendor�s values or policies differ drastically from Alcoa, chances are they won�t be doing business with us,� emphasizes Minnis. 
He continues, �The most important thing is our values. We have a set of values and policies that is consistent across the company, and we 
train all employees to adhere to and uphold those values.�

EATON

Sandy Cutler, CEO

Sandy Cutler, CEO of Eaton Corporation, spoke in great detail about the basic beliefs that make Eaton a value-based company. These 
core values have allowed Eaton to maintain a strong foundation and sense of stability during recent internal changes and mergers. Rather 
than approaching ethics as a compliance issue, Cutler believes, �It�s about doing business right through internal philosophies and customer 
commitments. We�ll lose business before we will compromise our values.�

Eaton employs 61,000 people in 125 countries, and almost all of their products are targeted at helping people and companies to 
 effectively use energy. For example, Eaton developed a technology with the EPA for UPS that allowed the shipping company to save 
70 percent in fuel economy. Additionally, Eaton developed a hybrid electric bus technology for possible use during the Beijing Olympics.

Eaton places high value on contributions in the workplace and community, believing they are key components for doing business right. 
�People will work where the company and the community involvement values reflect their own,� insists Cutler. Every employee at Eaton has 
the opportunity to raise questions if they believe their personal morals are at risk. If a company is committed to doing business ethically, 
�you can cut the top off and the bottom would keep working,� maintains Cutler.

JOHN DEERE

James R. Jenkins, Senior Vice President and General Counsel

In business for 170 years, John Deere prides itself on enabling �human flourishing.� With core values of integrity, quality, innovation, and 
commitment, the company provides advanced products and services for agriculture, forestry, construction, and landscaping, as well as 
manufacturing engines for use in heavy equipment. James R. Jenkins, Senior VP and General Counsel for Deere & Company, said, �John 
Deere fully recognizes the need to conduct business with integrity. Our broad approach to citizenship, coupled with market leadership, 
helps us improve the world while growing a business.�

Deere believes in creating and distributing service in ways that respect the earth�s limited resources while providing commitment to helping 
find policy solutions that benefit the environment. �We believe that effective policy to address global climate change must include devel-
opment and support of renewable energy sources including agricultural, forestry, wind, and bio-technologies, as well as processing and 
distribution improvements,� says Jenkins.

With a passionate commitment to doing what is right and operating ethically, John Deere makes their conduct guidelines transparent to 
employees, customers, and suppliers. Acting out of principled, long-term self-interest, Deere contributes to the greater good by supporting 
the quality of life in their communities, protecting the environment, and preserving precious resources. According to Jenkins, �We believe 
that exceptional performance will not be sustainable if it is at the expense of our values.�

E X H I B I T  3 . 5
Selected Winners of the World�s Most Ethical Companies Award

Source:  Ethisphere.com (August 28, 2007).

The initiative also encourages suppliers to mark children�s products with �trace-
ability information,� including the factory in which the goods were made. About 80 
percent of the toys sold in the United States, including those marketed by U.S.-based 
toy  makers, are manufactured in China. 

Wal-Mart�s action, and similar moves by rivals such as Target Corp. and Toys �R� 
Us Inc., follow the discovery of high lead levels in children�s products, the recall of 
about 25 million toys in 2007, and toy-related deaths. The new Wal-Mart standards are 
estimated to increase toy manufacturing costs by 5 to 7 percent.20

Wal-Mart also has implemented strict new quality, environmental, and safety 
standards for its Chinese suppliers. It also began requiring specific levels of energy 
efficiency for its Chinese suppliers in 2009. Wal-Mart feels that the new standards will 

83



help because in some factories up to 20 percent of the goods produced were rejected as 
not up to quality standards. This resulted in a lot of waste. Wal-Mart hopes to eliminate 
 customer returns due to defective merchandise by 2012.21

The ultimate question many ask is, �Does being ethical pay?� We explore this issue 
in the �Customer Experience� box below.

Cultural Differences in Ethics
Studies suggest that ethical beliefs vary only little from culture to culture. Certain prac-
tices, however, such as the use of illegal payments and bribes, are far more acceptable 
in some places than in others. Some countries have a dual standard concerning illegal 
payments. For example, German businesspeople typically treat bribes as tax-deductible 
business expenses. In Russia, bribes and connections in the government are essential for 
doing business. For instance, bribing a public official is the fastest method for accom-
plishing bureaucratic tasks such as registering a business. What we call bribery is a natu-
ral way of doing business in some other cultures. Do these widespread practices suggest 
that global marketers should adopt a �When in Rome, do as the Romans do� mentality?

Yet another example of cultural differences is the Japanese reluctance to enforce 
their antitrust laws. Everyday business practices, from retail pricing to business structur-
ing, ignore antitrust regulations against restraint of trade, monopolies, and price dis-
crimination. Not surprisingly, the Japanese are tolerant of scandals involving antitrust 
violations, favoritism, price fixing, bribery, and other activities considered unethical in 
the United States.

Concern about U.S. corporations� use of illegal payments and bribes in international 
business dealings led to passage of the Foreign Corrupt Practices Act. This act prohibits 
U.S. corporations from making illegal payments to public officials of foreign govern-
ments to obtain business rights or to enhance their business dealings in those countries. 
The act has been criticized for putting U.S. businesses at a competitive disadvantage. 
Many contend that bribery is an unpleasant but necessary part of international business.

Foreign Corrupt Practices Act 
A law that prohibits U.S. 
 corporations from making illegal 
payments to public officials of 
 foreign governments to obtain 
 business rights or to enhance their 
business dealings in those countries.

In a perfect world, consumers would pay more for 
good companies� products than unethical companies� 
products if the product were relatively homogenous. 
But does this really happen? To find out, researchers 
conducted a series of experiments. They showed con-
sumers the same products�coffee and T-shirts�but told 
one group the items had been made using high ethical 
standards and another group that low standards had 
been used. A control group got no information. In all 
of the tests, consumers were willing to pay a slight pre-
mium for the ethically made goods. But they went much 
further in the other direction: They would buy unethi-
cally made products only at a steep discount. What�s 
more, consumer attitudes played a big part in shaping 
those results. People with high standards for corporate 

behavior rewarded the  ethical companies with bigger 
premiums and punished the unethical ones with bigger 
discounts.22

Other research has found that there is a positive 
relationship between a firm�s ethical ideals and practices 
and profitability. High ethical standards tended to inspire 
and motivate employees. It also gave them a feeling of 
well-being. Strong corporate ethics tend to build a high 
level of internal trust that enables the firm to retain good 
employees. This, in turn, can lower costs and lead to 
higher profits.23

Do you think that high ethical standards pay off for 
businesses? Why or why not? Are you willing to pay 
more for essentially the same product if it is sold by a 
company with high ethical standards? Why or why not?

Will Consumers Pay More for an Ethical 
Company�s Products?
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Ethical Dilemmas Related to 
Developing Countries
For companies, the benefits of seeking interna-
tional growth are several. A company that can-
not grow further in its domestic market may 
reap increased sales and economies of scale 
not only by exporting its product but also by 
producing it abroad. A company may also wish 
to diversify its political and economic risk by 
spreading its operations across several nations.

Expanding into developing countries offers 
multinational companies the benefits of low-
cost labor and natural resources. But many 
multinational firms have been criticized for 
exploiting developing countries. Although the 
firms� business practices may be legal, many 
business ethicists argue that they are unethical. 
The problem is compounded by the intense 
competition among developing countries for 
industrial development. Ethical standards are 
often overlooked by governments hungry for jobs or tax revenues.

Take the tobacco industry, for instance. With tobacco sales decreasing and regula-
tions stiffening in the United States and Western Europe, tobacco companies have 
come to believe that their future lies elsewhere: in China, Asia, Africa, Eastern Europe, 
and Russia. Despite the known health risks of their product, the large tobacco com-
panies are pushing their way into markets that typically have few marketing or health-
labeling controls. In Hungary, Marlboro cigarettes are sometimes handed out to young 
fans at pop concerts. In the last 10 years, cigarette advertising on Japanese television has 
soared from 40th to 2nd place in air time and value; it appears even during children�s 
shows.

Interestingly, at a time when smoking is being discouraged in the United States, U.S. 
trade representatives are talking to developing countries like China and Thailand about 

lowering their tariffs 
on foreign cigarettes. 
Japan, Taiwan, and 
South Korea have 
already given in to 
the threats. Entering 
these develop-
ing countries, the 
tobacco companies 
and trade represen-
tatives insist, will 
help U.S. tobacco 
manufacturers make 
up for losses in 
their home market. 
Worldwide, tobacco 
causes nearly 5 mil-
lion deaths per year. 
It is expected to rise 
to 10 million by 
2020.24 Is it ethical 
for tobacco execu-
tives to promote and 
export this product?

R E V I E W   L E A R N I N G  O U T C O M E

Describe the role of ethics and ethical 
decisions in business

3

MORALITY

 Preconventional Conventional Postconventional
 What�s in it for me? Everyone else is  Is this good in the
     doing it!    long run?
 Will I get caught? When in Rome. . .

ETHICAL CLIMATE

TOP-MANAGEMENT�S ETHICS

MAGNITUDE OF CONSEQUENCES

SOCIAL CONSENSUS

PROBABILITY OF HARM

LENGTH OF TIME BETWEEN DECISION AND IMPACT

NUMBER OF PEOPLE AFFECTED

ETHICAL TRAINING

In the face of the rising number of smokers in their country, the Malaysian 
government has banned the advertising of tobacco products. However, 
many firms in the tobacco industry skirt the law by sponsoring sports and 
 entertainment events, such as this motorsport event, or by advertising their 
brands without referring to cigarettes.
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Environmental issues are another example. As U.S. environmental laws and  regulations 
gain strength, many companies are moving their operations to developing countries, where it 
is often less expensive to operate. These countries generally enforce minimal or no clean-air 
and waste-disposal regulations. For example, an increasing number of U.S. companies have 
located manufacturing plants called maquiladoras in Mexico, along the U.S.-Mexican bor-
der. Many blame the maquiladoras for �not putting back into the border area what they have 
been taking out,� referring to the region�s inadequate sewers and water-treatment plants.

Because Mexico has been eager to attract foreign employers, maquiladoras pay 
little in taxes, which would normally go toward improving the country�s infrastructure. 
Cuidad JuÆrez, a populous and polluted maquiladora city bordering El Paso, Texas, 
generates millions of gallons of sewage a day and has no sewage system at all.

CORPORATE SOCIAL RESPONSIBILITY
Corporate social responsibility is a business�s concern for society�s welfare. This con-
cern is demonstrated by managers who consider both the long-range best interests of 
the company and the company�s relationship to the society within which it operates. 
The newest theory in social responsibility is called sustainability. This refers to the idea 

4

E X H I B I T  3 . 6
Stakeholders in a Typical Corporation

� grants the firm
 the right to build 
 facilities

MANAGEMENT

CUSTOMERSEMPLOYEES

LOCAL
COMMUNITY

OWNERS/STOCK
HOLDERS

SUPPLIERS

� job and income at stake
� must safeguard the welfare of 
 the organization
� must balance the multiple
 claims of conflicting
 stakeholders   

� generate revenue
 for the organization 

� expect quality 
 goods and services
 delivered in timely
 manner

� customer satisfaction
 leads to higher
 revenues and other 
  satisfied stakeholders

� materials determine the
 quality of the product and
 help determine the retail
 price
� depend on firm�s success
 for survival 

� have a financial
 stake in the
 company in the
 form of stock         

� jobs and incomes
   at stake

� benefits from
 taxes paid by
 corporations
 and workers

� Expects good
 citizenship  

� expect a
 reasonable return
 based upon inherent
 risk of their investment

� expect wages,
   benefits, and
   meaningful work

� expect the company
   to carry them
 through difficult
 times      

corporate social responsibility
Business�s concern for society�s 
welfare.

sustainability
The idea that socially responsible 
companies will outperform their 
peers by focusing on the world�s 
social problems and viewing them 
as opportunities to build profits and 
help the world at the same time.
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that socially responsible companies will outperform their 
peers by focusing on the world�s social problems and 
viewing them as opportunities to build profits and help 
the world at the same time. It is also the notion that 
companies cannot thrive for long (i.e., lack sustainabili-
ty) in a world where billions of people are suffering and 
are desperately poor. Thus, it is in business�s interest to 
find ways to attack society�s ills. Only business organiza-
tions have the talent, creativity, and executive ability to 
do the job.

Stakeholders and Social Responsibility
A second approach to social responsibility is known as 
the stakeholder theory. This says that social responsibil-
ity is paying attention to the interest of every affected 
stakeholder in every aspect of a firm�s operation.25 The 
stakeholders in a typical corporation are shown in 
Exhibit 3.6.

Employees �  have their jobs and incomes at stake. If 
the firm moves or closes,  employees often face a 
severe hardship. In return for their labor, employees 
expect wages, benefits, and meaningful work. In 
return for their loyalty, workers expect the company 
to carry them through difficult times.

Management �  plays a special role, as they also have 
a stake in the corporation. Part of their stake is like 
that of the employees. On the other hand, manage-
ment must safeguard the welfare of the organiza-
tion. Sometimes this means balancing the multiple 
claims of conflicting stakeholders. For example, 
stockholders want higher return and perhaps lower 
costs by moving factories overseas. This naturally 
conflicts with employees, the local community, and 
perhaps suppliers.

Customers �  generate the revenue for the organi-
zation. In exchange, they expect high-quality 
goods and services delivered in a timely manner. 
Customer satisfaction leads to higher revenues and the ability to enhance the satis-
faction of other stakeholders.

The local community � , through its government, grants the firm the right to build 
facilities. In turn, it benefits directly from local taxes paid by the corporation and 
indirectly by property and sales taxes paid by the workers. The firm is expected to be 
a good citizen by paying a fair wage, not polluting the environment, and so forth.

Suppliers �  are vital to the success of the firm. If a critical part, for example, is not 
available for an assembly line, then production grinds to a halt. The materials sup-
plied determine the quality of the product produced and create a cost floor, which 
helps determine the retail price. In turn, the firm is the customer of the supplier 
and is therefore vital to the success and survival of the supplier. Small firms who 
sold most of their production to Wal-Mart and were subsequently dropped by Wal-
Mart have sometimes gone bankrupt.

Owners �  have a financial stake in the form of stock in a corporation. They expect 
a reasonable return based upon the amount of inherent risk on their investment. 
Often managers and employees have a portion of their retirement funds in company 
stock. In the case of Enron�s bankruptcy, many workers lost their entire retirement 
savings.

Philanthropic responsibilities
Be a good corporate citizen.
Contribute resources to the
community; improve the
quality of life.

Legal responsibilities
Obey the law.
Law is society�s codification
of right and wrong. Play by
the rules of the game.

Economic responsibilities
Be profitable.
Profit is the foundation
on which all other
responsibilities rest.

Ethical responsibilities
Be ethical.
Do what is right, just, and
fair. Avoid harm.

R E V I E W   L E A R N I N G  O U T C O M E

Discuss corporate social 
responsibility

4

stakeholder theory
A theory that holds that social 
responsibility is paying attention 
to the interest of every affected 
 stakeholder in every aspect of a 
firm�s operation.
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One theorist suggests that total corporate social responsibility has four components: 
 economic, legal, ethical, and philanthropic. The pyramid of corporate social 
 responsibility portrays economic performance as the foundation for the other three 
responsibilities. At the same time that it pursues profits (economic responsibility), how-
ever, a business is expected to obey the law (legal responsibility); to do what is right, 
just, and fair (ethical responsibilities); and to be a good corporate citizen (philanthropic 
responsibility). These four components are distinct but together constitute the whole. 
Still, if the company doesn�t make a profit, then the other three responsibilities are moot.

ARGUMENTS AGAINST AND FOR CORPORATE 
SOCIAL RESPONSIBILITY
Today very few managers are against social responsibility initiatives. The debate, instead, 
is the degree and kinds of social responsibility that an organization should pursue.

Arguments Against CSR
Skeptics say business should focus on making a profit and leave social and environmental 
problems to nonprofit organizations (like the World Wildlife Federation or the Sierra 
Club) and government. The late economist Milton Friedman believed that the free 
 market, not companies, should decide what is best for the world. He asked, �If business-
people do have a social responsibility other than making maximum profits for stockholders, 
how are they to know what it is?�26 Friedman argued that when business executives spend 
more money than they need to�to purchase delivery vehicles with hybrid engines or to 
pay higher wages in developing countries, or even to donate company funds to charity�
they are spending shareholders� money to further their own agendas. It is better to pay 
dividends and let the shareholders give the money away, if they choose.

Another argument is that businesses are created to produce goods and services, and 
not to handle welfare activities. They don�t have the expertise to make social decisions. 
And if managers take time and monies to pursue social responsibilities, it will take away 
from the primary goals of the firm. 

A final argument is that being socially responsible might damage the company in the 
global marketplace. That is, cleaning up the environment, ensuring product safety, and 
donating money and time for social causes all raise costs. This will be reflected in the 
final prices of the goods and services a company sells. In countries that don�t emphasize 
social responsibility, a company will have lower costs because it doesn�t engage in activi-
ties related to social responsibility. If the American company competes with the foreign 
competitor in the global marketplace, it will be at an economic disadvantage.

Arguments For Social Responsibility
The most basic argument for social responsibility is that it is simply the right thing to do. 
Some societal problems have been brought about by corporations such as pollution and 
poverty-level wages; it is the responsibility of business to right these wrongs. Another posi-
tion is that business has the resources, so business should be given the chance to solve 
social problems. For example, business can provide a fair work environment, safe prod-
ucts, and informative advertising.

Another, more pragmatic, reason for being socially responsible is that, if business 
isn�t responsible, then government will create new regulations and perhaps levy fines 
against corporations. For example, Valero Energy was recently fined $4.25 million 
for pollution at three of its refineries and was required to spend an additional $232 
million on new pollution controls.27 To the extent that business polices itself with 
 self- disciplined standards and guidelines, government intervention can be avoided.

5

pyramid of corporate social 
responsibility
A model that suggests corporate 
social responsibility is composed 
of economic, legal, ethical, 
and  philanthropic responsibili-
ties and that the firm�s economic 
 performance supports the entire 
structure.
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A final argument for social responsibility is that it can be a profitable undertaking. 
Smart companies, they say, can prosper and build shareholder value by tackling global 
problems. For General Electric, selling more wind power and energy-efficient locomo-
tives is a no-brainer. When it comes to philanthropy, or supply chain audits designed to 
keep GE from being linked to sweatshops, or decisions about granting domestic-partner 
benefits, the business case usually comes down to GE�s reputation and its desire to attract 
and engage great people. Some years back, for example, GE decided not to sell low-end 
ultrasound machines in China (and to put warning labels on the high-end machines it 
did sell) because it did not want the machines to be used for gender screening that could 
lead to abortions. The potential harm to GE�s image was too great to take the risk.

But applying that kind of cost-benefit analysis to decisions with moral dimensions 
is a tricky business. Although GE operates in more than 100 countries, it has decided 
not to do business in Myanmar because the government there is a notorious violator of 
human rights and has been spotlighted by human-rights groups�and because the busi-
ness upside is limited. GE has judged that it has more to lose than gain by being there.

Wal-Mart has experienced its share of criticism for not paying a living wage, 
 putting small independent firms out of business, and using too much energy. However, 
 Wal-Mart has aggressively become pro-active toward the environment and hopes to 
make money by �being green.� Lee Scott, Wal-Mart�s CEO, vows to use 100 percent 
renewable energy, drastically reduce waste through recy-
cling, and sell �sustainable� products that are more environ-
mentally friendly. Cutting energy use is saving money, and 
consumers appreciate Wal-Mart�s forays into organic cotton 
products and coffee certified to have earned farm workers a 
decent wage.

Switching stores to more efficient light bulbs and adding 
skylights for natural light has trimmed Wal-Mart�s electric-
ity bill by 17 percent since 2002. Using less packaging on 
house-brand toys will save $2.4 million annually in shipping 
costs. Even Wal-Mart�s push to slash America�s electricity 
use�and thus greenhouse gas emissions�by selling 100 
million compact fluorescent bulbs a year has a bottom-line 
benefit. Customers will save $3 billion and the expectation 
is that these savings will come back in terms of purchases at 
Wal-Mart.28

Some other companies that profit from being socially responsible are shown in 
Exhibit 3.7. One recent study found that, for large companies, a one percent increase in 
the firm�s social responsibility ratings led to a $17 million increase in profits.29

Growth of Social Responsibility
Social responsibility of businesses is growing around the world. A recent study of social 
responsibility, in selected countries, asked the following: �Does your company consider 
social responsibility factors when making business decisions?� The percentage of firms 
that said �yes� were: Brazil, 62 percent; Canada, 54 percent; Australia, 52 percent; 
America, 47 percent; India, 38 percent; China, 35 percent; Mexico, 26 percent.30

Another survey pointed out that 47 percent of American firms was simply not ade-
quate. Seventy-five percent felt that United States companies needed to do more in the 
area of social responsibility.31

The UN Global Compact One way that U.S. firms can do more is join the UN�s Global 
Compact. The United Nations Global Compact, the world�s largest global corporate cit-
izenship initiative, has seen its ranks swell over the past few years. In 2001�the first full 
year after its launch�just 67 companies joined, agreeing to abide by ten principles cov-
ering, among other things, human rights, labor practices, and the environment. The ten 
principles are shown in Exhibit 3.8. In 2008, there were more than 5,600  participants in 
120 countries around the world.32
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Firms are realizing that corporate social responsibility isn�t easy or quick. It doesn�t 
work without long-term strategy and effort, and coordination throughout the enterprise. 
It doesn�t always come cheap, either. And the payoff, both to society and the busi-
ness itself, isn�t always immediate. Businesses say they want to be responsible citizens, 
but that�s often not their only reason for taking action. In a recent survey, the United 
Nations Global Compact asked members why they had joined. �Networking opportu-
nities� was the second-most-popular reason; �Addressing humanitarian concerns� was 
third. The first was to �Increase trust in company.�33

Proactive Social Responsibility Two companies that are frequently lauded for their social 
responsibility are food giant H. J. Heinz and Chiquita, the banana grower. Heinz has been 
a leader in social responsibility from its inception. For Chiquita, its awakening came later.

H. J. Heinz34

Founded in 1869, H. J. Heinz Co. was socially responsible long before corporate social 
responsibility became a banner corporations were advised to adopt. In fact, founder 
Henry Heinz was one of the first advocates of pure food and corporate transparency. 
�Our history is captured by the pure food products label,� says Ted Smyth, SVP and 
chief administrative officer for Heinz. �Realizing horseradish was being sold with 
 ingredients like sawdust to fill it out, Henry Heinz used a clear bottle so the consumer 
could see it wasn�t adulterated. It was a great success and brilliant marketing.�

Automobiles
Toyota: The maker of the top-selling Prius hybrid leads in developing efficient gas-electric vehicles.
Renault: Integrates sustainability throughout organization; has fuel-efficient cars and factories.
Volkswagen: A market leader in small cars and clean diesel technologies.

Computers & Peripherals
Hewlett-Packard: Despite board turmoil, the company rates high on ecological standards and digital technology for the poor.
Toshiba: At the forefront of developing eco-efficient products, such as fuel cells for notebook PC batteries.
Dell: Among the first U.S. PC makers to take hardware back from consumers and recycle it for free.

Retail

Marks & Spencer: Buys local product to cut transit costs and fuel use; good wages and benefits help retain staff.

Home Retail Group: High overall corporate responsibility standards have led to strong consumer and staff loyalty.

Aeon: Environmental accounting has saved $5.6 million; good employee policies in China and SE Asia.

Household Durables

Philips Electronics: Top innovator of energy-saving appliances, lighting, and medical gear and goods for the developing world.

Sony: Is ahead on green issues and ensuring quality, safety, and labor standards of global suppliers.

Matsushita Electric: State-of-the-art green products; eliminated 96 percent of the most toxic substances in its global operations.

Pharmaceuticals

Roche: Committed to improving access to medicine in poor nations; invests in drug research for Third World.

Novo Nordisk: Spearheads efforts in diseases like leprosy and bird flu and is a leading player in lower-cost generics.

Glaxo-SmithKline: One of few pharmas to devote R&D to malaria and TB; first to offer AIDS drugs at cost.

Utilities

FPL: Largest U.S. solar generator; has 40 percent of wind-power capacity; strong shareholder relations.

E X H I B I T  3 . 7
Doing Well by Doing Good

Source:  �Who�s Doing Well by Doing Good,� BusinessWeek, January 29, 2007, 53. Reprinted from the January 29, 2007 issue of BusinessWeek by  
special permission, copyright ' 2007 by The McGraw-Hill Companies, Inc.
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These days, consumers are concerned with not only the quality, but also the 
nutritional content of foods. More than 70 percent of Heinz products can be 
 classified in the health category, and incremental health improvements are planned. 
Ingredients such as trans fat, salt, and sugar are being removed. Organic varieties 
are available, and many foods are being fortified with vitamins and minerals. 
�We operate in fundamentally healthy  categories,� says Andrew Towle, VP of global 
 marketing. �Removing ingredients of concern is a technical challenge. We cannot go 
backward in taste.�

Established in 1951, The Heinz Co. Foundation (HCF) is funded by 
the company to promote health, nutrition, and well-being in communities 
where Heinz operates. Indeed, social responsibility is undeniably part of 
Heinz�s DNA, yet many are unaware of it because social responsibility is 
standard practice. In 2002, HCF began its micronutrient program, sup-
ported by Dr. Stanley Zlotkin, creator of Sprinkles, an iron-supplement 
multivitamin powder. The company has used existing packaging and 
distribution channels to deliver the supplements to more than 1.2 mil-
lion children in 15 countries. �Sixty packets can cure one child of anemia 
for a year,� says HCF director Tammy Aupperle. �We hope to reach 10 
million by 2010.� In 2003, Heinz and Helen Keller International, which 
fights causes and consequences of blindness and malnutrition, partnered 
in Indonesia. They distributed more than 44 million supplement packets, 
benefiting more than 400,000 people. The model will be replicated in 
India and China. 

A few additional Heinz initiatives are:

Nutrient program: �  Nutritional supplement packets have been 
 distributed to more than 1.2 million children in Indonesia, Guyana, 
Mongolia, Pakistan, Haiti, Ghana, and other countries.
Health and wellness initiatives: �  A Global Health & Wellness Task 
Force is addressing ingredients of concern (sodium, sugar, and others), 
adding more goodness to products, and adding functional benefits for 
consumers.

E X H I B I T  3 . 8
The Principles of the UN Global Compact

Human Rights

Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights; and� 

Principle 2: make sure that they are not complicit in human rights abuses.� 

Labor Standards

Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining;� 

Principle 4: the elimination of all forms of forced and compulsory labor;� 

Principle 5: the effective abolition of child labor; and� 

Principle 6: the elimination of discrimination in respect of employment and occupation.� 

Environment

Principle 7: Businesses should support a precautionary approach to environmental challenges;� 

Principle 8: undertake initiatives to promote greater environmental responsibility; and� 

Principle 9: encourage the development and diffusion of environmentally friendly technologies.� 

Anti-Corruption

Principle 10: Businesses should work against corruption in all its forms, including extortion and bribery.� 

Source:  www.unglobalcompact.org/AboutTheGC/TheTenPrinciples/index.html, accessed January 21, 2009.
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Sustainable agriculture: �  Agricultural practices include hybrid seeds, water con-
servation and reuse, recycling waste, minimal pesticide use, and partnership with 
Chinese government and farmers.
Eco-friendly packaging: �  New packaging includes reduced steel, recycled paper trays 
and cartons, non-bleached cartons, and reduced resin use.

Heinz is a firm that truly cares about its stakeholders.

Chiquita Cleans Up Its Act35

�For decades the $3.9-billion-a-year fruit giant was synonymous with the notion 
of the greedy multinational. Farmworkers toiled long hours in dangerous condi-
tions,  agrochemical runoff contaminated water, and tropical forests were cleared 
for  expansion,� says J. Gary Taylor, coauthor of Smart Alliance, a book about 
Chiquita.

In 1967, the year after Botswana gained its independence 
from Britain, a huge diamond deposit was discovered in a 
remote area called Orapa, about 400 kilometers, or 250 
miles, from the capital city of Gaborone. The company 
that found the source was DeBeers, then, as now, the dom-
inant seller of �rough stones� in the world. Four years and 
$33 million later, the mine was ready for production. 

In the early years of its nationhood, Botswana was 
one of the poorest countries in the world, with a per cap-
ita income of about $80 a year. Today, it is among the 
most prosperous countries in Africa, with a real middle 
class and a per capita income approaching $6,000 a 
year. By contrast, the average citizen in Angola earns 
about $2,500 a year, while in the Democratic Republic 
of the Congo, it is a little more than $1,500, according 
to the World Bank. 

There is no question that the discovery of the dia-
monds was the most important catalyst in Botswana�s 
economic growth. Prior to the discovery, Botswana had 
an agricultural economy. By the early 1980s, diamond, 
manganese, and copper mines controlled by DeBeers 
accounted for fully 50 percent of the country�s gross 
domestic product. Though the Botswana economy has 
since diversified, DeBeers� operations still account for 
around one-third of the Botswana gross domestic product. 
There is also no question, though, that Botswana was 
greatly aided by something else: DeBeers� own sense of 
corporate responsibility.

From the start, it entered into a 50�50 diamond 
mining venture with the government; about a decade 

ago, it also sold the government a 15 percent stake 
in the company. It has also built hospitals and schools 
in Botswana; worked to help the country deal with 
HIV and AIDS; assisted the government in building 
roads and infrastructure; and been involved in a hun-
dred other things that have helped make Botswana 
an African success story. Most of the executives in the 
 government-company venture are black Africans who 
have been trained by DeBeers. In 2008, the com-
pany closed its diamond sorting facility in London and 
opened the largest, most technologically advanced dia-
mond sorting complex in the world in Gaborone. 
It employs 600 people.

�We think our approach is a competitive advan-
tage,� said Gareth Penny, the cherubic, 45-year-old 
South African who has been the company chief execu-
tive since 2006. It is hard to disagree. Botswana�s 
citizens need roads, but so does DeBeers, to transport 
its diamonds. DeBeers needs a healthy work force, 
so its emphasis on HIV awareness and treatment is 
clearly in its self-interest. A more prosperous Botswana 
helps DeBeers in every way imaginable, not least by 
providing a stable environment in which it can do busi-
ness. �The country can now attract banks and service 
industries�and avoid the natural resource curse,� Penny 
said.36

Do you think that DeBeers was simply acting in its 
own self-interest and social responsibility played no part? 
What else might DeBeers do in Botswana to demonstrate 
its social responsibility?

What Good Works Can Do
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Enter Rainforest Alliance, which had previously worked with timber companies in 
Indonesia to lessen the impact of logging. In 1992 the Alliance sent banana companies 
a list of environmental and worker-rights standards required to gain its certification. 
During the next two years, Dave McLaughlin, Chiquita CEO, says Chiquita spent 
$40,000 to overhaul the Costa Rican farms, phase out toxic pesticides, and build new 
warehouses to store chemicals. McLaughlin began monitoring water quality and 
 providing workers with better safety equipment. The farms also started recycling 
programs.

Today all 110 of Chiquita�s company-owned farms and the vast majority of its 
independent farms are certified by the Rainforest Alliance. Things are getting bet-
ter for its Latin American employees, who can now join unions. Four recent initia-
tives are:

One hundred percent of the plastic bags and twine used on Chiquita farms is  �
 recycled.

Pesticide use has been cut by 26 percent, and workers are provided with better pro- �
tective gear.

Working conditions have been improved by new Chiquita-built housing and schools  �
for employees� families.

Buffer zones along farm borders help prevent chemical runoff and erosion. �

Chiquita is an example of a multinational firm that has taken its social respon-
sibility very seriously. Perhaps one of the greatest impacts a firm has had on any 
country is DeBeers, the diamond company. The story unfolds in the Global 
Perspectives box.

The Cost of Ignoring Social Responsibilities37

In today�s environment, a firm that disregards its stakeholders and its social respon-
sibilities does so at its own peril. In the case of AOL, it didn�t treat its customers 
(key stakeholders) as they should have been treated. A deluge of AOL  customers 
complained that they tried to close their accounts only to be thwarted in their 
attempts or to discover they were still being billed 
for services that they thought had been canceled. 
Although it had long been one of the Internet�s 
best-known companies, AOL didn�t set up an 
online cancellation system. All cancellation 
requests had to be made by fax, mail, or telephone. 
Subscribers who phoned AOL to cancel their ser-
vice sometimes were greeted by aggressive custom-
er service representatives who were paid bonuses of 
up to $3,000 if they found a way to retain the busi-
ness. Customers complained that AOL�s incentive 
system created an obstructive culture that made 
service cancellations difficult. �Consumers who 
called were put on hold or transferred repeatedly 
until they hung up in disgust,� says Connecticut 
Attorney General Richard Blumenthal, who 
described AOL�s practices as �outlandish and 
underhanded.�

These customer complaints led to a $3 mil-
lion settlement with 48 states and the District of 
Columbia. As part of the resolution, AOL agreed to 
make it easier for its remaining customers to leave 
and to maintain an online channel for processing 
 cancellations. 

FOR
On the one hand:

� it�s the right thing to do
� government will create
 new regulations and
 levy fines if firms aren�t
 socially responsible
� it can enhance a company�s
 profitability 

AGAINST
On the other hand:

� the job of the corporation is
 to maximize profits for
 stockholders
� businesses are better suited to
 produce goods and services 
 and not to be involved in welfare
 services
� if global competitors don’t
 have to be socially responsible,
 they will have lower costs and
 can compete more effectively
 in the global marketplace

R E V I E W   L E A R N I N G  O U T C O M E

Describe the arguments for and against 
social responsibility

5
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Green Marketing
An outgrowth of the social responsibility movement is green marketing. Green marketing 
is the development and marketing of products designed to minimize negative effects on 
the physical environment or to improve the environment.38 Not only can a company aid 
the environment through green marketing, but it can often help its bottom line as well. 
Environmentally aware consumers tend to earn more and are willing to pay more for 
green products.39 The problem, however, is that only a very small percentage of custom-
ers make their buying decisions primarily of the environmental qualities of the product.40 
Also, it may not be readily apparent how one product is better for the environment than 
another. Thus, the marketer may have to educate the consumer about the green product. 
To make the sale, the green marketer may even use a traditional non-green benefit. For 
example, General Electric energy-efficient CFL flood lights are good for the environ-
ment. The promotion theme is �Long life for hard to reach places.� GE is selling conve-
nience because the floodlight doesn�t need replacing as often.41

Some green products have practical consumer benefits that are readily apparent to 
consumers. A few examples are: energy efficient washing machines and other applianc-
es (cut electric bills), heat-reflective windows (cut air conditioning costs), and organic 
foods (no pesticides poisoning the food or planet). Each Dole organic banana has a 
sticker with a number. If you enter that number at doleorganic.com, a Google Earth 
application will show you the exact place where the fruit was grown.42

One company that has done an excellent job of going green is Waste Management, 
which disposes waste for 22 million customers. The company produces more renew-
able energy each year than the entire North American solar industry. Its Wheelabrator 

division combusts waste to create electric-
ity. Waste Management has also had 33 
working landfills certified as wildlife habitat 
preserves. The firm hopes to have 100 certi-
fied by the Wildlife Habitat Council before 
2020.43

CAUSE-RELATED 
MARKETING
A sometimes controversial subset of social 
responsibility is cause-related marketing. 
Sometimes referred to as simply �cause mar-
keting,� it is the cooperative efforts of a �for-
profit� firm and a �nonprofit organization� 
for mutual benefit. Cause-related marketing 
is sometimes used as any marketing effort for 
social or other charitable causes. Cause mar-
keting differs from corporate giving (philan-
thropy) as the latter generally involves a spe-
cific donation that is tax deductible, while 
cause marketing is a marketing relationship 
not based on a straight donation.

Cause-related marketing is very popular 
and is estimated to generate about $7 billion 
a year in revenue.44 It creates good public 
relations for the firm and will often stimulate 
sales of the brand. Yet, the huge growth of 
cause-related marketing can lead to a case 

6

cause-related marketing 
The cooperative marketing efforts 
between a �for-profit� firm and a 
�nonprofit organization.�
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of consumer cause fatigue. A 2007 nationwide survey found that 36 percent said they 
bought a product in the previous 12 months after learning of its maker�s commitment 
to social issues, down from 43 percent in 2004. Only 14 percent said they intentionally 
paid more for a product that supports a cause, down from 28 percent. And just 30 per-
cent said they told a family member or friend about a product or company committed 
to a social issue, compared with 43 percent in 2004.45

Examples of cause-related marketing abound. Starwood Hotels has announced 
that for every Westin Heavenly Bed, Sheraton Sweet Sleeper Bed, and Four Points by 
Sheraton Four Comfort Bed sold through Starwood retail channels, the firm will donate 
$50 to the Special Olympics. Avaya recently publicized that it will donate $5 to the 
American Cancer Society for each pink desk phone faceplate it sells. The money is to 
be used to raise breast cancer awareness. Starbucks donates 5 cents of every sale of Ethos 
Water to help children around the world get access to clean drinking water. American 
Express launched a campaign to restore the Statue of Liberty and Ellis Island. The com-
pany contributes 1 cent per card transaction and $1 for every new card issued. American 
Express collected $1.7 million for the restoration effort.46

Cause-Related Marketing Controversy
Few causes have been more saturated with marketing than breast cancer awareness. 
Consumers can buy everything from food to toilet paper with labels that feature a pink 
ribbon. This generally signifies that for each product sold money is donated to breast 
cancer awareness. Yoplait ran a campaign that donated 10 cents to the Canadian Breast 
Cancer Foundation every time a consumer mailed back one of its yogurt carton lids. 
Aside from the fact that someone would have to eat three cartons of yogurt a day for 
more than three months just to raise $20, and that consumers spent more on postage 
than they raised with each lid, Yoplait left it to the fine print to state it was capping 
donations at $80,000�keeping the rest as profit.47

The Gap has been criticized for The Gap (Product) Red campaign. Thanks to the 
Gap and others, more than $25 million has been raised to fight HIV/AIDS, tuberculo-
sis, and malaria. The Gap has stated that �50 percent of (Product) Red products� are 
being directed to the cause. Yet the promotional expenditures for the (Product) Red 
campaign were $100 million!48

The Susan G. Komen Breast Cancer Foundation is 
on the receiving end of much cause-related marketing. 
The Foundation recently put out an information piece 
entitled, �Five Questions to Ask before Participating in a 
Cause-Related Marketing Program.� The questions are:

1. Is this company committed? Read the product 
packaging and promotional materials or display 
and visit the company Web site to make sure the 
company is credible and committed to the cause.

2. How is the program structured? Transparency is 
key. Is the company clearly stating how the money 
is raised and how much will be going to charity? 
For example, if it�s a donation per purchase, ask 
how much of purchase price goes to charity�is it 
two percent or 10 percent�or some other amount? 
If there is a minimum contribution guaranteed by 
the company, what is the amount? Is there a maxi-
mum donation that will be made by the company?

3. Who does the program benefit? Does it support 
a well-managed, reputable nonprofit or fund? 
Again, the Komen Foundation recommends 
that  consumers read Web sites. The Komen 

Cause-related
Marketing:
Cooperative effort
between for-profit
and nonprofit
organizations  

Can enhance for-profit
corporation�s reputation
and raise profits. 

Nonprofit receives
financial support and 
publicity for cause.

R E V I E W   L E A R N I N G  O U T C O M E

Explain cause-related marketing
6



Foundation makes it very clear on its site who they are, how they structure 
 programs, and how the monies are used. The Better Business Bureau�s Wise 
Giving Alliance is one resource for information on nonprofit organizations.

4. How will the organization that benefits use my money? It should be abundantly 
clear where the monies go. What organization will they support? Will the dollars 
generated go to research, education, community programs, or all of the above? 
The Komen Foundation is very specific about their programs, activities, and grants 
awarded to support their mission to eradicate breast cancer as a life-threatening 
 disease. Visit ww5.komen.org to view the Komen Foundation�s most recent Annual 
Report.

5. Is the program meaningful to me? Is the program supporting a cause you believe 
in or have been touched by? Based on the details of the program and the potential 
for dollars to be raised, does the program make sense to you? Selecting the right 
 program is a personal choice based on your interests, your passions, and a cause 
that is important to you.49

� percent of 
today�s large-

company top executives 
who report that having 
strong ethical traits is the 
most important leadership 
trait of CEOs

� percent of large-
company top 

executives in 2003 who 
reported that having strong 
ethical traits was the most 

important leadership trait of 
CEOs

� percent of large-
company top 

executives who report that 
the most important trait of 
CEOs is the ability to inspire 
others

$2.4 million � 
shipping costs saved 
annually by Wal-Mart by 
using less packaging on  
house-brand toys

� percent of 
large employers 

offer ethics training

� percent 
Wal-Mart trimmed 

off electricity bill by 
switching to efficient light 
bulbs and adding skylights

13 70

20

1737
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REVIEW AND APPLICATIONS

Explain the determinants of a civil society. The �social glue� that holds a society 
together is composed of six factors. They are: ethics, laws, formal and informal 
groups, self-regulation, the media, and an active civil society. All of these are 
necessary for a coherent, vibrant, and civil society. These six factors are more 
important in countries than ever before because of the increasing complexity of 
the global economy and the melding of customs and traditions within societies.

1.1 Explain how each of the six factors contributes to a civil society.

1.2 Why is a free and uncontrolled media important in a country?

1.3 Can customs and laws sometimes conflict, especially when a society 
 experiences an influx of immigrants?

1
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Explain the concept of ethical behavior. Ethics are the moral principles or values 
that generally govern the conduct of an individual or a group. Ethics can also be 
viewed as the standard of behavior by which conduct is judged. Ethical conflicts 
sometimes arise between businesses, customers, workers, and the surrounding 
community. Conflicts can sometimes be resolved through the reliance on ethical 
theories. Ethical theories that are applicable to marketing include: deontology, 
utilitarianism, casuist, moral relativism, and virtue ethics.

2.1 It is sometimes said that ethics hold a person to higher standards than laws. 
Explain.

2.2 Moral relativists are basically time and place ethicists. Explain what this 
means.

2.3 Explain the differences between utilitarianism, casuist, and deontology 
 theories.

Describe ethical behavior in business. The law typically relies on juries to deter-
mine whether an act is legal or illegal. Society determines whether an action is 
ethical or unethical. Morals are the rules that people develop as a result of cultur-
al values and norms. More and more companies are using ethics training to help 
put good ethics into practice. Ethical beliefs vary a little from culture to culture. 
However, some ethical practices vary significantly from one culture to the next.

3.1 Explain the difference between ethics and morals and describe the relation-
ship between the two.

3.2 What are the differences between pre-conventional morality, conventional 
morality, and post-conventional morality? Give an example of each.

3.3 Give several examples of how ethical practices can vary from one culture to 
the next.

Discuss corporate social responsibility. Responsibility in business refers to a firm�s 
concern for the way its decisions affect society. A second theory says that the cor-
poration should always pay attention to the interests of its stakeholders. These are: 
management, customers, the local community, owners/stockholders, suppliers, 
and employees. Social responsibility has four components: economic, legal, ethi-
cal, and philanthropic. These are intertwined, yet the most fundamental is earning 
a profit. If a firm does not earn a profit, the other three responsibilities are moot. 
Most businesspeople believe they should do more than pursue profits. Although 
a company must consider its economic needs first, it must also operate within the 
law, do what is ethical and fair, and be a good corporate citizen. The concept of 
sustainability is that socially responsible companies will outperform their peers by 
focusing on the world�s social problems and viewing them as an opportunity to 
earn profits and help the world at the same time.

4.1 Describe at least three situations in which you would not purchase the 
 products of a firm even though it is very socially responsible.

4.2 A firm�s only responsibility to society is to earn a fair profit. Comment.

4.3 Is sustainability a viable concept for America�s businesses?

4.4 Illustrate how there can be conflicts between the needs and desires of 
 various stakeholders.

Describe the arguments for and against social responsibility. Today, virtually all 
managers endorse social responsibility of corporations. It is, instead, a matter 
of what types of responsibility and the degree of responsibility. The arguments 
against social responsibility are: The job of the corporation is to maximize profits 
for stockholders; Businesses are better suited to produce goods and services and 

2

3

4

5
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not to be involved in welfare services; If global competitors aren�t socially respon-
sible it could hurt the domestic competitor. The arguments for social responsibility 
are: It�s the right thing to do; Government will create new regulations and levy 
fines if firms aren�t socially responsible; Social responsibility can enhance a com-
pany�s profitability.

5.1 Explain the relationship between the global economy and social 
 responsibility.

5.2 Defend the proposition that the only responsibility of the firm is to make 
money for the stockholders.

5.3 Explain how a firm can earn additional profits by being socially responsible.

Explain cause-related marketing. Cause-related marketing is the cooperative 
effort between a for-profit firm and a nonprofit organization. It is different from 
philanthropy, which is a specific, tax deductible donation. Cause-related market-
ing is very popular because it can enhance the reputation of the corporation and 
also make additional profit for the company. Sometimes companies have abused 
cause-related marketing and received much greater benefits than the nonprofit 
that has supposedly been helped. These cases are a small minority.

6.1 Why are more firms jumping on the cause-related marketing bandwagon?

6.2 Explain the controversy surrounding some cause-related marketing.

6.3 What are some questions that consumers should consider before 
 participating in a cause-related campaign?

casuist ethical theory 76
cause-related marketing 94
code of ethics 80
corporate social 

responsibility 86
deontological ethical theory 75

ethics 75
Foreign Corrupt Practices Act 84
moral relativists 76
morals 78
pyramid of corporate social 

responsibility 88

stakeholder theory 87
sustainability 86
utilitarian ethical theory 76
virtue 77

6

KEY TERMS

EXERCISES

APPLICATION EXERCISE
Many companies today are concerned with social responsibility. They may pur-
sue philanthropic activities and/or strive to be ethical. Your goal for this assign-
ment is to evaluate how firms are being socially responsible. Limit your answers 
to one page and provide a printout of the Web site you visited.

Activities

1. Choose a company and find that company�s Web site on the Internet. 
Once you get to the Web site, look for information that tells you about the 
firm�s efforts to be socially responsible. Look for things like news releases, 
company information, information about community programs, etc. Look in 
your textbook and your notes to help you define what might be considered 
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socially responsible activities. Describe what you find and explain why you 
think the company is involved with the activities you describe. 

2. Do the activities described on the Web site seem consistent with the com-
pany�s products? Why or why not? (For example, a shoe company may 
sponsor a race that raises money to help prevent a disease. People who 
participate in the race may use that company�s running shoes and therefore 
the race would be consistent with the company�s products.)

3. Evaluate how effective you think the information you find is in terms of how 
it is presented, what impact it might have and whether it will help to sell the 
company�s products. Be sure to support any claims you make.

4. Does the information you collected during this activity improve your evalua-
tion of the company? Would it influence your decision to buy the company�s 
product? Why or why not?

ETHICS EXERCISE
Jane Barksdale has designed a line of clothing targeted toward Hispanic 
Americans. The items are sold only by catalog and on the Internet. She thinks that 
she can increase sales by claiming in ads that the firm is owned by a Hispanic 
American and all the employees are Hispanic Americans. She is not Hispanic 
American nor are most of the employees. She needs a high level of sales to pay 
her bank loan and remain in business.

Questions

1. Should Jane claim that she is Hispanic American? Explain your response.
2. Does the Federal Trade Commission address this issue? Go to 

www.ftc.gov and search for guidelines for small business advertising or 
e-commerce. What does Jane risk in making false claims in her ads?

MARKETING PLAN EXERCISE
These end-of-chapter marketing plan exercises are designed to help you use what 
you learned in the chapter to build a strategic marketing plan for a company 
of your choosing. Once you�ve completed the marketing plan exercise for each 
chapter in Part 1 of this textbook, you can complete the Part 1 Marketing Planning 
Worksheet on your companion Web site at www.cengage.com/marketing/lamb. 

In the first part of this exercise (Chapter 2) you described your chosen compa-
ny, wrote its mission statement, and set its marketing objectives. Use the following 
exercises to guide you through the next part of your strategic marketing plan:
1. Identify any ethical issues that could impact your chosen firm. What steps 

should be taken to handle these issues?  
2. How should your company integrate corporate social responsibility into its 

marketing plan? 
3. In addition to suggestions for philanthropic responsibilities, write up a brief 

code of ethics for your firm. To see other codes of ethics, go to www.iit.
edu/libraries/csep/codes/coe.html.

CASE STUDY: (PRODUCT) RED

CAN A T-SHIRT SAVE THE WORLD?50

When Oprah and Bono walked down Chicago�s Magnificent Mile together in 
the fall of 2006, it was the shopping trip seen around the world. The famous 
duo attracted mobs of fans and extensive media coverage as they promoted a 



100P
A

R
T

 1
 

 
T

h
e

 W
o

rl
d

 o
f 

M
a

rk
e

ti
n

g

revolutionary new cause-marketing event called (Product) RED. Bono urged people 
to buy RED products, explaining that a portion of the proceeds would go to The 
Global Fund to fight HIV/AIDS in Africa. Oprah, wearing an �INSPI(RED)� Gap 
T-shirt on her talk show that day, proclaimed, �I am wearing the most important 
T-shirt I�ve ever worn in my life!� 

Other companies that licensed the RED brand and created products for the 
charity included Apple, which sold a limited edition iPod Nano, and Motorola, 
which introduced a red Motorazr phone. Emporio Armani designed a special 
RED capsule collection for London Fashion Week, and Converse designed a line 
of RED shoes to be sold at Gap stores. 

Oprah�s shopping spree with Bono drew a reported an incredible one bil-
lion media impressions worldwide. (Product) RED set up its own Web site, www.
joinred.com, and took over Myspace.com for the day to launch a page that now 
boasts over 600,000 friends. RSS (Really Simple Syndication) funneled news 
about RED to mobile phones and blog sites, and it quickly became a hot topic of 
discussion on message boards across the Internet.

(Product) RED was the brainchild of Bono and Bobby Shriver, who designed it 
as a commercial initiative that could change the way causes are marketed in the 
future. �They didn�t want a one-time event,� says Julia Cordua, VP of marketing. 
�They want five to ten years of ongoing donations.�

Gap initially offered to give 100 percent of its profits to the cause, but Bono 
and Shriver refused to accept more than 50 percent. Shriver insists that they want 
companies to make money off the campaign, explaining, �We want people buy-
ing houses in the Hamptons based on this because if that happens, this thing is 
sustainable.� As a result, Gap treats RED like a business, spending millions on 
marketing it. Within months of its launch, they saw sales of an estimated $71 mil-
lion in revenue and donated about $2.5 million to The Global Fund.

According to the (Product) RED Web site, �Each company that becomes (RED) 
places its logo in this embrace and is then elevated to the power of red.� You can 
be embraced by the RED, it suggests, by purchasing a Gap T-shirt or African-print 
Converse shoes. �What better way to become a good-looking Samaritan?!�

Some critics, such as Charles Kernaghan, director of the National Labor 
Committee for Worker and Human Rights, aren�t buying it, though. �The thought 
of using consumer dollars made off the backs of workers held in sweatshops to 
help fund Bono�s causes is really hypocritical�that�s not the way to go,� he says, 
referring to Gap�s reputation for using factories that violate labor laws.

Since 2004 Gap has been working to combat this type of criticism by releas-
ing Social Responsibility Reports on Gap factories in over 50 countries. Despite 
their efforts, however, nearly half of the factories still failed inspection as recently 
as 2005. When questioned, a Gap spokesperson responded by stating that Bono 
himself had inspected the African factory where RED products were being made, 
and it was �sparkling.�

Some bloggers remain skeptical of the fundraiser, however, declaring it 
�khaki colonialism.� Michael Medved argued that it would be better to forget 
the overpriced T-shirts and send money directly to The Global Fund. But whether 
you agree with the way (Product) RED does business or not, the campaign is 
hard to ignore. David Hessekiel of the Cause Marketing Forum proclaimed it 
�the launch of the year.� Stacy Palmer of The Chronicle of Philanthropy, wrote, 
�These are iconic brands that appeal to younger consumers who are very inter-
ested in buying cause-related products. (Product) RED borrows on ideas that 
have been used a lot, but its scale makes it different. People are getting bom-
barded by RED.�

(Product) RED president Tamsin Smith reported on the campaign�s blog that 
much of the merchandise was sold out within hours of the launch. Oprah�s 
INSPI(RED) T-shirt went on to become the best-selling item in the Gap�s 35-year 
history. Long-term success, however, depends on how well the participating 
brands continue to market new products. They�ll have to find ways to keep 
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 socially conscious consumers interested in RED now that most of them have been 
there, done that, and (literally) bought the T-shirt.

Questions

1. Discuss the four components of corporate social responsibility (CSR) and 
how they relate to a charitable campaign such as (Product) RED. How does 
participation in a cause-marketing event contribute to a company�s CSR? 
What role does sustainability play?

2. Do you think a partnership with (Product) RED can improve Gap�s image? 
Is it a sign that they are making a commitment to corporate social respon-
sibility or do you agree with critics who say their involvement is an attempt 
to spit-shine the company�s image while continuing to do business as 
usual? 

3. Describe the various types of technology that have contributed to the 
media coverage, marketing efforts, and public discussion of the RED 
campaign.

4. A year after (Product) RED�s launch, Ad Age reported that although $100 
million had been spent on marketing the campaign, only about $25 mil-
lion had gone to the charity itself. Industry observers speculated that this 
could trigger a backlash against the campaign. Do you believe the criti-
cism is justified? Do you think the campaign could lose supporters as a 
result?

COMPANY CLIPS

METHOD�PEOPLE AGAINST DIRTY
Method�s first �lab� was the kitchen of founders Eric Ryan and Adam Lowry, 
two friends whose goal was to evolve the household cleaner from a toxic object 
that hid under the sink to an all-natural, biodegradable, and stylish countertop 
 accessory. This video segment shows method through yet another lens, that of 
corporate social responsibility (CSR) and sustainability. Chemical engineer Adam 
Lowry outlines the chemical aspects of traditional cleaning products and describes 
how Method�s products are healthier. As you watch the video, keep in mind the 
various marketing orientations you learned in Chapter 1.

Questions

1. Does Method have a societal marketing orientation, or is it just a market-
oriented company that integrates a number of environmental practices into 
its operations? Explain.

2. How is Method practicing sustainability?
3. Discuss the changing social factors that have made 

it possible for Method to be so successful.
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The higher your score, the more 
 important you think ethics and socially 
responsible behavior are to achieving 
corporate objectives. A high score also 
suggests that you are an ethical idealist, 
or someone who sees right and wrong 
as absolute, rather than an ethical rela-
tivist, or someone who sees right and 
wrong as situation dependent.
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Discuss the external environment of marketing, and explain how 
it affects a firm

Describe the social factors that affect marketing

Explain the importance to marketing managers of current 
demographic trends

Explain the importance to marketing managers of multiculturalism 
and growing ethnic markets

Identify consumer and marketer reactions to the state of the economy

Identify the impact of technology on a firm

Discuss the political and legal environment of marketing

Explain the basics of foreign and domestic competition

1

2

3

4

5

6

7

8
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THE EXTERNAL MARKETING ENVIRONMENT
If there is one constant in the external environment (outside the firm) where firms work 
and compete, it is that things are constantly changing. If the organization doesn�t under-
stand or fails to react to the changing world around it, it will soon be a follower rather than 
a leader. In the worst case scenario, the firm disappears from the marketplace. Applebee�s 
was, at one time, a hot, trendy restaurant chain. Now, the company faces falling profits and 
unhappy stockholders. What happened? Applebee�s didn�t adapt quickly enough to the 
changing environment. High gasoline prices resulted in many customers staying at home. 
More importantly, it didn�t change quickly enough when competitors copied it. Newer 
eateries offer slick interiors in contrast with Applebee�s busy walls full of photos and sports 
memorabilia. Menus at many newer generation restaurants stress the freshness or natural-
ness of the food. Applebee�s still focused on the fried and breaded items.1

Perhaps the most important decisions a marketing manager must make relate to the 
creation of the marketing mix. Recall from Chapters 1 and 2 that a marketing mix is the 
unique combination of product, place (distribution), promotion, and price strategies. 
The marketing mix is, of course, under the firm�s control and is designed to appeal to a 
specific group of potential buyers. A target market is a defined group that managers feel 
is most likely to buy a firm�s product.

As the Applebee�s example shows, managers must alter the marketing mix because 
of changes in the environment in which consumers live, work, and make purchasing 
decisions. Also, as markets mature, some new consumers become part of the target   
market; others drop out. Those who remain may have different tastes, needs, incomes, 
lifestyles, and buying habits than the original target consumers.

Although managers can control the marketing mix, they cannot control elements in the 
external environment that continually mold and reshape the target market. Review Learning 
Outcome 1 shows the controllable and uncontrollable variables that affect the target market, 
whether it consists of consumers or business purchasers. The uncontrollable elements in the 
center of the diagram continually evolve and create changes in the target market. In contrast, 
managers can shape and reshape the marketing mix, depicted on the left side of the dia-

gram, to influence the target market. That 
is, managers react to changes in the external 
environment and attempt to create a more 
effective marketing mix.

Understanding the External 
Environment
Unless marketing managers understand 
the external environment, the firm can-
not intelligently plan for the future. Thus, 
many organizations assemble a team of 
specialists to continually collect and evalu-
ate environmental information, a process 
called environmental scanning. The goal 
in gathering the environmental data is to 
identify future market opportunities and 
threats.

Does environmental scanning really 
make a difference? The Aberdeen Group 
is a Boston-based research firm. It found 
that firms who used feedback, from the 
external environment, to create and modify 
their marketing mix had an average 26 
percent increase in return on their market-
ing investment over the previous year.2 

1

target market
A defined group most likely to buy 
a firm�s product.

Using the following scale, enter the numbers 
that reflect your opinions.

 1 2 3 4 5 6 7
Strongly disagree Strongly agree

___  I need more hours in the day to get my 
work done.

___  I don�t have to overextend myself to find 
the time to get my work done.

___ I feel like I�m always �fighting fires.� 

___  I seldom have to take shortcuts to get my 
work done on time.

___  I never have enough time to think ahead.

___  I feel like I have a lot of time on my hands.

___  I feel like no matter how hard I work, I�ll 
never get caught up.

Total your score. Read the chapter and find 
out what your score means at the end.
Source: From Scale #119, Marketing Scales Handbook, G. 
Bruner, K. James, H. Hensel, eds., Vol. III. ' by American 
Marketing Association.
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Companies that used environmental scanning less efficiently had only a 
4 percent return. Those firms that didn�t use scanning at all tended to be 
laggards in the marketplace. In summary, using environmental scanning 
to understand the ever-changing marketplace and then adapting the mar-
keting mix accordingly is critical to long-term success of the organization.

Philips Electronics is a firm that is proactive in trying to keep a step 
ahead of the latest environmental trends. The firm�s new strategic plan 
focuses on �sense and simplicity.� The idea is to give consumers what 
they want in the way of electronic products in the health, lifestyle, and 
 technology areas. Because Philips is dominated by engineers, it decided that 
if it was really going to create products that are simple to use and consumer-
oriented, it needed help. The company created a four-person advisory 
group of opinion leaders from around the globe. The group consists of 
Sara Berman, a British fashion designer; Dr. Peggy Fritzsche, a California 
 radiology professor; Gary Chang, a leading Chinese architect; and John 
Maeda, an MIT graphic designer. They meet several days each month in 
places like Paris, Rome, or New York to help Philips understand how the 
environment of business is changing. Their goal is to help Philips create 
intuitive, easy-to-use products that meet specific needs. Andrea Ragnatti, 
chief marketing officer for Philips, notes that it took the firm quite a while 
to adopt the marketing concept. She notes, �In the past we just developed 
the technology and hoped someone would buy it. Now we are starting from 
the point of discovering what exactly consumers want a product to do.�3

Philips Electronics does a good job of understanding the 
 ever-changing  external environment. Some of the key areas that firms 
should monitor in the external  environment are:

 Understanding current customers.  � That is, how they buy, where 
they buy, what they buy, and when they buy.

 Understanding what drives consumer decisions.  � Successful 
firms know why customers buy. One study showed that 

Philips Electronics is a firm that is proactive in  trying 
to keep a step ahead of the latest environmental 
trends. The firm�s new strategic plan focuses on 
�sense and simplicity.�
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Technology

Political and 
legal factors

Economic
conditions

Competition

Demographics

Social change

External environment
(uncontrollable by

management)

Internal
(within the

organization)

Ever-changing
marketplace

Target market

Marketing mix
(created by

management)

Product
Place

Promotion
Price

Environmental scanning
(to monitor change in

the external environment)

Uncontrollable Elements in the External Environment Create Opportunities and Treats
for a Firm•s Marketing Mix

R E V I E W   L E A R N I N G  O U T C O M E

Discuss the external environment of marketing, and 
explain how it affects a firm

1
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 grocery shoppers patronize 3.6 stores regularly. Why? Because distinct stores filled 
distinct roles in a consumer�s shopping portfolio. They went to Costco for bulk items; 
Trader Joe�s (a local chain) to find interesting and unique items; and Wal-Mart for 
one-stop shopping for a variety of basic goods. The local chain was losing business to 
niche stores to buy high margin items like meat, seafood, and produce. Intelligence 
data showed that the local chain could recapture about half of these consumers by 
stocking more variety in organic, international foods, and  signature products.4

Identify the most valuable customers and understand their needs � . Often 20 percent of 
a firm�s customers produce 80 percent of the firm�s revenue. An organization must 
understand what drives that loyalty and then take steps to ensure that those drivers 
are maintained and enhanced.
Understand the competition.  � Successful firms know their competitors and attempt 
to forecast their future moves. Competitors offer both threats to a firm�s market 
share and profitability but also may offer opportunities to our firm to capture com-
petitors� business. During the economic downturn of 2007�2009, T.J. Maxx, the 
off-price retailer, noted that competitors were taking 60�90 days to pay their ven-
dors. T.J. Maxx had the cash and decided to pay within 30 days. This caused the 
big name fashion brands to flock to the retailer. Now, TJX, which owns T.J. Maxx, 
Marshalls, and HomeGoods, has a better assortment of well-known brands to sell in 
its stores. For the first time, T.J. Maxx is selling items like True Religion jeans for 
$99 ( regularly $160) and Bottega Veneta sweaters for $149 (normally $750). Sales, 
 market share, and profit are up for TJX.5

Environmental Management
No one business is large or powerful enough to create major change in the external 
environment. Thus, marketing managers are basically adapters rather than agents of 
change. For example, despite the huge size of firms like General Electric, Wal-Mart, 
Apple, and Caterpillar, they don�t control social change, demographics, or other factors 
in the external environment.

However, just because a firm cannot fully control the external environment, it 
doesn�t mean that it is helpless. Sometimes a firm can influence external events. For 
example, extensive lobbying by FedEx has enabled it to acquire virtually all of the 
Japanese routes that it has sought. Japan had originally opposed new cargo routes for 
FedEx. The favorable decision was based on months of lobbying by FedEx at the White 
House, at several agencies, and in Congress for help in overcoming Japanese resistance. 
When a company implements strategies that attempt to shape the external environment 
within which it operates, it is engaging in environmental management.

The factors within the external environment that are important to marketing man-
agers can be classified as social, demographic, economic, technological, political and 
legal, and competitive.

SOCIAL FACTORS
Social change is perhaps the most difficult external variable for marketing managers 
to forecast, influence, or integrate into marketing plans. Social factors include our atti-
tudes, values, and lifestyles. Social factors influence the products people buy, the prices 
paid for products, the effectiveness of specific promotions, and how, where, and when 
people expect to purchase products.

American Values
A value is a strongly held and enduring belief. During the United States� first 200 years, 
four basic values strongly influenced attitudes and lifestyles:

Self-sufficiency � : Every person should stand on his or her own two feet.

2

environmental management
When a company implements 
strategies that attempt to shape the 
external environment within which it 
operates.
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Upward mobility � : Success would come to anyone who got an education, worked 
hard, and played by the rules.

Work ethic � : Hard work, dedication to family, and frugality were moral and right.

Conformity � : No one should expect to be treated differently from everybody else.

These core values still hold for a majority of Americans today. A person�s values are 
key determinants of what is important and not important, what actions to take or not to 
take, and how one behaves in social situations.

People typically form values through interaction with family, friends, and other 
influencers such as teachers, religious leaders, and politicians. The changing environ-
ment can also play a key role in shaping one�s values. For example, people born during 
the 1980s and 1990s tend to be more comfortable with technology and its importance 
in the home than persons born in the 1960s.

Values influence our buying habits. Today�s consumers are demanding, inquisitive, 
and discriminating. No longer willing to tolerate products that break down, they are 
insisting on high-quality goods that save time, energy, and often calories. U.S. consumers 
rank the characteristics of product quality as (1) reliability, (2) durability, (3) easy main-
tenance, (4) ease of use, (5) a trusted brand name, and (6) a low price. Shoppers are also 
concerned about nutrition and want to know what�s in their food, and many have environ-
mental concerns.

Personality Traits Vary by Region6

Certain regional stereotypes have existed for a long time and have become clichØs:  the 
stressed and hurried New Yorker and the cool, laid-back Californian. New research, 
based upon 600,000 interviews, has looked at geography and personality. Even after 
controlling for variables such as race, income, and education levels, a state�s dominant 
personality turns out to be strongly linked to certain outcomes. Amiable states, like 
Minnesota, tend to be lower in crime. Dutiful states�an eclectic bunch that includes 
New Mexico, North Carolina, and Utah�produce a disproportionate share of math-
ematicians. States that rank high in openness to new ideas are quite creative, as mea-
sured by per-capita patent production. But they�re also high-crime and a bit aloof. As 
for high-anxiety states, that group includes not just New York and New Jersey, but also 
states stressed by poverty, such as West Virginia and Mississippi. As a group, these states 
tend to have higher rates of heart disease and lower life expectancy.

The most conscientious states were mostly in America�s heartland, but also included 
Florida, Georgia, and North Carolina. The states highest on �openness� were along 
the West Coast but also included Maine. �Extraversion� was strongest in the Upper 
Midwest along with Georgia, Florida, and Maine. The linking of geography and person-
alities raises intriguing chicken-and-egg type questions. Do states tend to nurture spe-
cific personalities because of their histories, cultures, even climates? Or do Americans, 
seeking kindred spirits, migrate to the states where they feel at home? Maybe both 
forces are at work�but in what balance? As of yet, we don�t know the answer. 

The Growth of Component Lifestyles
People in the United States today are piecing together component lifestyles. A  lifestyle 
is a mode of living; it is the way people decide to live their lives. In other words, they 
are choosing products and services that meet diverse needs and interests rather than 
conforming to traditional stereotypes.

In the past, a person�s profession�for instance, banker�defined his or her 
lifestyle. Today, a person can be a banker and also a gourmet, fitness enthusiast, 
dedicated single parent, and Internet guru. Each of these lifestyles is associated 
with different goods and services and represents a target audience. For example, 
for the gourmet, marketers offer cooking utensils, wines, and exotic foods through 
magazines such as Bon AppØtit and Gourmet. The fitness enthusiast buys Adidas 

component lifestyles
The practice of choosing goods 
and services that meet one�s diverse 
needs and interests rather than 
conforming to a single, traditional 
lifestyle.
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equipment and special jogging outfits and reads Runner magazine. Component life-
styles increase the complexity of consumers� buying habits. The banker may own a 
BMW but change the oil himself or herself. He or she may buy fast food for lunch 
but French wine for dinner, own sophisticated photographic equipment and a low-
priced home stereo, and shop for socks at Kmart or Wal-Mart and suits or dresses 
at Brooks Brothers. The unique lifestyles of every consumer can require a different 
marketing mix.

The Changing Role of Families and Working Women
Component lifestyles have evolved because consumers can choose from a growing 
number of goods and services, and most have the money to exercise more options. 
The growth of dual-income families has resulted in 
increased purchasing power. Approximately 63 percent 
of all females between 16 and 65 years old are now in 
the workforce. Today, more than 10 million women-
owned businesses in the United States, employing 18.2 
million persons, generate $3.6 trillion in revenues.7 
The phenomenon of working women has probably 
had a greater effect on marketing than any other social 
change.

As women�s earnings grow, so do their levels of expertise, experience, and author-
ity. Working-age women are not the same group businesses targeted 30 years ago. They 
expect different things in life�from their jobs, from their spouses, and from the prod-
ucts and services they buy. Home improvement centers, such as Home Depot or Lowes, 
know that women shoppers are vital to their success. Yet, women feel that these retailers 
offer an unnecessarily complex shopping process. A recent study found that women 
want a stress-free experience and want to feel that Lowes and Home Depot appreciate 
their business. Ninety-seven percent of the women interviewed said that having one 
 person capable of answering all of their questions was one of the most 
important services a home improvement retailer could provide.8

Single women now account for 27 percent of all first-time home buyers 
and 21 percent of the homebuyers overall. This is more than double the 
rate of 20 years ago.9 Part of this is due to the fact that women are earning 
more than ever before. In big cities, such as New York, Boston, Chicago, 
and Dallas, women under 30 years old are earning more than their male 
counterparts.10

Single and married women are making purchase decisions and buying 
more products and services that were traditionally dominated by males. 
This has not been lost on savvy marketers, as the Customer Experience box 
explains.

There Is Never Enough Time
Research shows that the large percentage of people who say they never 
have enough time to do all that they need to do keeps inching up. It is 
estimated that over 80 percent of the working population is worried about 
having too little time.11 With the economic downturn of 2007�2009, many 
stay-at-home moms are going back to work to help make ends meet. These 
time-constrained mothers find that they have even fewer quality hours to 
spend with their families.12

Over 31 percent of college-educated male workers are regularly work-
ing 50 or more hours a week, up from 22 percent in 1980. About 40 per-
cent of American adults get less than seven hours of sleep on weekdays, 
up from 34 percent in 2001. Almost 60 percent of meals are rushed, and 
34 percent of lunches are eaten on the run.13 To manage their scarce 
time, about 74 percent of working adults engage in multitasking�doing 

The growth of dual-income 
 families has resulted in 

increased purchasing power.
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In a timely ad�featuring a woman of color 
 serving in the military and supporting a 
family�Wal-Mart has appealed to a growing 
 demographic and one that is likely to appreci-
ate the low prices Wal-Mart offers.
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more than one thing at a time.14 They�re 
talking on their cell phones while rushing 

to work or school, answering e-mails during 
 conference calls, waking up at 4 �.�., and gen-

erally  multitasking day and night.
�With Americans now spending a record-breaking 

60 percent of their waking hours at work, the days of 
stopping by your neighbor�s front porch in the after-
noon to discuss current events over an iced tea are 
over,� said Stephanie Molnar, CEO of WorkPlace 
Media. �These days, time-starved consumers are more 
likely to stop by a colleague�s cubicle on their way out 
for an iced coffee than socialize with neighbors back 
at home, where household chores and family respon-
sibilities take precedence over casual conversation.�16 
On an average day (which includes all 7 days of the 
week), 83 percent of women and 66 percent of men 
spent some time doing household activities, such as 

Harley-Davidson Inc., based in Milwaukee, Wisconsin, is 
the largest motorcycle manufacturer in the United States 
and leads the pack in heavyweight motorcycle sales. 
With more than 9,000 full-time employees and more than 
1,500 dealers worldwide, the century-old company sells 
more than $6.1 billion in motorcycles and accessories 
annually. A leather jacket, a weathered tan, and a rough 
smattering of whiskers have long been the hallmarks of 
a Harley-Davidson rider�but no longer. The company 
says the number of female Harley-Davidson owners has 
tripled in the past 20 years; female buyers now account 
for 12 percent of new Harley-Davidson purchases, up 
from 4 percent in 1990. For years, Harley-Davidson 
primarily had tailored both its product design and its 
marketing to a target market of 35- to 55-year-old males. 
Now, Harley-Davidson wants more women to move from 
the back of the bike onto the driver�s seat. Says Leslie 
Prevish, Harley-Davidson�s women�s outreach manager: 
�We have marketed to women for decades and have an 
advertisement in our archives from 1920 that encourages 
women to ride, [but] we�ve boosted our efforts in the 
last five years as we�ve increased our overall marketing 
efforts to grow the sport.�

The challenge for Harley-Davidson is to maintain 
its tough, road-tested brand identity while finding new 
ways to connect with female consumers�and to con-
tinue to play to its strengths rather than indulging in 
female stereotypes. �Women riders are diverse, so some 

like the black and chrome, while others prefer purples 
and pinks,� Prevish says. �Our materials and initiatives 
appeal to a common personality trait of strong, indepen-
dent women who enjoy taking on a challenge and 
feeling of adventure.�

The company started by making its product more 
accessible to females, modifying motorcycles to fit 
 women�s smaller frames and offering an instructional 
manual and courses to teach women how to handle their 
bikes. Rider�s Edge New Rider courses have become an 
important marketing vehicle with which Harley-Davidson 
can encourage women to enter the sport. �While there 
are some shifts in [the] emphasis of the brand as we con-
tinue to increase relevance for the women�s market, we 
remain true to the brand,� says Ken Ostermann, general 
manager of outreach marketing at Harley-Davidson. A 
financial analyst for Harley-Davidson adds, �I don�t think 
we�re going to see any pink [Harley-Davidson motorcy-
cles] on the road. . . . There is a market that they�re going 
after that is, �I want to be free, I want to be independent, 
I want to be my own person,� and that person can be a 
guy or a girl,� he says. �They don�t have to add bigger 
mirrors so women can do their cosmetics. . . . They want 
to sell Harleys to women, and they want to sell them to 
women who want to ride a Harley.15

Do you think that targeting women will alienate its 
core male market? Why? Should Harley produce a 
motorcycle directed only to the female market?

Harley-Davidson Navigates Down New Roads

Social Factors

Component
lifestyles

Time
pressure

Changing
role of 
women

Values

R E V I E W   L E A R N I N G  O U T C O M E

Describe the social factors that 
affect marketing2
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housework, cooking, lawn care, or financial and other household management.17 
Recent research has found that:

With rising pump prices and busy schedules, consumers are highly likely to consoli- �
date shopping trips, making purchases on their drive to or from work, or during their 
lunch break. Almost three-fourths of at-work consumers indicate they regularly or 
occasionally dine out or purchase groceries and beverages during the workday.

At-work consumers research products online before purchasing, with almost half of  �
them (47.2 percent) reporting having researched electronics online in the last 
90 days during the workday before making a purchase in a store.

Word-of-mouth is highly influential on purchases made by at-work consumers, with  �
95.6 percent indicating they regularly or occasionally give advice to their peers 
about products and services, and 92.9 percent indicating they also seek advice from 
peers before making purchases.

Because the workplace is full of conversation among peers, it presents the perfect  �
environment to create buzz for product introductions and new store openings. 
While taking a break from work, at-work consumers are likely to socialize with 
co-workers as 67.8 percent indicate they do so. 42.2 percent also indicate they 
communicate with friends and family during the workday.18

DEMOGRAPHIC FACTORS
Another uncontrollable variable in the external environment�also extremely important 
to marketing managers�is demography, the study of people�s vital statistics, such as 
their age, race and ethnicity, and location. Demographics are significant because the 
basis for any market is people. Demographic characteristics are strongly related to 
consumer buyer behavior in the marketplace.

Population19

The most basic statistic of all is population because people are directly or indirectly the 
basis of all markets. The U.S. population is now slightly above 300 million. But it is the 
400 million milestone, which the United States will reach in about 30 to 35 years, that 
has demographers and economists really talking. Those additional 100 million people, 
many of them immigrants, will replace aging baby boomers in the workforce, fill the 
Social Security coffers, and, in all likelihood, keep the economy vital and life interest-
ing. But they also will further crowd cities and highways, put new strains on natural 
resources, end the majority status of whites, and probably widen the gulf between 
society�s haves and have-nots.

With about 86 people per square mile nation-wide now, the United States would 
seem to have plenty of room for more. Even after the next 100 million people are 
added, the United States still will have one-sixth the density of Germany, whose popula-
tion is expected to stop growing within a few years. But those averages hide disparities 
that could prove worrying. Even as it grows, the population is increasingly concentrat-
ing in just a dozen or so states, such as Florida, Texas, North Carolina, and Colorado. 
North Dakota is losing population, Ohio is adding a mere 20,000 people a year, and 
heartland states like Kansas and Nebraska average fewer than 14 households per square 
mile. The economic downturn of 2007�2009 has resulted in more people staying put. 
The housing slump has made it harder to sell a home, so homeowners who would like 
to relocate will find it more difficult to do so.20

More than half the population lives within 50 miles of the coasts. In the next 
decade, an additional 25 million people�half the total population increase�will 
join them there. That concentration of population is likely to result in megacities of 

3

demography
The study of people�s vital statistics, 
such as their age, race and 
ethnicity, and location.
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25 million or more as people head to them for jobs. Economists predict that 
market forces eventually will shift some of the U.S. population back to inte-
rior states where housing is cheaper, land is more abundant, social services 
are less stressed, and labor is cheaper for businesses.

We turn our attention now to a closer look at age groups, their impact, and 
the opportunities they present for marketers. The cohorts have been given the 

names of tweens, Generation Y, Generation X, and baby boomers. You will find 
that each cohort group has its own needs, values, and consumption patterns.

Tweens
They watch cable channels designed just for them, they cruise the Net 
with ease, they know what they want�and often get it. They are America�s 
tweens (today�s pre- and early adolescents, ages 9 to 14), a population of 
more than 20 million. With attitudes, access to information, sophistication 
well beyond their years, and purchasing power to match, these young con-

sumers spend over $21 billion annually. If one adds in the amount  parents 
spend on tweens, the total spending is estimated as high as $300 billion.21

Tweens� styles don�t reflect those of their parents. They want their own look. And 
parents spend about $230 per tween on back-to-school clothes to give them just that.22 
In fact, there is now a clothing line just for the girl tween called �It Chick.� It Chick 
clothing includes sparkly tank tops, dressier tops with satin-bow detailing, and cool, retro 
roller-skate T-shirts. Denim skorts, leggings, and gauchos are also part of the  collection. 
Abercrombie stores, the tween version of Abercrombie & Fitch, features loud, thumping 
music, blowup posters of young girls and boys, and clothing just for preteens. Clothes 
are not the only product area that has caught the eye of �tween marketers.� Cell phone 
usage by tweens will be the industry�s biggest growth area through 2011. This will be a 
financial windfall for the carriers because tweens like text messaging.23

Tweens overwhelmingly (92 percent) recognize television commercials for what 
they are��just advertising.� About three-quarters regard billboards and radio spots as 
paid advertising, and about half recognize promotional mediums such as product place-
ments on television shows.24

What is really important to tweens? Research found the following (in order of 
importance):  being happy, getting along with family, getting good grades, being 

healthy, the school he or she goes to, and being good with money. Parents of tweens 
had generally the same rankings, except they were much more likely than their 
tweens to mention �getting lots of sleep� and �eating right.�25

Tweens are not the youngest market that is growing in importance. Pre-
tweens, ages 6�9, are moving beyond Chuck E. Cheese. For example, every 
treatment chair at Peaches & Cream Spa is filled. Feet are buffed, nails meticu-
lously polished, and shoulders massaged with hot stones as the sound of female 
voices fills the room with intense discussion on the issues du jour�which, 
at the moment, includes speculation on who among them owns the most 
My Little Pony toys. The clients are all pre-tweens. They are attending a 
�princess spa birthday party.�26

Teens
There are approximately 25 million teens in the United States, and they 

spend about $195 billion annually. They spend approximately 72 hours 
per week tuned in electronically. This includes TV, Internet, music, video 
games, cell phones, and text messages. Many teens participate in online 
social networks such as MySpace, which has 70 million unique visitors each 
month. Fully 68 percent of teens have created profiles on MySpace, Zanga, 
or Facebook.27

The average teen may spend 11.5 hours a week online, but not everything 
is more appealing to teens in an online format. When asked a series of �would 

Tweens
Ages 9�14
Pop. 20 million
Spend over $21 billion/year
Heavy buying influence on parents
Biggest growth area: cell phone usage
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Ages 13�19
Pop. 25 million
Spend $195 billion/year
Two-thirds go to a mall once/week.
90 percent engage in on-demand media/
entertainment.
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you rather� questions, teens chose reality over virtual reality in many aspects of their 
lives. Given the choice, teens would rather have real friends (91 percent) than online 
friends (9 percent), date someone from school (87 percent) than someone from the 
Internet (13 percent), and shop in a store (82 percent) than shop online (18 percent). 
Even though teens prefer real stores, they do shop online (58 percent). On average, 
teens who make a purchase online are spending $46 per month, and 26 percent of 
teens are spending $50 or more. Clothes and music are the two most popular online 
purchases, followed by books and electronics.28

Recently Kohl�s launched a new line of plaid skirts and printed T-shirts, but 
they aren�t available in its 1,000 retail stores. Instead, it�s selling them on Stardoll.
com, a virtual community for teens and tweens where they can use �Stardollars��
purchased online at a nominal sum�to buy apparel for their online characters. Old-
line retailers, including Sears, JCPenney, and Nordstrom, are enticing teens to try 
virtual versions of their clothes, hoping that they will buy the real thing later on. In a 
recent experiment, JCPenney determined that 1.5 million avatars (an icon, picture, 
or 3-D model or representation of a computer user in a shared virtual reality) wore 
its clothing in one virtual world. In the same virtual community, 5 million Penney 
outfits were tried on.29

For teens, shopping has become a social sport online or at the mall. Over 62 per-
cent say that they love to shop. They patronize the big box retailers, such as Best Buy, 
and luxury brands, with little room for retailers in between. Teens love Armani, Gucci, 
and Coach. They also go to Taco Bell and drink Coke.

A few more interesting facts about teens:

The average teen or tween earns about $30.00 per week. A substantial portion of  �
their budget (43 percent) is spent on fashion.

Teens are multicultural. Four in 10 children ages 5�9 (40 percent) are non-white or  �
Hispanic, as are 38 percent of those ages 15�17.

Music and entertainment are (still) critical to everyday life. Eight in 10 teens �
 (80 percent) listen to music during their free time.

Entertainment has to be on-demand for teens. More than 90 percent engage in  �
on-demand media consumption.

Life revolves around the mall. More than two-thirds of teens go to the mall at least  �
once a week, both to shop and socialize.

It�s not all about new media. The average teen reader spends 43 minutes per day  �
reading.30

Generation Y
Those designated by demographics as Generation Y were born between 1979 
and 1994. They are about 73 million strong, more than three times as large as 
Generation X. And though Generation Y is much smaller than the baby boom, 
which lasted nearly 20 years and produced 78 million children, its members are 
plentiful enough to put their own footprints on society. Most Gen Yers are the 
children of baby boomers and hence are also referred to as �echo boomers,� or 
the �millennial generation.�

They already spend nearly $200 billion annually and over their lifetimes will 
likely spend about $10 trillion. Some have already started their careers and are 
making major purchasing decisions such as cars and homes; at the very least, they 
are buying lots of computers, MP3 players, cell phones, DVDs, and sneakers.

Researchers have found Gen Yers to be:

Impatient: �  Gen Y has grown up in a world that�s always been automated, and they�ve 
had access to computers, CD-ROMs, the Internet, DVD players, chat rooms, instant 
messaging, and the like, for as long as they can remember, so it�s no surprise that 
they expect things to be done now.

Gen Y
Born between 
1979�1994
Pop. 73 million
Spend $200 billion/
year
Family-oriented, time 
managers
Most ethnically 
diverse generation
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People born between 1979 and 
1994.
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Family-oriented: �  Unlike Gen X before them, overall Gen Yers had relatively stable 
childhoods. They also grew up in a very family-focused time when even big com-
panies strived to become more family- and kid-friendly. It�s the generation that 
inspired spin-off stores like babyGap and the makeover of Las Vegas into a family 
vacation destination.

Inquisitive: �  Knowing more than their parents about computers and technology has 
always been a source of pride for the echo boomers. It�s led to a natural inquisitive-
ness that many still possess. They want to know why things happen, how things 
work, and what they can do next.

Opinionated: �  From the time they were children, Gen Yers have been encouraged 
by their parents, teachers, and other authority figures to share their opinions. That�s 
translated to a group who feel that their opinions are always needed and welcomed.

Diverse: �  This is the most ethnically diverse generation the nation has ever seen, and 
many don�t identify themselves as being only one race. Consequently, they�re much 
more accepting overall of people who are different from themselves.

Time managers: �  Their entire lives have been scheduled�from playgroups to soccer 
camp to Little League. So, it�s no surprise that they�ve picked up a knack for plan-
ning along the way.

�Street Smart�: �  The term isn�t used in the literal sense, but simply means that these 
young people have seen a lot. With the Internet and 24-hour cable TV news expos-
ing them to recounts of violence, war, and sexuality at a young age, they�re not 
easily shocked. They�re much more aware of the world around them than earlier 
generations were.31

Connected � : Fifty-four percent use social networking sites like MySpace or 
Facebook; 44 percent have created profiles featuring photos, hobbies, and 
 interests.32

Gen Yers care about the environment. They will often seek out �green� products. 
They also look to brands for information about the environment. In the case of Honest 
Tea, many applauded the brand�s decision to go to plastic after it was explained via 
its packaging that less fuel is used to ship plastic than the heavier glass bottles. The 
favorite green brands of Gen Yers are:  Whole Foods, Trader Joe�s, Toyota, Honda, and 
Google.33

Generation X
Generation X�people born between 1965 and 1978�consists of 40 million consum-
ers. It was the first generation of latchkey children�products of dual-career households 
or, in roughly half of the cases, of divorced or separated parents. Gen Xers have been 
bombarded by multiple media since their cradle days; thus, they are savvy and cynical 
consumers.

Gen Xers, now in their 30s and 40s, are reaching the age where they are sending 
their kids off to college. Gen Xers tend to be more protective and involved with their 
kids than were the baby boomer generation. They highly value the importance of edu-
cation. Sixty-three percent say they began planning for their kids� college education in 
elementary school or earlier.34

Although Gen Xers are buying homes and spending money to decorate and 
 renovate them, most companies still ignore them, focusing instead on the larger 
 demographic groups�baby boomers and Gen Y. However, some furniture retailers, 
such as Williams-Sonoma�s Pottery Barn and Crate & Barrel, target Gen Xers who 
want to mix and match different styles. Ethan Allen is now attracting Gen Xers with 
its new TV ads. Williams-Sonoma also appeals to more Gen Xers with West Elm, 
its newer furniture concept, which offers edgier designs and lower prices than those 
found at Pottery Barn.

Gen Xers are avid buyers of the latest clothes, technology, and recreational  products. 
Now that they have advanced in the corporate world, they are demanding certain 

Gen X
Born between 1965�1978
Pop. 40 million
65 percent report no retail brand 
loyalty.
Want reliability and authenticity
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People born between 1965 and 
1978.
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values from the retailers that they patronize. Gen Xers want frankness, client service, 
 reliability, and authenticity. If retailers aren�t true to their word, they quickly lose their 
Gen X customer.35

Gen Xers are careful shoppers when it comes to home furnishings. Some 31 percent 
of Gen Xers polled said they checked at least four stores before buying, and 65 percent 
held no loyalty to any retail brand (only 13 percent did) while 41 percent said they�d 
shop at any store �that had a good deal.� Asked what furniture brands come immedi-
ately to mind, the largest bloc of respondents (35 percent) said �none,� and 70 percent 
cited brand as the least important factor in buying.36

Researchers have found that a male Gen X traveler is more likely than a boomer to 
pick a hotel with a sports bar. But the pub must be genuine and the workout room cut-
ting edge. So, Holiday Inn Select is adding Sporting News Grill restaurants and Fitness 
by Nautilus workout centers to its offerings. In-room amenities will include Wolfgang 
Puck coffee, Moen showerheads, and Garden Botanika bath products.

A study of over 5,000 Gen Xers in 17 countries determined that their favorite brands 
were:  Google (88 percent), Sony (76 percent), Nokia (69 percent), and BMW (66 
percent).37 Why does tailoring the merchandise to particular age groups matter? One 
reason is that each generation enters a life stage with its own tastes and biases, and tai-
loring products to what customers value is key to sales.

Baby Boomers�America�s Mass Market
When Vespa motor scooters came puttering back into the U.S. market in 2000 after a 
15-year absence, managers at the Italian company figured their biggest customers would 
be twentysomethings looking for a cheap way to get around. But executives at Piaggio, 
Vespa�s parent company, noticed something odd as they scootered back and forth to 
their Manhattan offices: The most enthusiastic sidewalk gawkers were often aging baby 
boomers who remembered the candy-colored bikes from their youth. It turns out that 
boomers have lost none of their affection for Vespa. Better yet, now they can afford to 
buy top-of-the-line models with all the trimmings. Much to the company�s surprise, 
consumers age 50 and older now buy a quarter of the scooters Vespa sells in the United 
States. In fact, the average U.S. head of household is now nearly 50 years old (49.5 
years).38 More than 80 percent of the growth in the number of households between 
2008 and 2013 will be among those headed by people 55 and older.39 The oldest region 
of the country is New England and the youngest is the West Coast. Diversity drives a 
lower average age of a region.

There are 77 million baby boomers (persons born between 1946 and 1964), 
making them the largest demographic segment in the population today. The old-
est have already turned 60. With average life expectancy at an all-time high of 77.4 
years, more and more Americans over 50 consider middle age a new start on life. 
Fewer than 20 percent say they expect to stop work altogether as they age. Of those 
who plan to keep working at least part-time, 67 percent said they�ll do so to stay 
mentally active, and 57 percent said to stay physically active. People now in their 50s 
may well work longer than any previous generation.40 The economic downturn of 
2007�2009 has resulted in baby boomers� savings and housing values declining very 
rapidly. As a result, boomers are postponing retirement. It is estimated that boomers 
lost over $2 trillion in the 2008 stock market meltdown.41 Only 23  percent of persons 
over 55 years old have more than $250,000 in savings and investment.42

Many marketers believe that consumers� brand preferences are locked in by age 
40. That might have been true for previous generations, but today�s over-50 crowd is 
just as likely, and in some cases more likely, as everyone else to try different brands 
within a product category. According to Yankelovich, Inc., 33 percent of consumers 
older than 50 agree that it�s �risky� to buy an unfamiliar brand. That�s less than the 
36 percent of respondents aged 16 to 34 and only a little more than the 30 percent 
of people aged 35 to 49 who agree with that notion.43 In some categories such as 
cosmetics and electronics, older consumers are even more willing to brand-hop than 
younger ones.

Baby Boomers
Born between 1946�1964
Pop. 77 million
Fewer than 20 percent expect to 
stop working.
Heavily rely on word-of-mouth 
 promotion
Account for 60 percent spent on 
consumer goods
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Procter & Gamble�s Cover Girl brand, which depends on women older than 55 for 
about 20 percent of its sales, has just launched its first line of makeup aimed at older 
women. The name of the product, Advanced Radiance Age-Defying makeup, hints that 
advancing age can be pretty. And although ads still show a stunningly gorgeous face, 
that face belongs to an older woman�55-year-old former supermodel Christie Brinkley.

Baby boomers are not a monolithic group. A recent lifestyle study divided this huge 
market into four segments:

�Looking for balance� boomers: �  About one-quarter of boomers (27 percent) fall into 
this very active and busy segment. They represent an excellent market for compa-
nies that can offer them time-saving products and services. Though money is impor-
tant, saving time is equally important to this segment. Companies engaged in travel-
related businesses and food-service businesses will find key opportunities here.

�Confident and living well� boomers: �  Confident and living well boomers represent 
23 percent of all boomers. They have the highest incomes of all the segments and 
relish the chance to be the first to purchase a new product or service. They are tech-
nologically oriented and care about what is stylish and trendy. They are the most 
active boomers, and travel is one of their favorite interests. Marketers offering luxury 
goods and services will find prime boomer prospects here.

�At ease� boomers: �  At ease boomers represent 31 percent of all boomers. They are at 
peace with themselves and do not worry about the future, job security, or financial 
security. They express the least interest in luxury goods and services and don�t travel 
much. They are the most home-centric and family-oriented segment of the boom-
ers. Marketers of traditional household products and services will find this group of 
boomers most receptive to their offerings. New products and innovations are least 
likely to appeal to this group. Established and trusted brand names will resonate 
most strongly with this boomer segment.

�Overwhelmed� boomers: �  As the smallest segment of the boomer population, over-
whelmed boomers represent less than 20 percent of boomers. This group has the 
lowest income of all the segments. They worry about the future and their financial 
security. This segment is also the least active, and health is a big concern for them. 
They are also the least social boomers, spending little time with family and friends. 
These boomers are also far less accepting of technology and are well below average 
on using electronic, digital, and tech products.44

Baby boomers, because of the sheer size of the market segment, account for 60 
percent of all shopping dollars spent on consumer packaged goods.45 Baby boomers are 
also heavily involved in word-of-mouth promotion. When fellow boomers ask them for 
advice on products and services, 89 percent of them deliver it. And they are likely to 
seek such a recommendation approximately 90 times per year. Moreover, 93 percent of 
baby boomers trust their friends for information.46 Nevertheless, marketers spend count-
less hours trying to create promotional messages that will resonate with boomers. Here 
are a few examples:

 Connecting with boomers� sense of themselves as  �
trailblazers. At every stage of their lives, boomers 
have challenged the status quo. Brands that convey a 
totally new benefit will appeal to boomers� inherent 
desire to break from the norm. American Express�s 
Ameriprise financial services division expresses it 
well: �You changed everything that came before 
you. That was you then � that�s still you now.�

 Focusing on their lives, not their ages. �  Boomers 
don�t need to be reminded of how old they are 
getting. Rather than stress their age, Centrum 

Silver uses advertising to reflect older consum-
ers� passion to continue doing the things 

they love.

Age 1979�1994
73 million

Gen Y

9 to 14 yrs
20 million

13 to 19 yrs
25 million

Tweens Teens

1965�1978
40 million

Gen X

1946�1964
77 million

Baby Boom

R E V I E W   L E A R N I N G  O U T C O M E

Explain the importance to marketing 
managers of current demographic trends

3
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Linking the brand with a major life event. �  Bayer Aspirin�s �Do More� 
effort builds an emotional bond by telling the story of someone who �had 
a heart attack and lived�; that�s why the person is committed to Bayer.

Knowing that boomers are jaded students of ads. �  Boomers are idealists, 
but they grew up with TV ads, and are skeptical of empty promises. 
The Dove campaign that shows real-looking women instead of models 
is not just relatable; it preempts boomers� suspicions about exagger-
ated beauty claims.47

GROWING ETHNIC MARKETS
The minority population of the United States in 2008 reached 101 
 million. About one in three U.S. residents is a minority. To put this into 
perspective, there are more minorities here today than there were people 
in the United States in 1910. In fact, the minority population in the 
United States is larger than the total population of all but 11 countries.48 
Whites will comprise less than half of the U.S. population by 2042.49

The Asian population will continue to increase because of immigration 
and higher birthrates, and the non-Hispanic black population will increase 
mostly because of higher birthrates. In 2050 the share of the black popula-
tion will have increased by one percentage point to 14 percent; Asians will 
rise to about 9 percent from 5 percent today.50 But it is the Hispanic popula-
tion that is driving minority growth. The total U.S. population is projected 
to grow to 439 million by 2050, and most of that growth will come from 
Hispanics, (see Exhibit 4.1). By 2050 about one in three U.S. residents will 
be Hispanic. While immigration continues to be a driver of the growing 
Hispanic population, for the past several years most of the growth has come from births.51

Four states and the District of Columbia (68 percent) are majority-minority. The 
states are Hawaii (75 percent), New Mexico (57 percent), California (57 percent), and 
Texas (52 percent).52 Counties around Denver, Las Vegas, and Orlando will all have 
majority-minorities by 2010.

In 2009, Hispanics wielded more than $1 trillion in spending power, an increase of 
345 percent since 1990. In that same year, African Americans� spending topped $921 
billion, and Asian Americans� spending power soared over 400 percent since 1990, to 
$526 billion�far outpacing total U.S. growth in buying power.53

Companies across the United States have recognized that diversity can result in bottom-
line benefits. More than ever, diversity is emerging as a priority goal for visionary leaders 
who embrace the incontestable fact that the United States is becoming a truly multicultural 
society. Smart marketers increasingly are reaching out and tapping these 
growing markets. Recently, Pepsi attributed one percentage point of its 7.4 
percent revenue growth, or about $250 million, to new products inspired 
by diversity efforts. Those products included guacamole-flavored Doritos 
chips and Gatorade Xtremo, aimed at Hispanics, and Mountain Dew 
Code Red, which tends to appeal to African Americans.54

Marketing to Hispanic Americans
The term Hispanic encompasses people of many different back-
grounds. Nearly 60 percent of Hispanic Americans are of Mexican 
descent. The next largest group, Puerto Ricans, make up just under 
10 percent of Hispanics. Other groups, including Central Americans, 
Dominicans, South Americans, and Cubans, each account for less 
than 5 percent of all Hispanics.

4

2008 2050

66%
13%

5%

15% 1%

46%

14%

9%

30%

1%

black asian otherwhite hispanic

Source:  U.S. Census Bureau.
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Rocawear apparel was launched by hip-hop 
artist "Jay-Z." The company’s marketing strat-
egy is designed to show the target customer 
that the brand is "not merely on the pulse" but 
"creates the pulse"�an appeal to a "street 
savvy" "urban" customer interested in a hip 
lifestyle brand.
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The diversity of the Hispanic population and the language differences create many 
challenges for those trying to target this market. Hispanics, especially recent immigrants, 
often prefer products from their native country. Therefore, many retailers along the south-
ern U.S. border import goods from Mexico. In New York City, more than 6,000 bodegas 
(grocery stores) sell such items as plantains, chorizo (pork sausage), and religious candles 
to Puerto Rican Americans. The bodegas also serve as neighborhood social centers. Fresh 
produce is usually very important to Hispanics because of the tradition of shopping every 
day at open-air produce markets in their native country.

In general, Hispanics tend to be very brand loyal, but they often are not aware of 
many mainstream U.S. brands. Instead, many Hispanics are loyal to the brands found in 
their homeland. If these are not available, Hispanics will choose brands that reflect their 
native values and culture. This preference for brands from home has helped Mexico�s 
Jarritos become one of the fastest-growing soft drinks in the United States. Yet until 
recently it was una marca desapareciendo�a dying brand. Despite having name recog-
nition in its homeland that rivaled that of Coca-Cola, the 55-year-old soda was losing 
ground to imported U.S. rivals. So parent company Novamex boldly crossed the bor-
der. In the past few years, it has moved onto the competition�s turf with marketing that 
speaks to Mexican Americans� thirst for the good old days. Today, Jarritos�s 11 flavors 
are sold in more than 50,000 U.S. outlets.55 

Wal-Mart has been the largest retailer in Mexico since 2000. But until recently, 
it has taken a low-key approach to targeting Hispanics in the United States. Now the 
world�s largest retailer is stepping up efforts to attract America�s fastest-growing immi-
grant group. In 2004, Wal-Mart began printing its monthly ad circulars in English and 
Spanish. It also launched its own Hispanic magazine, called Viviendo (Living), which it 
distributes free at 1,300 stores heavily shopped by Hispanics. The glossy quarterly maga-
zine features profiles of Latino leaders and celebrities next to ads highlighting Wal-
Mart�s expanding line of products and services geared toward Hispanics.

In another move, Wal-Mart recently teamed up with Sprint to offer a new prepaid 
wireless service expressly targeted to Hispanics. Wal-Mart is also stocking a line of bath-
room and tabletop accessories from New York restaurateur and cookbook author Zarela 
Martinez, whose designs are inspired by Mexican folk art and culture. And Wal-Mart�s 
three-year-old financial-services department offers cut-rate fees on money wire transfers, 
a big lure for immigrants who support family back home.56

Sprint recently teamed up with Juanes, a popular Columbian rocker. Sprint 
will sponsor concerts and provide the technological backdrop for mobile music and 
video, and a series of �mobisodes� featuring an exclusive behind-the-scenes look at 
the recording of his music video. Purchases of a Sprint Power Vision phone get a vir-
tual backstage pass.57 The campaign features in-store promotions in major Hispanic 
markets.

About 68 percent of U.S. Hispanics have home Internet access and 42 percent shop 
online.58 Hispanics who use the Internet are, on average, much younger than the gen-
eral online population. Sixty-three percent of Hispanics who have Internet access use 
the Web to look for information, rather than to play games or hang out in chat rooms, 
versus 52 percent of the general population.59 Kraft Foods has realized that the Net 
is a good way to connect with Hispanics. The company launched www.comidakraft.
com, where Hispanics can share or post their recipes online, through what�s called the 
Recipe Connection. The Recipe Connection page encourages Hispanic consumers to 
submit a favorite recipe containing at least one Kraft food product, �perhaps one that 
has been passed down in your family or an original creation from your own kitchen.� 
Many of the recipes later appear in the magazine, comida y familia, a Spanish-language 
recipe index published by Kraft.

Marketers have found that simply having TV programs in Spanish is not sufficient 
to attract the target market. It must also be meaningful to their culture. Previously, 
MTV en Espaæol was just that�traditional MTV in Spanish. The program today is 
called MTV Tr3s, which is bilingual (subtitles appear in Spanish when English is 
spoken) and features shows like Quiero Mis Quinces, about quinceaæera (15th birthday) 
parties, and Pimpeando, about car culture.
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Marketing to African Americans
Many firms are creating new and different products for the African American market. 
Often entrepreneurial African Americans are the first to realize unique product oppor-
tunities. For example, when Yla Eason couldn�t find an African American superhero 
doll to buy for her son, she founded Olmec Corporation. Now this New York�based 
toy manufacturer is a $2 million company, marketing more than 60 kinds of African 
American and Hispanic dolls. Eason has a distribution partnership with Hasbro.

Several companies owned by African Americans�such as Soft Sheen, M&M 
Johnson, and ProLine�target the African American market for health and beauty aids. 
Huge corporations like Revlon, Gillette, and Alberto-Culver have either divisions or 
major product lines for this market as well. Alberto-Culver�s hair-care line for this seg-
ment includes 75 products. In fact, hair-care items are the largest single category in 
the African American health and beauty aid industry. Maybelline with its Shades of 
You product line has the largest share (28 percent) of the African American health and 
beauty aid market.

Allstate has been targeting black consumers for several decades. Each year it spends 
more of its advertising budget to reach the African American market. Allstate offers The 
Black Enterprise African American Travel Guide and gives away Allstate-branded hand 
fans, extolling Allstate�s aid to black families, at churches with predominantly black con-
gregations. The African American twist Allstate adds to its �You�re in good hands . . .� 
tagline is the connotation, �Only Allstate respects you enough to give you the insurance 
experience you truly deserve.�60

There are few differences between African American and non-African American 
households when it comes to shopping at grocery, mass merchandisers (JCPenney, 
Sears), and warehouse club stores. A much larger proportion of African American con-
sumers shop at convenience-oriented formats such as drug, dollar, and convenience/gas 
stores. Nearly half (46 percent) of African American households shop at beauty supply 
stores�almost three times the rate for non-African American households.  Automotive 
supply stores and electronic stores follow beauty stores as the most popular alternative 
channels for African American consumers.61

African American consumers create a wide range of possibilities for marketers in 
various industries:

Food & Beverage: �  3.9 million black consumers spend $150 or more per week on 
groceries.

Health & Fitness: �  7.6 million African Americans said they exercise regularly at 
home, which opens up possibilities for marketers of exercise equipment.

Clothing: �   African American men and women represent 22 percent and 26 percent 
of all suit-buyers, respectively.62

Black media continue to offer advertisers access to African-American  consumers, 
who nevertheless also share many of the mainstream media preferences of other 
American viewers and readers:

Television is a top source of media consumption, with 4 in 10 households contain- �
ing 4 or more televisions.

Spending on magazines is 6 percent more than the national average. �

Radio and newspapers are less popular than the average. �

Internet use was 41 percent in 2008; by 2012 penetration in the African American  �
community is expected to reach 62 percent.63

The promotional dollars spent on African Americans continue to rise, as does the 
number of black media choices. BET, the black cable TV network, has over 80 mil-
lion viewers. The 40-year-old Essence magazine reaches one-third of all black females 
ages 18 to 49. But radio holds a special appeal. African Americans spend considerable 
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time with radio (an astounding 4 hours a day versus 2.8 hours for other groups), and 
urban audiences have an intensely personal relationship with the medium. ABC Radio 
Network�s Tom Joyner reaches an audience of more than 8 million in 115 markets, and 
Doug Banks is heard by 1.5 million listeners in 36 markets. Pepsi used radio to raise 
the level of Mountain Dew awareness and its market share in urban markets. Artists like 
Busta Rhymes personify the image of Mountain Dew and create the lyrics and the vibe 
that sells the product.

Coca-Cola recently used the TV program American Idol to target black consum-
ers. The new ads, entitled �Timeline,� feature a series of milestones in black history 
complemented by images that illustrate the progression of the Coca-Cola contour bottle 
over time. ��Timeline� pays respect to the many incredible contributions that African 
Americans have made to culture, science, and community,� said Anne Sempowski 
Ward, assistant vice president, African American Marketing, Coca-Cola North America. 
�This special salute honors the past and inspires optimism for the future, and reminds 
people that Coca-Cola was there to celebrate these landmark achievements.�64

The election of President Obama has given hope and motivation to several genera-
tions of African Americans. Young people are realizing that hard work and good educa-
tion can create opportunities once thought not possible. Recent research shows that 
more African Americans than ever before are achieving the American dream. In 2009, 
there were 2.4 million African Americans earning more than $75,000 annually.65 Some 
of the characteristics of this group are:

Affluent African Americans most often read the newspapers �  The New York Times 
and The Wall Street Journal, as well as the magazines BusinessWeek, Newsweek, Jet, 
and The Economist.

50 percent go out for fine dining and more than 25 percent go to clubs/bars at least  �
once a week.

More than 20 percent go clothes shopping at least once a week. Men focus their  �
fashion spending on career wear, casual wear, and shoes, while women spend on 
purses and shoes.

75 percent shop in higher-end, specialty department stores, and 66 percent shop in  �
traditional department stores. Outlets and �last chance� stores also are popular desti-
nations, suggesting that even affluent shoppers look for bargains.

More than 10 percent travel on business at least once a week and about one quarter  �
shop during business travel.

More than 70 percent have a passport and have used it on international travel in the  �
past year. About one-third travel internationally at least three times a year and one-
tenth travel internationally at least every other month.

While more than 60 percent have gym or fitness center memberships and one-third  �
have home gyms, nearly 40 percent wish they were doing more to stay fit.66

Marketing to Asian Americans
Asian Americans, who represent only 4.2 percent of the U.S. population, have the high-
est average family income of all groups. At $66,500, it exceeds the average U.S. house-
hold income by more than $10,000. Forty-eight percent of all Asian Americans have at 
least a bachelor�s degree.67

Because Asian Americans are younger, better educated, and have higher incomes 
than average, they are sometimes called a �marketer�s dream.� Not only is their purchas-
ing power expected to grow, but as a group, Asian Americans are more comfortable with 
technology than the general population is. They are far more likely to use automated 
teller machines, and many more of them own the latest electronic gear, such as the 
iPhone. Of those Asian Americans who use the Internet, 52 percent bank online.68

A number of products have been developed specifically for the Asian American mar-
ket. For example, Kayla Beverly Hills salon draws Asian American consumers because 
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the firm offers cosmetics formulated for them. Anheuser-Busch�s agricultural products 
division targets the Asian American market with eight varieties of California-grown rice, 
each with a different label, to cover a range of nationalities and tastes.

Cultural diversity within the Asian American market complicates promotional efforts. 
Some of the major cultural differences among key groups of Asian Americans are:

CHINESE �
Largest Asian American segment

 Four distinct geographic areas in Chinese category: Taiwan, Hong Kong, People�s 
Republic of China, and Southeast Asia
Two major dialects: Mandarin and Cantonese
May be cautious in personal and business dealings
Tend to be price-conscious
Embrace idea of planning for long term
Strong emphasis on family and education

FILIPINO �
Second largest Asian American segment
High rate of U.S. acculturation due to English competency
Heritage/cultural values that are similar to Hispanic culture
Strong sense of family and community preservation
Highly religious (predominately Roman Catholic)

ASIAN INDIAN �
Third largest Asian American segment

 Speak many different languages, and come from a variety of Indian 
cultural and religious backgrounds
National heritage, culture, and values very important
Extreme emphasis on education
Highly price-/value-conscious
Very loyal to strong brands
 Respond best to advertising in English, with Indian national cultural values woven 
in seamlessly

VIETNAMESE �
Fourth largest Asian American segment
Large number of immigrants were refugees
Quality-conscious and value seekers
Strong political beliefs
Extremely strong tendency for cultural and community preservation
Strong emphasis on family and education

KOREAN �
Fifth largest Asian American segment
 Most homogeneous of top Asian subgroups, with the majority of Korean 
Americans coming from similar socioeconomic backgrounds in Korea
 Most likely of all Asian American segments to have immigrated as complete 
family units
May be more emotional in decision making
Prefer name brands to lower prices
Strong emphasis on family and education

JAPANESE �
Sixth largest Asian American segment
 Highest percentage of U.S.-born individuals of any Asian American segment 
(due to waves of immigration dating back to the mid-1800s)
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 A critical mass of Japanese temporary residents in the United States, to establish 
a subculture; includes students, temporary workers and trainees, and expatriate 
 business families
Tend to value group consensus over individual opinion
Value name brands over price
Strong emphasis on family and education69

Although Asian Americans embrace the values of the larger U.S. population, they 
also hold on to the cultural values of their particular subgroup. Consider language. 
Many Asian Americans, particularly Koreans and Chinese, speak their native tongue 
at home. Filipinos are far less likely to do so. Cultural values are also apparent in the 
ways different groups make big-ticket purchases. In Japanese American homes, the 
husband alone makes the decision on such purchases nearly half the time; the wife 
decides only about 6 percent of the time. In Filipino families, however, wives make 
these decisions a little more often than their husbands do, although by far the most 
decisions are made by husbands and wives jointly or with the input of other family 
members.70

Asian Americans like to shop at stores owned and managed by other Asian 
Americans. Small businesses such as flower shops, grocery stores, and appliance stores 
are often best equipped to offer the products that Asian Americans want. For example, 
at first glance the Ha Nam supermarket in Los Angeles�s Koreatown might be any other 
grocery store. But next to the Kraft American singles and the State Fair corn dogs are 
jars of whole cabbage kimchi. A snack bar in another part of the store cooks up aromat-
ic mung cakes, and an entire aisle is devoted to dried seafood.

One American food product held in high esteem in Asia is Hormel�s canned meat 
product, Spam (no, not what you receive in your e-mail inbox). In South Korea, wed-
ding couples are said to have a long and prosperous life if they receive a wedding pack 
of Spam. In Hawaii, Spam is sold at McDonald�s restaurants, and travel agents send 
tours packed with Hawaiian residents on annual pilgrimages to the Spam Museum in 
Austin, Minnesota.71

United States overall

Native
American

0.6%

Hispanic
American

15%

Caucasian
66%

Other
0.4%

African American
13%

Asian
American

5%

Ethnicity Multi-
culturalism

All groups equally represented in given area.

R E V I E W   L E A R N I N G  O U T C O M E

Explain the importance to marketing managers of 
multiculturalism and growing ethnic markets 

4
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Ethnic and Cultural Diversity
Multiculturalism occurs when all major ethnic groups in an area�such as a city, county, 
or census tract�are roughly equally represented. Because of its current demographic 
transition, the trend in the United States is toward greater multiculturalism.

San Francisco County is the most diverse county in the nation. The proportions of 
major ethnic groups are closer to being equal there than anywhere else. People of many 
ancestries have long been attracted to the area. Elsewhere, however, a careful examina-
tion of the statistics from the latest U.S. Census Bureau reveals that the nation�s minor-
ity groups, especially Hispanics and Asians, are heavily clustered in selected regions and 
markets. Rather than witnessing the formation of a homogeneous national melting pot, 
we are seeing the creation of numerous mini-melting pots, while the rest of America 
remains much less diverse.

In a broad swath of the country, the minority presence is still quite limited. 
America�s racial and ethnic patterns have taken on distinctly regional dimensions. 
Hispanics dominate large portions of counties in a span of states stretching from 
California to Texas. Blacks are strongly represented in counties of the South as well as 
selected urban areas in the Northeast and Midwest. The Asian presence is relatively 
small and highly concentrated in a few scattered counties, largely in the West. And 
Native Americans are concentrated in select pockets in Oklahoma, the Southeast, the 
upper Midwest, and the West. Multiethnic counties are most prominent in California 
and the Southwest, with mixes of Asians and Hispanics, or Hispanics and Native 
Americans.

ECONOMIC FACTORS
In addition to social and demographic factors, marketing managers must understand 
and react to the economic environment. The three economic areas of greatest concern 
to most marketers are consumers� incomes, inflation, and recession.

Consumers� Incomes
As disposable (or after-tax) incomes rise, more families and individuals can afford the 
�good life.� In recent years, however, U.S. incomes have risen at a rather slow pace. 
After adjustment for inflation, the median household income in the United States in 
2008 was projected to be approximately $49,000. This means half of all U.S. house-
holds earned less and the other half earned more.72

Education is the primary determinant of a person�s earning potential. For example, 
only 1 percent of those with only a high school education earn over $100,000 annu-
ally. By comparison, 13 percent of college-educated workers earn six figures or more.73 
Along with �willingness to buy,� or �ability to buy,� income is a key determinant of tar-
get markets. A marketer who knows where the money is knows where the markets are. 
If you are seeking a new store location for Dollar General, a retail chain that caters to 
lower-income consumers, you would probably concentrate on the South and Midwest 
because most households with annual incomes of less than $45,000 are concentrated in 
these areas.

The U.S. Census Bureau normally deals in very big numbers; for example, the rich-
est 1 percent of the households (719,910 of them) have an average annual income of 
$364,657.74 Sometimes, however, the Census Bureau puts the U.S. economy under a 
microscope. Here are a few key findings from the most current census.

In ranking larger American cities, the Census Bureau found San Jose, California,  �
and Plano, Texas, had the highest median incomes, at around $71,000, while 
Miami and Cleveland had the lowest, with median incomes below $25,000.

5

multiculturalism
When all major ethnic groups in 
an area�such as a city, county, or 
census tract�are roughly equally 
represented.
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Cleveland also had the highest poverty rate for big cities at 32.4 percent, followed  �
closely by Detroit, two cities suffering from the downturn in the American automo-
bile industry and manufacturing.

Camden, New Jersey, a city struggling with crime, had a poverty rate of 44 percent,  �
the highest number among small-to-midsize cities�but so, too, did College Station, 
Texas, home of Texas A&M University.

Among counties with populations of more than 250,000, the three where  �
the households had the highest median incomes were in suburban Washington, 
D.C.�Loudoun and Fairfax counties in Virginia and Howard County in Maryland.

The ratio of single men to single women between ages 15 and 44 last year was  highest  �
in Nevada (120.2 per 100 women), North Dakota (120.1) and Alaska (118.9). It was 
lowest in the District of Columbia (93.4).75

Purchasing Power
Rising incomes don�t necessarily mean a higher standard of living. Increased stan-
dards of living are a function of purchasing power. Purchasing power is measured 
by comparing income to the relative cost of a set standard of goods and services 
in different geographic areas, usually referred to as the cost of living. Another way 
to think of purchasing power is income minus the cost of living (i.e., expenses). 
In general, a cost of living index takes into account housing, food and groceries, 
transportation, utilities, health care, and miscellaneous expenses such as clothing, 
services, and entertainment. Homefair�s salary calculator uses these metrics when it 
figures that the cost of living in New York City is almost three times the cost of liv-
ing in Youngstown, Ohio. This means that a worker living in New York must earn 
nearly $279,500 to have the same standard of living as someone making $100,000 in 
Youngstown.

When income is high relative to the cost of living, people have more discretionary 
income. That means they have more money to spend on nonessential items (in other 
words, on wants rather than needs). This information is important to marketers for obvi-
ous reasons. Consumers with high purchasing power can afford to spend more money 
without jeopardizing their budget for necessities, like food, housing, and utilities. They 
also have the ability to purchase higher-priced necessities, for example, a more expen-
sive car, a home in a more expensive neighborhood, or a designer handbag versus a 
purse from a discount store.

Inflation
Inflation is a measure of the decrease in the value of money, generally expressed as the 
percentage reduction in value since the previous year, which is the rate of inflation. 
Thus, in simple terms an inflation rate of 5 percent means you will need 5 percent 
more units of money than you would have needed last year to buy the same basket of 
products. If inflation is 5 percent, you can expect that, on average, prices have risen by 
about 5 percent since the previous year. Of course, if pay raises are matching the rate 
of inflation, then employees will be no worse off in terms of the immediate purchasing 
power of their salaries.

In times of low inflation, businesses seeking to increase their profit margins can do 
so only by increasing their efficiency. If they significantly increase prices, no one will 
purchase their goods or services.

From November 2006 until November 2008 prices rose 7.8 percent. Wages and 
benefits did not rise as much as prices; therefore, real purchasing power fell.76 In more 
inflationary times, marketers use a number of pricing strategies to cope. (See Chapter 
20 for more on these strategies.) But in general, marketers must be aware that inflation 
causes consumers to either build up or diminish their brand loyalty. In one research 
session, a consumer panelist noted, �I used to use just Betty Crocker mixes, but now 

purchasing power
A comparison of income versus the 
relative cost of a set standard of 
goods and services in different 
geographic areas.

inflation
A measure of the decrease in the 
value of money, expressed as the 
percentage reduction in value since 
the previous year.
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I think of either Betty Crocker or Duncan Hines, depending on which is on sale.� 
Another participant said, �Pennies count now, and so I look at the whole shelf, and I 
read the ingredients. I don�t really understand, but I can tell if it�s exactly the same. So 
now I use this cheaper brand, and honestly, it works just as well.� Inflation pressures 
consumers to make more economical purchases. Nevertheless, most consumers try hard 
to maintain their standard of living.

In creating marketing strategies to cope with inflation, managers must realize 
that, regardless of what happens to the seller�s cost, the buyer is not going to pay 
more for a product than the subjective value he or she places on it. No matter how 
compelling the justification might be for a 10 percent price increase, marketers must 
always examine its impact on demand. Many marketers try to hold prices level for as 
long as is practical.

Recession
A recession is a period of economic activity characterized by negative growth. More 
precisely, a recession is defined as when the gross domestic product falls for two con-
secutive quarters. Gross domestic product is the total market value of all final goods 
and services produced during a period of time. Final goods are the end product of the 
production process, such as a car. If one counted the value of the engine, brakes, and 
seats (intermediate goods), plus the value of the car, then they would be double count-
ing. The official beginning of the 2007�2009 recession was December 2007.77 While 
the causes of the recession are very complex, it began with the collapse of inflated hous-
ing prices. Those high prices led people to take out mortgages they couldn�t afford from 
banks that should have known the money would not be repaid. By 2008, the recession 
had spread around the globe.

The declining stock market, growing unemployment, and collapsing home prices 
have taken a toll on consumer confidence. As mentioned above, many consumers 
are shifting to store brands that, on average, cost 46 percent less than manufacturers� 
brands.78 Kimberly-Clark has noticed a big decline in its potty-training pants as young 
parents leave their children in diapers longer. Diapers are cheaper than training pants. 
Procter & Gamble has seen its bargain-priced Gain detergent rise rapidly in sales. More 
consumers are using coupons than ever before.

Like Gain, some brands that help the consumer save money do very well in a 
recession. McCormick spices have shown an uptick in sales recently. This is because 
people are eating out less and cooking more at home. Similarly, snack foods such as 

Economic
Activity

Inflation LowHigh

Less
$

Recession Growth

Zero

More
$$$$

College
EducationIncome

R E V I E W   L E A R N I N G  O U T C O M E

Identify consumer and marketer reactions to the 
state of the economy5

recession
A period of economic activity 
characterized by negative growth, 
which reduces demand for goods 
and services.
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nuts and potato chips are doing well in the 
down economy. In most recessions, movies 
and theaters don�t experience a downturn in 
a recession. Consumers find escapism for a 
relatively small amount of money. Also, beer 
and wine sales tend to hold up quite well, 
but consumers don�t trade up to higher-price 
brands. Because people tend to hang on to 
durable goods longer in a recession, there is 
a greater demand for repair services, remod-
eling services, and do-it-yourself products.79 

Other things that consumers are doing to save 
money are shown in Exhibit 4.2.

Retailers and manufacturers redouble 
their efforts to cut costs during a recession. 
They often try to lower prices to attract new 
customers and hold existing ones, but also 
often cut costs simply to survive. George 
Falzon, the owner of a jewelry store, has 
been hit by high metal prices and the reces-
sion. That left him with lots of pricey display 

 bridal jewelry sitting around. So Mr. Falzon began stocking his store with different 
types of displays: faux pieces which are crafted of plated silver, with cubic zirconium 
centers. He readily tells customers that the display pieces are replicas. Since most bridal 
jewelry is special-ordered anyway, customers generally don�t mind, he says. The real 
pieces take about a week to arrive. Having lower-cost replicas serve as display pieces is 
saving Mr. Falzon about $75,000 in inventory at any given time. That means he can 
spend less than he did before and offer four times as many styles of engagement rings 
and wedding bands.80

Costco, the deep discounter, has to hold prices in line. It gets about 75 percent of 
its profits from annual membership fees. If prices get too high, members simply won�t 
renew their memberships. After Procter & Gamble announced a 6 percent price hike 
on Bounty paper towels and Charmin toilet paper, Costco bought hundreds of truck-
loads at the old price and put them into a warehouse, saving customers precious pen-
nies per roll. It has even looked into growing its own pumpkins to help preserve the 
$5.99 price tag on its store-baked pies.

Costco has even gotten vendors to redesign product packages to fit more items on a 
pallet, the wooden platforms it uses to ship and display its goods. Putting cashews into 
square containers instead of round ones decreased the number of pallets shipped by 
24,000 in 2008, cutting the number of trucks by 600. By reshaping everything from laun-
dry detergent buckets to milk jugs, Costco has needed 200,000 fewer pallets  overall.81

TECHNOLOGICAL FACTORS
Sometimes new technology is an effective weapon against inflation and recession. 
New machines that reduce production costs can be one of a firm�s most valuable 
assets. The power of a personal-computer microchip doubles about every 18 months. 
Our ability, as a nation, to maintain and build wealth depends in large part on the 
speed and effectiveness with which we invent and adopt machines that lift productiv-
ity. For example, coal mining is typically thought of as unskilled, backbreaking labor. 
But visit the Twentymile Mine near Oak Creek, Colorado, and you will find workers 
with push-button controls who walk along massive machines that shear 30-inch slices 
from an 850-foot coal wall. Laptop computers help miners track equipment break-
downs and water quality.

6

E X H I B I T  4 . 2
What Consumers Are Now Doing to Save Money

Opting to do it themselves (lawn care, house cleaning) 68 percent

Turning the thermostat down or up 65 percent

Eating out less often 59 percent

Buying fewer new clothes 59 percent

Fixing  items that are broken versus replacing them 56 percent

Cutting back on drinking alcohol and smoking 50 percent

Choosing less expensive restaurants 42 percent

Purchasing cheaper brands 36 percent

Engaging in leisure activities closer to home 31 percent

Source:  Yankelovich
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Research
The United States excels at both basic and applied research. Basic research (or pure 
research) attempts to expand the frontiers of knowledge but is not aimed at a specific, 
pragmatic problem. Basic research aims to confirm an existing theory or to learn more 
about a concept or phenomenon. For example, basic research might focus on high-
 energy physics. Applied research, in contrast, attempts to develop new or improved 
products. The United States has dramatically improved its track record in applied 
research. For example, the United States leads the world in applying basic research to 
aircraft design and propulsion systems.

Rather than invention for the sake of invention, many firms are turning to the mar-
keting concept to guide their research. To give its scientists guidance, Dow first inter-
views customers to find out their wants and needs. A wish list of products and/or techni-
cal characteristics helps the scientists create inventions with market value. Dow recently 
created a fiber called XLA after learning that apparel makers wanted a �soft stretch� 
fiber with a natural feel. Dow thinks that the product might deliver sales of $300 million 
within ten years.

Although developing new technology internally is a key to creating and maintaining 
a long-term competitive advantage, external technology is also important to managers 
for two reasons. First, by acquiring the technology, the firm may be able to operate 
more efficiently or create a better product. Second, a new technology may render your 
existing products obsolete. 

An example of operating more efficiently by using external technology is UPS. Not 
so long ago, UPS drivers worked off maps, 3 × 5 note cards, and their own memory to 
figure out the best way to run their routes. That changed when UPS began to imple-
ment a $600 million route optimization system�think MapQuest on steroids�that 
each evening maps out the next day�s schedule for the majority of its 56,000 drivers. So 
sophisticated is the software that it designs each route to minimize the number of left 
turns, thus reducing the time and gas that drivers waste idling at stoplights. The latest 
wrinkle: a new feature that, with the aid of global positioning system technology, warns 
drivers with a beep if they pull into the wrong driveway. It also enables UPS to send a 
driver more quickly after you call in a pickup because dispatchers know exactly which 
driver is closest.  UPS now offers package-flow technology to launch a service that 
allows customers to reroute a package in transit to a different address.82

Global Innovation
Microsoft spent $80 million to open an Advanced 
Technology Center outside Beijing, China. With nearly 
500 engineers, Ph.D. students, and visiting profes-
sors, it is one of Microsoft�s most important facilities 
for developing graphics, handwriting-recognition, and 
voice-synthesizing technologies. The technology center 
illustrates how innovation is increasingly becoming a 
global process conducted at worldwide research and 
development operations. Like Microsoft, IBM has facili-
ties around the world including major labs in China, 
Israel, Switzerland, Japan, and India.

General Electric has become a leader in wind ener-
gy technology by tapping into a global network. The 
technology for GE�s new wind turbines comes from the 
following countries:

United States: �  The main research center in 
Niskayuna, New York, handles basic research, while 
other centers in New York, Pennsylvania, South 
Carolina, California, and Virginia tackle other 
design and engineering aspects.

basic research
Pure research that aims to confirm 
an existing theory or to learn more 
about a concept or phenomenon.

applied research
An attempt to develop new or 
improved products.

Marketing
Mix

Applied
Research

Technological
Advances

Basic
Research

R E V I E W   L E A R N I N G  O U T C O M E

Identify the impact of technology 
on a firm
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Canada: �  Engineers at GE Consumer & Industrial in Peterborough, Ontario, pro-
vided the manufacturing technology for the generator.

India: �  Researchers at Bangalore have crafted a series of analytical models and tur-
bine system design tools that affect the entire turbine.

China: �  Researchers in Shanghai are in charge of the turbine simulator to test new 
products and conduct high-end tests for variable-speed power electronics.

Germany: �  The lead experts on the gearbox work at GE Wind operations in 
Salzbergen. Researchers in Munich design sensors and monitor advanced controls.83

Innovation Carries to the Bottom Line
Innovation pays off big for creative organizations. One study found that the most innova-
tive firms have an average profit margin growth of 3 percent higher than the typical firm.84  
Other research has found higher stock market returns among firms that spend heavily on 
research and development.85  Each year The Wall Street Journal pays tribute to the most 
innovative companies around the globe.  The latest winners are shown in Exhibit 4.3.

E X H I B I T  4 . 3
The World�s Most Innovative Companies

Source:  Reprinted from the May 14, 2007 issue of �BusinessWeek� by special permission, copyright ' 2007 by The McGraw-Hill Companies, Inc.

Ranking 1�Apple: Apple is a master of product and store design. 
Now that it�s invading the cell-phone market, will it continue its win-
ning streak?

Ranking 2�Google: It didn�t invent search advertising, but lifted it 
to its current heights. Google�s famously chaotic innovation process 
has plunged it into everything from radio ads to online office soft-
ware.

Ranking 3�Toyota Motor: Toyota�s dominance in hybrids could 
lead to the first plug-in electric auto. Now the No. 1 carmaker, its 
continuous improvement process is copied worldwide.

Ranking 4�General Electric: CEO Jeff Immelt�s push for �imagi-
nation breakthroughs,� or growth opportunities of $50 million to 
$100 million, are increasingly leading GE into emerging markets 
and �green� technology.

Ranking 5�Microsoft: To some, Microsoft is more fast follower 
than leading innovator. Still, the software giant�s massive R&D bud-
get generates creations that help ensure the popularity of Windows 
and Office.

Ranking 6�Procter & Gamble: After years of scouting for new 
products outside its walls, P&G has mapped the innovation 
strengths of global regions. CEO A.G. Lafley is pushing for more 
disruptive new ideas.

Ranking 7�3M: The legendary Post-it Note is just one of 3M�s 
many creations, which include everything from dental fillings to roof-
ing shingles. Next on its list: diagnostic tests for infectious diseases.

Ranking 8�Walt Disney: CEO Bob Iger is refueling Disney�s 
creative culture. Moves such as putting ABC shows on iTunes and 
acquiring Pixar helped move Disney up.

Ranking 9�IBM: The tech services behemoth held an online brain-
storm with 150,000 people to dream up new ideas. It hosts annual 
symposia with outsiders to collaborate on forecasting.

Ranking 10�Sony: This traditional tech hardware maker is devoting 
more resources to software. To turn its PlayStation 3 console from 
living-room box into virtual gateway, it created a 3-D online world.

Ranking 11�Wal-Mart Stores: Wal-Mart is struggling with growth, 
but its �green� actions, such as using its leverage as the world�s 

largest retailer to cut suppliers� packaging waste, helped it make 
the top 20.

Ranking 12�Honda Motor: Headed by a former R&D chief, 
Honda has been known for its fuel-efficient cars. But its environ-
mental approach isn�t limited to autos. Next up: solar panels and a 
fuel-sipping jet.

Ranking 13�Nokia: To build sales in emerging markets, managers 
spend time in the homes of local customers. This has led to features 
for illiterate users such as an icon-driven handset directory.

Ranking 14�Starbucks: The coffee chain�s 50-person R&D group 
created eight new flavors in one year. It also started its own music 
label and partnered with outsiders to publish books and produce 
movies.

Ranking 15�Target: Target stands out from its discount rivals by 
selling designer-inspired products. Innovative marketing, such as 
buying all the ads in one issue of The New Yorker, has also set it 
apart.

Ranking 16�BMW: BMW is flat, flexible, and fast-reacting. 
Employees are urged to �break the rules� to cut costs or push 
through winning ideas, such as the Z4 coupe, which higher-ups 
initially nixed.

Ranking 17�Samsung Electronics: Samsung stays ahead with 
intensive investment in new facilities and production systems. These 
days, it�s focusing on the convergence of technologies and phone 
features.

Ranking 18�Virgin Group: Most of its businesses, such as credit 
card or mobile virtual networks, are collaborative; Virgin supplies 
the branding and customer service while partners put up much of 
the cash.

Ranking 19�Intel: The world�s largest chipmaker, Intel is mak-
ing a big headway in selling to the health-care market. It recently 
previewed its most powerful chip to date and is planning a $2.5 
billion plant in China.

Ranking 20�Amazon: The online retailer is now innovating its 
business model, turning its backroom operations into a digital utility 
that rents out computer power and warehouse space to other firms.
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While innovation can raise productivity and make the world a better place to live, 
is applying new technology always the right thing to do? We explore this issue in the 
Ethics in Marketing box above.

POLITICAL AND LEGAL FACTORS
Business needs government regulation to protect innovators of new technology, the 
interests of society in general, one business from another, and consumers. In turn, gov-
ernment needs business because the marketplace generates taxes that support public 
efforts to educate our youth, pave our roads, protect our shores, and so on. The private 
sector also serves as a counterweight to government. The decentralization of power 
inherent in a private-enterprise system supplies the limitation on government essential 
for the survival of a democracy.

Every aspect of the marketing mix is subject to laws and restrictions. It is the duty 
of marketing managers or their legal assistants to understand these laws and conform 
to them because failure to comply with regulations can have major consequences 
for a firm. Sometimes just sensing trends and taking corrective action before a 
 government agency acts can help avoid regulation. The tobacco industry failed to do 

Recently, a private company proposed �fertilizing� parts 
of the ocean with iron, in hopes of encouraging carbon-
absorbing blooms of plankton. Meanwhile, researchers 
elsewhere are talking about injecting chemicals into the 
atmosphere, launching sun-reflecting mirrors into station-
ary orbit above the Earth, or taking other steps to reset 
the thermostat of a warming planet. This technology 
might be useful, even life-saving. But it would inevitably 
produce environmental effects impossible to predict and 
impossible to undo. So a growing number of experts say 
it is time for broad discussion of how and by whom it 
should be used, or if it should be tried at all.

Similar questions are being raised about nanotechnol-
ogy, robotics, and other powerful emerging technologies. 
There are even those who suggest humanity should col-
lectively decide to turn away from some new technolo-
gies as inherently dangerous. �The complexity of newly 
engineered systems, coupled with their potential impact 
on lives, the environment, etc., raise a set of ethical 
issues that engineers had not been thinking about,� said 
William Wulf, a computer scientist.

When scientists and engineers discuss geoengineer-
ing, it is obvious they are talking about technologies 

with the potential to change the planet. But the issue of 
engineering ethics applies as well to technologies whose 
planet-altering potential may not emerge until it is too 
late. Ronald Arkin, a computer scientist that advises the 
U.S. Army on robotic weapons, says robotics researchers 
should consider not just how to make robots more capa-
ble, but also who must bear responsibility for their actions 
and how much human operators should remain �in the 
loop,� particularly with machines to aid soldiers on the 
battlefield or the disabled in their homes. Paul Thompson, 
a philosopher at Michigan State and former secretary 
of the International Society for Environmental Ethics, 
said many scientists were trained to limit themselves to 
questions answerable in the real world, in the belief that 
�scientists and engineers should not be involved in these 
kinds of ethical questions.�86

New technology involves many �unknown 
unknowns.�  These factors will not become obvious until 
the technology is put into widespread use. Should gov-
ernment step in and block new technology with many 
�unknown unknowns?� If you were going to block one 
technology, which one mentioned above would it be? 
Why?

Maybe Technology Can Save the Planet: But Should It?

7
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this. As a result, Joe Camel and the Marlboro Man are fading into the sunset in the 
United States along with other strategies used to promote tobacco products.

The challenge is not simply to keep the marketing department out of trouble, how-
ever, but to help it implement creative new programs to accomplish marketing objec-
tives. It is all too easy for a marketing manager or sometimes a lawyer to say �no� to a 
marketing innovation that actually entails little risk. For example, an overly  cautious 
lawyer could hold up sales of a desirable new product by warning that the package 
design could prompt a copyright infringement suit. Thus, it is important to have a 
thorough understanding of the laws established by the federal government, state govern-
ments, and regulatory agencies to govern marketing-related issues.

Federal Legislation
Federal laws that affect marketing fall into several categories. First, the Sherman Act, 
the Clayton Act, the Federal Trade Commission Act, the Celler-Kefauver Antimerger 
Act, and the Hart-Scott-Rodino Act were passed to regulate the competitive environ-
ment. Second, the Robinson-Patman Act was designed to regulate pricing practices. 
Third, the Wheeler-Lea Act was created to control false advertising. The Lanham Act 
protects trademarks. These key pieces of legislation are summarized in Exhibit 4.4. The 
primary federal laws that protect  consumers are shown in Exhibit 4.5.

E X H I B I T  4 . 4
Primary U.S. Laws That Affect Marketing

Legislation Impact On Marketing

Sherman Act of 1890 Makes trusts and conspiracies in restraint of 
trade illegal; makes monopolies and attempts 
to monopolize a misdemeanor.

Clayton Act of 1914 Outlaws discrimination in prices to differ-
ent buyers; prohibits tying contracts (which 
require the buyer of one product to also 
buy another item in the line); makes illegal 
the combining of two or more competing 
 corporations by pooling ownership of stock.

Federal Trade Commission Act of 
1914

Created the Federal Trade Commission to 
deal with antitrust matters; outlaws unfair 
methods of competition.

Robinson-Patman Act of 1936 Prohibits charging different prices to differ-
ent buyers of merchandise of like grade and 
quantity; requires sellers to make any supple-
mentary services or allowances available to 
all purchasers on a proportionately equal 
basis.

Wheeler-Lea Amendments to FTC Act 
of 1938

Broadens the Federal Trade Commission�s 
power to prohibit practices that might injure 
the public without affecting competition; 
outlaws false and deceptive advertising.

Lanham Act of 1946 Establishes protection for trademarks.

Celler-Kefauver Antimerger Act of 
1950

Strengthens the Clayton Act to prevent 
corporate acquisitions that reduce competition.

Hart-Scott-Rodino Act of 1976 Requires large companies to notify the 
government of their intent to merge.
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E X H I B I T  4 . 5
Primary U.S. Laws Protecting Consumers

Legislation Impact On Marketing

Federal Food and Drug Act of 1906 Prohibits adulteration and misbranding of foods and drugs involved in 
interstate commerce; strengthened by the Food, Drug, and Cosmetic Act 
(1938) and the Kefauver-Harris Drug Amendment (1962).

Federal Hazardous Substances Act of 1960 Requires warning labels on hazardous household chemicals.

Kefauver-Harris Drug Amendment of 1962 Requires that manufacturers conduct tests to prove drug effectiveness 
and safety.

Consumer Credit Protection Act of 1968 Requires that lenders fully disclose true interest rates and all other  
charges to credit customers for loans and installment purchases.

Child Protection and Toy Safety Act of 1969 Prevents marketing of products so dangerous that adequate safety 
warnings cannot be given.

Public Health Smoking Act of 1970 Prohibits cigarette advertising on TV and radio and revises the health 
hazard warning on cigarette packages.

Poison Prevention Labeling Act of 1970 Requires safety packaging for products that may be harmful to children.

National Environmental Policy Act of 1970 Established the Environmental Protection Agency to deal with various 
types of pollution and organizations that create pollution.

Public Health Cigarette Smoking Act of 1971 Prohibits tobacco advertising on radio and television.

Consumer Product Safety Act of 1972 Created the Consumer Product Safety Commission, which has authority 
to specify safety standards for most products.

Child Protection Act of 1990 Regulates the number of minutes of advertising on children�s television.

Children�s Online Privacy Protection Act of 1998 Empowers the FTC to set rules regarding how and when marketers must 
obtain parental permission before asking children marketing research 
questions.

Aviation Security Act of 2001 Requires airlines to take extra security measures to protect passengers, 
including the installation of stronger cockpit doors, improved baggage 
screening, and increased security training for airport personnel.

Homeland Security Act of 2002 Protects consumers against terrorist acts. Created the Department of 
Homeland Security.

Do Not Call Law of 2003 Protects consumers against unwanted telemarketing calls.

CAN-SPAM Act of 2003 Protects consumers against unwanted e-mail, or spam.

State Laws
Legislation that affects marketing varies state by state. Oregon, for example, limits 
utility advertising to 0.5 percent of the company�s net income. California has forced 
industry to improve consumer products and has enacted legislation to lower the energy 
consumption of refrigerators, freezers, and air conditioners. Several states, including 
New Mexico and Kansas, are considering levying a tax on all in-state commercial 
advertising.

Many states and cities are attempting to fight obesity by regulating fast food chains 
and other restaurants. California has passed a law banning trans fats in restaurants and 
bakeries. New York City chain restaurants must now display calorie counts on menus. 
Boston has now banned trans fats in restaurants. And the list goes on.
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Regulatory Agencies
Although some state regulatory bodies actively pursue violators of their marketing stat-
utes, federal regulators generally have the greatest clout. The Consumer Product Safety 
Commission, the Federal Trade Commission, and the Food and Drug Administration 
are the three federal agencies most directly and actively involved in marketing affairs. 
These agencies, plus others, are discussed throughout the book, but a brief introduction 
is in order at this point.

The sole purpose of the Consumer Product Safety Commission (CPSC) is to pro-
tect the health and safety of consumers in and around their homes. The CPSC has 
the power to set mandatory safety standards for almost all products that consumers use 
(about 15,000 items). The CPSC consists of a five-member committee and about 400 
staff members, including technicians, lawyers, and administrative help. The commis-
sion can fine offending firms up to $500,000 and sentence their officers to up to a year 
in prison. It can also ban dangerous products from the marketplace. The CPSC over-
sees about 400 recalls per year. The CPSC operates under rules that prohibit staff from 
publicizing information about product complaints until the manufacturer OK�s the 
release. Besides handing over a lot of control to companies, this process routinely delays 
public disclosure of hazards. It has also been suggested that the CPSC is extremely 
underfunded.87

The Federal Trade Commission (FTC) also consists of five members, each hold-
ing office for seven years. The FTC is empowered to prevent persons or corporations 
from using unfair methods of competition in commerce. It is authorized to investigate 
the practices of business combinations and to conduct hearings on antitrust matters 
and deceptive advertising. The FTC has a vast array of regulatory powers (see Exhibit 
4.6). Nevertheless, it is not invincible. For example, the FTC had proposed to ban all 
advertising to children under age 8, to ban all advertising of the sugared products that 
are most likely to cause tooth decay to children under age 12, and to require the food 
industry to pay for dental health and nutritional advertisements. Business reacted by 
lobbying to reduce the FTC�s power. The two-year lobbying effort resulted in passage of 
the FTC Improvement Act of 1980. The major provisions of the act are as follows:

It bans the use of unfairness as a standard for industry-wide rules against advertis- �
ing. All the proposals concerning children�s advertising were therefore suspended, 
because they were based almost entirely on the unfairness standard. 

It requires oversight hearings on the FTC every six months. This congressio- �
nal review is designed to keep the commission accountable. Moreover, it keeps 
Congress aware of one of the many regulatory agencies it has created and is 
responsible for monitoring.

Businesses rarely band together to create change in the legal environment as they did 
to pass the FTC Improvement Act. Generally, marketing managers react only to legisla-
tion, regulation, and edicts. It is usually less costly to stay attuned to the regulatory envi-
ronment than to fight the government. If marketers had toned down their hard-hitting 
advertisements to children, they might have avoided an FTC inquiry altogether. The 
FTC also regulates advertising on the Internet as well as Internet abuses of consumer 
privacy (discussed in Chapter 9). The Food and Drug Administration (FDA), another 
powerful agency, is charged with enforcing regulations against selling and distributing 
adulterated, misbranded, or hazardous food and drug products. In the last decade it 
took a very aggressive stance against tobacco products and is now paying attention to the 
fast-food industry.

The Battle Over Consumer Privacy
The popularity of the Internet for direct marketing, for collecting consumer data, and 
as a repository for sensitive consumer data has alarmed privacy-minded consumers. So 

Consumer Product Safety 
Commission (CPSC)
A federal agency established to 
 protect the health and safety of 
 consumers in and around their 
homes.

Federal Trade 
Commission (FTC)
A federal agency empowered to 
prevent persons or corporations from 
using unfair methods of competition 
in commerce.

Food and Drug 
Administration (FDA)
A federal agency charged with 
enforcing regulations against selling 
and distributing adulterated, 
misbranded, or hazardous food 
and drug products.



131

C
H

A
P

T
E

R
 4

 
 

T
h

e
 M

a
rk

e
tin

g
 E

n
v

iro
n

m
e

n
t

many online users have complained about �spam,� the Internet�s equivalent of junk mail, 
that the U.S. Congress passed the CAN-SPAM Act in an attempt to  regulate it. The act, 
which took effect on January 1, 2004, does not totally ban spam, but it does prohibit com-
mercial e-mailers from using a false address and presenting false or misleading informa-
tion. It also requires commercial e-mailers to provide a way for recipients to �opt out� 
of receiving further e-mail from the sender.  A person opting out cannot be required to 
pay a fee or provide any other personally identifying information other than an email 
address.88

Another problem is that Web surfers, including children who are using the Internet, 
are routinely asked to divulge personal information in order to access certain screens or 
purchase goods or services online. Internet users who once felt fairly anonymous when 
using the Web are now disturbed by the amount of information marketers collect on 
them and their children as they visit various sites in cyberspace.

Most consumers are unaware of how technology is used to collect personal data 
or how the personal information is used and distributed after it is collected. The gov-
ernment actively sells huge amounts of personal information to list compilers. State 
motor vehicle bureaus sell names and addresses of individuals who get driver�s licenses. 
Hospitals sell the names of women who just gave birth on their premises. Consumer 
credit databases, developed and maintained by large providers such as Equifax 
Marketing Services and TransUnion, are often used by credit card marketers to pre-
screen targets for solicitations.

Although privacy policies for companies in the United States are largely voluntary 
and there are almost no regulations on the collection and use of personal data, collect-
ing consumer data outside the United States is a different matter. Database marketers 
venturing into new data territories must carefully navigate foreign privacy laws. The 
European Union�s European Data Protection Directive, for instance, states that any 
business that trades with a European organization must comply with the EU�s rules for 
handling information about individuals or risk prosecution. This directive prohibits the 
export of personal data to countries not doing enough to protect privacy, in particular, 
the United States.

More than 50 nations have, or are developing, privacy legislation. Europe has 
the strictest legislation regarding the collection and use of consumer data, and 
other countries look to that legislation when formulating their policies. Australia, 
for instance, recently introduced legislation that would require private companies 

E X H I B I T  4 . 6

Powers of the Federal Trade Commission

Remedy Procedure

Cease-and-Desist Order A final order is issued to cease an illegal  practice�and is often challenged in the courts.

Consent Decree A business consents to stop the questionable practice without admitting its illegality.

Affirmative Disclosure An advertiser is required to provide additional information about products in advertisements.

Corrective Advertising An advertiser is required to correct the past effects of misleading advertising. (For example, 25 
percent of a firm�s media budget must be spent on FTC-approved advertisements or FTC-specified 
advertising.)

Restitution Refunds are required to be given to consumers misled by deceptive advertising. According to a 
1975 court-of-appeals decision, this remedy cannot be used except for practices carried out after 
the issuance of a cease-and-desist order.

Counteradvertising The FTC proposed that the Federal Communications Commission permit advertisements in 
 broadcast media to counteract advertising claims (also that free time be provided under 
certain conditions).
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to follow a set of guidelines regarding 
the collection, storage, use, and transfer 

of personal information about individuals. 
Common privacy rules include obtaining data 

fairly and lawfully, using the information only for 
the original purpose specified, making sure it is accu-
rate and up-to-date, and destroying data after the pur-
pose for collection is completed. The EU requires that 
consumers be presented with an opt-out provision at 
the point of data collection.

Despite cries from consumer and advocacy groups 
for privacy legislation, to date Congress has failed to act. 
So far, only the states have enacted meaningful protec-
tions, with California in the lead. Now, more than 30 
states have adopted laws that require notification if a 
customer�s personal information has been improperly 
exposed. In 2007, The TJX Companies, which owns 
Marshalls, T.J. Maxx, HomeGoods, and A.J. Wright, 
reported that customers� credit and debit card informa-
tion, along with some driver�s license data, had been 
lifted from its computer system. When asked how many 
people were affected, a spokesperson for TJX replied, 
�substantially less than millions.�89 Others put the num-
ber of persons exposed at 45 million.90 

Identity Theft People are right to be concerned about 
their personal information. Identity theft costs $55 bil-
lion per year. One company that has come under fire is 
ChoicePoint. Since spinning off from the credit bureau 
Equifax in 1997, it has been buying up databases and 

data-mining operations. Businesses, individuals, and even the FBI now rely on its store-
house. But its customers have also included Nigerian scammers who apparently used 
the data to steal people�s identities.

In 1998, Congress passed the Identity Theft and Assumption Deterrence Act. This 
law prohibits knowingly transferring or using another person�s identification with the 
intent to commit an unlawful activity, such as theft of funds. Guilty parties face up to 
15 years in prison.

Governmental Actions Three other key laws (one a state law) have been passed to pro-
tect consumers from identity theft. The federal laws are:

Gramm-Leach-Bliley Act (Financial Services Modernization Act):  � This act is aimed at 
financial companies. It requires those corporations to tell their customers how they 
use their personal information and to have policies that prevent fraudulent access to 
it. Partial compliance has been required since 2001.

Health Insurance Portability and Accountability Act: �  This law is aimed at the health-
care industry. It limits disclosure of individuals� medical information and imposes 
penalties on organizations that violate privacy rules. Compliance has been required 
for large companies since 2003.

The state law is:

California�s Notice of Security Breach Law:  � If any company or agency that has col-
lected personal information about a California resident discovers that non-encrypted 
information has been taken by an unauthorized person, the company or agency 
must tell the resident. Compliance has been required since 2003. (Some 30 other 
states are considering similar laws.)

Marketing
Mix FDA

FTC

State
Municipal

State
Municipal

Federal
� Clayton Act
� Robinson-Patman Act
� Wheeler-Lea Amend-
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� All laws in Exhibit 4.5
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� Celler-Kefauver Act
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R E V I E W   L E A R N I N G  O U T C O M E

Discuss the political and legal 
environment of marketing

7
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COMPETITIVE FACTORS
The competitive environment encompasses the number of competitors a firm must 
face, the relative size of the competitors, and the degree of interdependence within the 
industry. Management has little control over the competitive environment confronting 
a firm.

Competition for Market Share and Profits
As U.S. population growth slows, global competition increases, costs rise, and avail-
able resources tighten, firms find that they must work harder to maintain their profits 
and market share regardless of the form of the competitive market. Take, for example, 
something as basic as facial tissues. Both Kimberly-Clark and Procter & Gamble go 
head-to-head in this $1 billion market. Kimberly-Clark is marketing its new, 3-ply tissue 
as the company�s biggest innovation for Kleenex Facial Tissues in four decades. The 
new Kleenex Facial Tissue with Lotion is softer and 17 percent stronger than its prede-
cessor, the company claims. For P&G, it is the addition of shea butter, a moisturizer, 
to its Puffs Plus line of lotion tissues, plus new box designs for three of its primary Puffs 
products. Lotion tissues make up about 20 percent of the facial tissue category and have 
grown 7 percent between 2006 and 2008.91

Kimberly-Clark could use a boost for its Kleenex brand, which saw sales decline 5.9 
percent to $495 million in 2008. P&G, meanwhile, saw its Puffs product grow 3.2 per-
cent to $258 million, thanks in large part to its Puffs Plus tissues with lotion, aloe, and 
vitamin E. Puffs Plus grew 14.7 percent to $136 million.92 The tissue battle is one of 
millions that goes on every day in the American marketplace.

American aircraft manufacturer Boeing still faces competition from European com-
pany Airbus, even though Airbus recently lost its edge in that $50 billion market. Airbus 
has been beset with problems, while Boeing�s new 787 Dreamliner gave the company a 
much needed lift. Marketers tout the Dreamliner�s features, which include large 
windows, mood lighting, electronic shades, wider seats and aisles, and a state-of-the-
art climate control system, as providing a unique fly-
ing experience. By 2007, Boeing had sold over 500 
Dreamliners, whereas the huge Airbus A350 lagged 
far behind. Both Boeing and Airbus have experienced 
delivery problems. Boeing�s difficulties have been due 
to parts availability and a machinist strike. Airbus has 
experienced management and logistics problems.

Global Competition
Boeing is a very savvy international competitor con-
ducting business throughout the world. Many foreign 
 competitors also consider the United States to be a ripe 
target market. Thus, a U.S. marketing manager can no 
longer focus only on domestic competitors. In automo-
biles, textiles, watches, televisions, steel, and many other 
areas, foreign competition has been strong. In the past, 
foreign firms penetrated U.S. markets by concentrat-
ing on price, but today the emphasis has switched to 
product quality. NestlØ, Sony, Rolls-Royce, and Sandoz 
Pharmaceuticals are noted for quality, not cheap prices.

For a century, vacuuming has been synonymous 
with one brand, whose iconic status is such that the 
British and French still refer to �hoovering the carpet.� 

8

Slow growth/
No growth

Highly Competitive Marketplace

Mature Industries

Can only increase
market share by
taking it from a competitor.

R E V I E W   L E A R N I N G  O U T C O M E

Explain the basics of foreign and domestic 
competition8



P
A

R
T

 1
 

 
T

h
e

 W
o

rl
d

 o
f 

M
a

rk
e

ti
n

g

134

But two years after launching his bagless cleaners in the United States, English inventor 
James Dyson�s company now makes America�s best-selling vacuum. Dyson has captured 
21 percent of the U.S. market, leaving Canton, Ohio�based Hoover with 16 percent. 
Dyson�s clean sweep is all the more surprising given that his product goes for $399 to 
$550 while an average vacuum costs $150.93

Not all global competitors that enter the U.S. market are successful at taking mar-
ket share from American firms. In 2004, DHL entered the U.S. market determined 
to take market share from UPS and FedEx. DHL entered the market by purchasing 
Airborne, a package delivery service with a weak ground network. When DHL came 
into the market, it began with a multimillion dollar promotion campaign. The cam-
paign brought DHL a rush of business that it wasn�t prepared to handle. As a result, 
DHL developed a reputation for poor service. To save money, DHL closed one of its 
two U.S. hubs in 2005 and shifted all traffic to its Wilmington, Ohio, hub. The transi-
tion was not smooth, resulting in long delays causing customers to defect to rivals. In 
late fall 2008, DHL announced that it was stopping domestic deliveries and cutting 
9,500 jobs.94

Global competition is discussed in much more detail in Chapter 5.

� components of the 
external marketing 

environment

 � billion spent 
by tweens in 
2008

percent of adult Americans 
who get less than 7 hours of 
sleep each night �

� drivers at 
UPS

maximum �ne CPSC can 
issue for violations �6
$500,000

$21 56,000
40
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REVIEW AND APPLICATIONS

Discuss the external environment of marketing and explain how it affects a firm. 
The external marketing environment consists of social, demographic, economic, 
technological, political and legal, and competitive variables. Marketers generally 
cannot control the elements of the external environment. Instead, they must under-
stand how the external environment is changing and the impact of that change on 
the target market. Then marketing managers can create a marketing mix to effec-
tively meet the needs of target customers.

1.1 What is the purpose of environmental scanning? Give an example.

1.2 Form six teams and make each one responsible for one of the uncontrol-
lable elements in the marketing environment. Your boss, the company 
president, has asked each team to provide one-year and five-year forecasts 
of the major trends the firm will face. The firm is in the telecommunications 
equipment industry. It has no plans to become a telecommunications service 
provider like, for example, Verizon and AT&T. Each team should use the 
library, the Internet, and other data sources to make its forecasts. Each team 
member should examine a minimum of one data source. The team members 
should then pool their data and prepare a recommendation. A spokesperson 
for each team should present the findings to the class.

Describe the social factors that affect marketing. Within the external environment, 
social factors are perhaps the most difficult for marketers to anticipate. Several 
major social trends are currently shaping marketing strategies. First, people of 
all ages have a broader range of interests, defying traditional consumer profiles. 
Second, changing gender roles are bringing more women into the workforce 
and increasing the number of men who shop. Third, an increase in the number of 
dual-career families has created demand for time-saving goods and services.

2.1 Every country has a set of core values and beliefs. These values may vary 
somewhat from region to region of the nation. Identify five core values for 
your area of the country. Clip magazine advertisements that reflect these 
values and bring them to class.

2.2 Give an example of component lifestyles based on someone you know.

Explain the importance to marketing managers of current demographic trends. 
Today, several basic demographic patterns are influencing marketing mixes. 
Because the U.S. population is growing at a slower rate, marketers can no lon-
ger rely on profits from generally expanding markets. Marketers are also faced 
with increasingly experienced consumers among the younger generations such as 
tweens and teens. And because the population is also growing older, marketers 
are offering more products that appeal to middle-aged and older consumers.

3.1 Baby boomers in America are aging. Describe how this might affect the 
marketing mix for the following:

 a. Bally�s Health Clubs

 b. McDonald�s

 c. Whirlpool Corporation

 d. The state of Florida

 e. Target stores

3.2 You have been asked to address a local Chamber of Commerce on the sub-
ject of �Generation Y.� Prepare an outline for your talk.

2

3

1
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3.3 How should Ford Motor Company market differently to Generation Y, 
Generation X, and baby boomers?

Explain the importance to marketing managers of multiculturalism and growing 
ethnic markets. Multiculturalism occurs when all major ethnic groups in an area 
are roughly equally represented. Growing multiculturalism makes the marketer�s 
task more challenging. America is not a melting pot but numerous mini-melting 
pots. Hispanics are the fastest-growing segment of the population followed by 
African Americans. Many companies are now creating departments and product 
lines to effectively target multicultural market segments. Companies have quickly 
found that ethnic markets are not homogeneous.

4.1 Go to the library and look up a minority market such as the Hispanic mar-
ket. Write a memo to your boss that details the many submarkets within this 
segment.

4.2 Using the library and the Internet, find examples of large companies direct-
ing marketing mixes to each major ethnic group.

Identify consumer and marketer reactions to the state of the economy. In recent 
years, U.S. incomes have risen at a slow pace. At the same time, the financial 
power of women has increased, and they are making the purchasing deci-
sions for many products in traditionally male-dominated areas. During a time of 
inflation, marketers generally attempt to maintain level pricing to avoid losing 
customer brand loyalty. During times of recession, many marketers maintain or 
reduce prices to counter the effects of decreased demand; they also concentrate 
on increasing production efficiency and improving customer service.

5.1 Explain how consumers� buying habits may change during a recessionary 
period.

5.2 Periods of inflation require firms to alter their marketing mix. Suppose a 
recent economic forecast predicts that inflation will be almost 10 percent 
during the next 18 months. Your company manufactures hand tools for the 
home gardener. Write a memo to the company president explaining how 
the firm may have to alter its marketing mix.

Identify the impact of technology on a firm. Monitoring new technology is essen-
tial to keeping up with competitors in today�s marketing environment. The United 
States excels in basic research and, in recent years, has dramatically improved its 
track record in applied research. Without innovation, U.S. companies can�t com-
pete in global markets. Innovation is increasingly becoming a global process.

6.1 Give three examples of how technology has benefited marketers. Also, give 
several examples of firms that have been hurt because they did not keep up 
with technological changes.

Discuss the political and legal environment of marketing. All marketing activi-
ties are subject to state and federal laws and the rulings of regulatory agen-
cies. Marketers are responsible for remaining aware of and abiding by such 
regulations. Some key federal laws that affect marketing are the Sherman Act, 
Clayton Act, Federal Trade Commission Act, Robinson-Patman Act, Wheeler-Lea 
Amendments to the FTC Act, Lanham Act, Celler-Kefauver Antimerger Act, and 
Hart-Scott-Rodino Act. Many laws, including privacy laws, have been passed 
to protect the consumer as well. The Consumer Product Safety Commission, the 
Federal Trade Commission, and the Food and Drug Administration are the three 
federal agencies most involved in regulating marketing activities.

7.1 The Federal Trade Commission and other governmental agencies have 
been both praised and criticized for their regulation of marketing activities. 

4

5

6

7
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To what degree do you think the government should regulate marketing? 
Explain your position.

7.2 Can you think of any other areas where consumer protection laws are 
 needed?

7.3 What topics are currently receiving attention in FDA News (www.fdanews.
com)? What effect has the attention had on market share?

Explain the basics of foreign and domestic competition. The competitive environ-
ment encompasses the number of competitors a firm must face, the relative size of 
the competitors, and the degree of interdependence within the industry. Declining 
population growth, rising costs, and shortages of resources have heightened 
domestic competition.

8.1 Explain how the nature of competition is changing in America.

8.2 Might there be times when a company becomes too competitive? If so, what 
could be the consequences?

8

applied research 125
baby boomers 113
basic research 125
component lifestyles 106
Consumer Product Safety 

Commission (CPSC) 130
demography 109

environmental 
management 105

Federal Trade 
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Food and Drug 
Administration (FDA) 130

Generation X 112

Generation Y 111
inflation 122
multiculturalism 121
purchasing power 122
recession 123
target market 103

EXERCISES

APPLICATION EXERCISE
Demographic factors play a large role in shaping the external marketing environ-
ment. One of those demographic factors is culture. The importance of cultural 
understanding cannot be overstated, especially in today�s global marketplace 
and our own multicultural country. In general, Americans tend to be ethnocentric; 
that is, they are quick to prejudge other cultural norms as wrong (or of less signifi-
cance) because they differ from American practices.

One way to be exposed to another culture is to examine the foods typical of 
that culture. In this exercise, you will need to work in a team to create a guide to 
ethnic dining in your city or area. The finished guide will be descriptive in nature; 
it is not meant to be a rating guide. 

Activities

1. Identify ethnic dining categories for inclusion in your guide. Once you have 
identified categories for your area, make a list of restaurants for each cat-
egory.

2. You will need to create a data collection form so that the same information 
is collected from each restaurant. For example, you will want to include the 
name, address, and phone number for each restaurant. Think of other infor-
mation that would be helpful.

KEY TERMS
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3. Divide up the restaurant list your team generated in activity 1 so that each 
team member is responsible for collecting information from a certain number 
of restaurants. Consider dividing the list geographically so that each team 
member can visit an assortment of ethnic restaurants. If your budget allows, 
eat at a few of the restaurants in addition to collecting the information. After 
you have all the information, meet to review and compare your findings.

4. Was there a meal or type of food that you particularly liked? Disliked? 
Which type of ethnic restaurant seemed most foreign to you? Why do you 
think that was?

ETHICS EXERCISE
Gary Caplan has developed a new �energy drink� designed to burn calories 
while sleeping, which he intends to market to grossly overweight consum-
ers. According the Centers for Disease Control and Prevention, 20 percent of 
Americans are obese. Gary�s mother, a doctor, argues that it�s unethical to target 
the obese�that they are as vulnerable a target market as much as the elderly and 
children. 

Questions

1. Is Gary targeting a �vulnerable� market?
2. Does the AMA Statement of Ethics address this issue? Go to www. 

marketingpower.com and review the statement. Then write a brief 
 paragraph on what it contains that relates to Gary Caplan�s marketing 
decision.

MARKETING PLAN EXERCISE
These end-of-chapter marketing plan exercises are designed to help you use what 
you learned in the chapter to build a strategic marketing plan for a company 
of your choosing. Once you�ve completed the marketing plan exercise for each 
chapter in Part 1 of this textbook, you can complete the Part 1 Marketing Planning 
Worksheet on your companion Web site at www.cengage.com/ marketing/lamb. 
Now continue building your strategic marketing plan that you started in Chapter 
2 by completing the following exercises: 

1. Describe how your company will handle privacy concerns.

2. Scan the marketing environment. Identify opportunities and threats to your 
chosen company in areas such as technology, the economy, the political 
and legal environment, and competition. Is your competition foreign, domes-
tic, or both? Also identify opportunities and threats based on possible mar-
ket targets, including social factors, demographic factors, and multicultural 
issues.

3. Complete your company�s SWOT analysis by identifying opportunities and 
threats in the external marketing environment by performing environmental 
scanning:

 a.  List the demographic, ethnic, and social trends that could impact 
your firm, by investigating data from the U.S. Census Bureau at 
www.census.gov.

 b.  Determine which economic factors could influence the strategies of 
your firm by visiting the U.S. Economic and Statistics Administration at 
www.esa.doc.gov or the Bureau of Economic Analysis at www.bea.
doc.gov.

 c.  Explore www.lawguru.com and report on at least three political and 
legal factors that could influence your marketing decisions. 
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 d.  Investigate the Web sites of federal government agencies that regulate 
your firm and industry and list at least six laws that regulate your busi-
ness offering. The Federal Trade Commission is at www.ftc.gov. The 
Federal Communications Commission is at www.fcc.gov. The Food 
and Drug Administration is at www.fda.gov. The Consumer Product 
Safety Commission is at www.cpsc.gov. The Better Business Bureau is 
at www.bbb.org. The Internal Revenue Service is at www.irs.gov.

 e.  Identify your key competitors. A simple �yellow pages� listing of firms 
in the same business category can start your search. For online com-
petitors, try www.bizrate.com. 

 f.  Competition often comes from companies that are working on the same 
exact market as yours. That is especially true on the Internet. After you 
search for your direct competition, look for and think about what other 
companies are positioned to execute a similar business strategy for 
your target market. Determine if there are any players who might be 
able to develop technology more quickly or reach your target custom-
ers more effectively than you.

CASE STUDY: STARBUCKS

SELLING COFFEE IN THE LAND OF TEA
Starbucks has been doing business in China since 1999 when they opened their 
first coffee shop in Beijing. Today, hundreds of Starbucks stores sell coffee in 
the land of tea, including one at the Great Wall. It has become one of the most 
popular brands among the country�s 20-to-40-year-old upwardly mobile Chinese, 
or �Chuppies,� as they�re called, but so far China accounts for only about 10 per-
cent of Starbucks� global sales. Nevertheless, Chairman Howard Schultz believes 
the country will someday be the company�s largest market outside North America. 
�The market response,� he says, �has exceeded our expectations.�

This may seem surprising when you consider the fact that the majority of 
China�s one billion-plus population are tea drinkers who didn�t know what coffee 
was until NestlØ introduced a powdered version on store shelves in the 1980s. 
But Starbucks is betting that they can win the new generation over by marketing 
its signature product as an emblem of modern China�s new sophistication. 

�Coffee represents the change,� says Wang Jinlong, president of Starbucks 
Greater China. �The disposable income is concentrated on the young people, 
and this is the place they want to come.� Success in China could depend on how 
well Starbucks markets itself to what Wang calls the �little emperors.� China�s 
one-child law has spawned a generation that isn�t interested in collective goals, 
he says. Instead, they embrace the Western belief in individuality that Starbucks 
embodies. 

After surveying Chinese consumers, Starbucks compiled a list of the top rea-
sons they go to cafØs. Surprisingly, the number-one reason was �to gather with 
family and friends,� while �to drink coffee� lagged behind at number six. Living 
spaces are generally small and cramped there, making places to congregate 
important to the Chinese.

Da Wei Sun, manager of outlets in Beijing, believes that Starbucks found suc-
cess in China because they took this idea of a place to gather and gave people in 
the cities a �third space� beyond work and home, making it cool to have a latte 
and hang out. Starbucks offers more food on the Chinese menu, including duck 
sandwiches, moon pies, and green-tea cheesecake, than in other countries, and 
more seating as well. Only 20 percent of North American customers eat and drink 
inside the store after ordering, but the number is close to 90 percent in China. 
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China remains a communist country, so a change in its one-party 
 dictatorship could potentially affect business overnight. Schultz says the key 
to establishing stores there is to first find local partners who understand the 
changing political and business landscapes. Starbucks initially entered China 
by authorizing local developers to use their brand and setting up joint ventures 
with partners. 

Industry analyst Pei Liang advised that for long-term success in the country, 
Starbucks would need to acquire controlling stakes in its joint ventures. This, Pei 
explained, would strengthen management�s control and put them in position to 
reap more of the profits as the market grew. �Licensing or holding a minority 
stake is an effective tool when first stepping into a new market because it involves 
a small investment,� says Pei. �But Starbucks, the brand�s owner, receives only 
royalty fees from the licensee.�

In late 2006, Starbucks announced that it was buying out its partner in China 
and taking control of 60 stores. The market had changed after Beijing entered 
the World Trade Organization in 2001, making it easier for foreign companies 
to navigate alone. �Buying out one�s partner is becoming more common,� says 
industry consultant Kent D. Kedl. �Starbucks probably feels they know better how 
China works now so they can go it on their own.�

Chairman Howard Schultz says that Starbucks will concentrate most of its 
future expansion efforts in China, and Kedl predicts they will see continued suc-
cess there: �It�s not just a drink in China. It�s a destination. It�s a place to be seen 
and a place to show how modern one is.� And with China�s economy continu-
ing to grow in double digits, the number of Chuppies willing to pay $3.63 for a 
Mocha Frappuccino Grande is likely to grow, too. 

Source: �Starbucks Targets Growing China Market,� AsiaPulse News, 6/13/2006; Janet Adamy, 
�Starbucks� Task China? Winning Over Tea Drinkers,� The Seattle Times, 11/30/2006; Jeffrey S. 
Harrison, �Exporting a North American Concept to Asia�, Cornell Hotel & Restaurant Quarterly, 
May 2005; Craig Harris, �Starbucks Sees China as Key to Its International Growth,� Seattle Post-
Intelligencer, 10/7/2006; Dexter Roberts, �Starbucks Caffeinates Its China Growth Plan,� Business 
Week Online, 10/26/2006.

Questions

1. Many of the same environmental factors, such as cultural factors, that oper-
ate in the domestic market also exist internationally. Discuss the key cultural 
factors Starbucks had to consider as it expanded into China. 

2. Discuss the key political and legal factors Starbucks had to consider in the 
Chinese marketplace. What are the risks of entering a country with these 
factors? What changes have occurred in China�s political and legal structure 
to the advantage of foreign companies?

3. What demographic factors were important for Starbucks to understand in 
China? What were the demographics they decided to target?

4. What was the initial global-market strategy Starbucks employed to enter 
China? Discuss the advantages and disadvantages to this early strategy. 
How has their strategy changed since then and why?

COMPANY CLIPS

METHOD�ENTERING A CROWDED MARKET
Companies large and small, new and old are all participants in the market, and 
as such, they are all subject to the forces that act on each entity in the market-
place. The same is true of Method. As you�ve already seen in the company clips 
from Chapters 2 and 3, Method has been attentive to the customer, analyzed 
the competition, focused on social change, and identified economic factors 
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that have affected how it does and will do business. Review the company clips 
from Chapters 2 and 3 to hear founders Adam Lowry and Eric Ryan and CEO 
Alastair Dorward describe several factors in the external environment that have 
influenced how Method entered the market and the success the company has 
experienced.

Questions

1. Method�s founders and CEO repeatedly reference the role of competition 
and consumers in their assessments of their external environment. Is there a 
 hierarchy to the environmental factors discussed in this chapter? Explain.

2. Should other companies imitate the emphasis Method gives to certain factors 
in its external environment? Why or why not?

3. Does Method�s assessment of its external environment seem to be lacking 
 anything? What?

A high score means you have a strong per-
ception of time limitations for work-related 
task completion. Research indicates that 
when you perceive yourself to be work-
ing under time pressure your creativity is 
negatively affected. As you read in Chapter 
4, time is an important social factor in the 
external environment that affects marketing. 
Understanding your own perceptions and 
reaction to time constraints will be helpful 
in planning to meet the needs of the time-
constrained consumer. Your challenge as a 
busy marketer will be to continue thinking 
creatively on their behalf.



Developing a  
   Global Vision

 L E A R N I N G  O U T C O M E S

Discuss the importance of global marketing

Discuss the impact of multinational firms on the world economy

Describe the external environment facing global marketers

Identify the various ways of entering the global marketplace

List the basic elements involved in developing a global marketing mix

Discover how the Internet is affecting global marketing

1

2

3

4

5
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80/20 principle, 273, 709

A
ABC segmentation, 453
accelerator principle, 243�244
accessory equipment, 246
activity-based costing (ABC), 451
adopter, 373
adoption, new products, 375�376
advergaming, 571�572
advertainment, 572
advertising, 554�590. See also promotion; sales 

promotion
advergaming, 571�572
advertainment, 572
advocacy, 558�559
alternative media, 571�573
anatomy of an advertisement, 583
appeals, developing and evaluating, 562�563
audience selectivity, 574
banner ads, 570, 571
blogging, 572
campaign, 561
careers, 22
case study, 588�589
cell phones, 573
company clip, 590
comparative, 560�561
competitive, 559�560
consumers, effects on, 556�557
cooperative, 567�568
corrective, 131
cost per contact, 573
counteradvertising, 131
culture and, 150�152
decisions, creative, 561�566
decisions, media, 566�577
defined, 533, 555
effects of, 555�558
evaluation, 563, 566
expenditures for, 555, 556, 567
frequency, 574
global strategies, 150�152
humor in, 564�565
institutional, 558�559
Internet, 568, 571�573
magazines, 568
market share and, 555�556
media planning, 566
media scheduling, 575�577
media selection/mix, 573�575
media types, 567�573
message execution, 563�566
newspapers, 567�568
objectives, 561�562
outdoor media, 568, 570�571
pioneering, 559

product, 558, 559�561
product benefits, identifying, 562
product placement, 579
promotional mix, 533
public relations/publicity, 577�582
radio, 568�569
reach, 573�574
stealth marketing, 573
teen opinions on, 212
television, 568, 569�570, 616
types of, 558�561
unique selling proposition, 563
video game, 572�573

advocacy advertising, 558�559
affirmative disclosure, 131
African Americans, marketing to, 117�118, 203
age

annual expenditures by, 215
consumer buying decisions and, 214�216
market segmentation, 266�267

agents, channels, 420�421, 423�424
agile supply chain management, 461�462
AIDA concept, 536�537
anchor stores, 505�506
anti-spam legislation, 129, 131, 716
antitrust laws, 669�670
applied research, 125
Arm�s Length relationships, channels, 430�431
Asian Americans, marketing to, 115, 118�120
Asian Indian Americans, 119
aspirational reference groups, 209�210
assurance, services, 392
atmosphere, retail stores, 507�508
attitudes, 222�224
auctions, Internet, 649�650
audience selectivity, 574
audit, marketing, 50
automatic replenishment programs, 467
automatic vending, 494
automobile industry, 7�8, 13, 460
average total cost (ATC), 641
average user concept, 12�13
average variable cost (AVC), 641
Aviation Security Act, 129

B
B2B e-commerce, 234�236
baby boomers, 113�115, 266, 284
bait pricing, 679
Balanced Scorecard Approach, 470�471
banner ads, 570, 571
bar-codes, 323, 350, 467
bartering, 177, 630
base price, 673
bases

business markets, 273�274
consumer markets, 264�273

postioning, 282�283
basic research, 125
basing-point pricing, 676
behavior, consumer. See consumer
behavioral targeting, 265, 320, 321, 640�641
BehaviorScan, 322�323
beliefs, 222�224
benchmarks, 39, 453
benefit segmentation, 272
blogs, 194, 320, 530�531, 581

advertising, 572
corporate/noncorporate, 530�531, 581
opinion leaders, 211�212
State of the Blogosphere, 530
teen, 212

bodegas, 116
Bollywood, 576
bots, shopping, 648�649
boycotts, 154
brainstorming, new products, 366
brand, defined, 342
branding, 222, 342�347, 579

benefits of, 343
brand equity, 343
brand extensions, 196
brand image, 222
brand logo makeover, 557
brand mark, 342
brand names, 42, 219, 342
brand theft, 165�166
captive brands, 344
cobranding, 345�346
global brands, 343, 351
individual versus family brands, 344�345
manufacturers� versus private brands, 344
strategies, 343�346
trademarks, 346�347

break-even analysis, 644�646
breakage, 674
breast cancer awareness, 95�96
brokers, channels, 420�421, 423�424
bundling, pricing, 679�680, 686
business

analysis, new products, 367
of firm, defining, 11�12
processes, supply chain management, 

454�459
products, 246�247, 337
products, channels for, 424�425
services, 248

business format franchising, 499
business marketing, 232�258

buyers/buying behavior, 244�245, 248�252
buying centers, 248�250
case study, 257�258
company clip, 258
consumer markets, contrasted, 243�246
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