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which pulls marketing together under a sustainable marketing framework. In be-
tween, frequent discussions and examples show how sustainable marketing calls for 
socially and environmentally responsible actions that meet both the immediate and 
the future needs of customers, companies, and society as a whole.

•	 The seventeenth edition provides new discussions and examples of the growth in 
global marketing. As the world becomes a smaller, more competitive place, marketers 
face new global marketing challenges and opportunities, especially in fast-growing 
emerging markets such as China, India, Brazil, Africa, and others. You’ll find much 
new coverage of global marketing throughout the text, starting in Chapter 1 and dis-
cussed fully in Chapter 19.

Five Major Customer Value and Engagement Themes
The seventeenth edition of Principles of Marketing builds on five major customer value and 
engagement themes:

1. Creating value for customers in order to capture value from customers in return.  
Today’s marketers must be good at creating customer value, engaging customers, and manag-
ing customer relationships. Outstanding marketing companies understand the marketplace 
and customer needs, design value-creating marketing strategies, develop  integrated 
marketing programs that engage customers and deliver value and satisfaction, and build 
strong customer relationships and brand community. In return, they capture value from 
customers in the form of sales, profits, and customer equity.

This innovative customer-value and engagement framework is introduced at the 
start of Chapter 1 in a five-step marketing process model, which details how mar-
keting creates customer value and captures value in return. The framework is care-
fully developed in the first two chapters and then fully integrated throughout the 
remainder of the text.

2. Customer Engagement and Today’s Digital and Social Media. New digital and so-
cial media have taken today’s marketing by storm, dramatically changing how com-
panies and brands engage consumers and how consumers connect and influence 
each other’s brand behaviors. The seventeenth edition introduces and thoroughly 
explores the contemporary concept of customer engagement marketing and the excit-
ing new digital and social media technologies that help brands to engage customers 
more deeply and interactively. It starts with two major Chapter 1 sections: Customer 
Engagement and Today’s Digital and Social Media and The Digital Age: Online, Mobile, 
and Social Media. A refreshed Chapter 17 on Direct, Online, Social Media, and Mobile 
Marketing summarizes the latest developments in digital engagement and relation-
ship-building tools. Everywhere in between, you’ll find revised and expanded cov-
erage of the exploding use of digital and social tools to create customer engagement 
and build brand community.

3. Building and managing strong, value-creating brands. Well-positioned brands with 
strong brand equity provide the basis upon which to build customer value and profit-
able customer relationships. Today’s marketers must position their brands powerfully 
and manage them well to create valued brand experiences. The seventeenth edition 
provides a deep focus on brands, anchored by a Chapter 8 section on Branding Strategy: 
Building Strong Brands.

4. Measuring and managing return on marketing. Especially in uneven economic 
times, marketing managers must ensure that their marketing dollars are being well 
spent. In the past, many marketers spent freely on big, expensive marketing pro-
grams, often without thinking carefully about the financial returns on their spend-
ing. But all that has changed rapidly. “Marketing accountability”—measuring and 
managing marketing return on investment—has now become an important part of 
strategic marketing decision making. This emphasis on marketing accountability is 
addressed in Chapter 2, in Appendix 2 (Marketing by the Numbers), and throughout 
the seventeenth edition.

5. Sustainable marketing around the globe. As technological developments make the 
world an increasingly smaller and more fragile place, marketers must be good at mar-
keting their brands globally and in sustainable ways. New material throughout the 





Learning Aids That Create Value and Engagement
A wealth of chapter-opening, within-chapter, and end-of-chapter learning devices help stu-
dents to learn, link, and apply major concepts:

•	 Integrated chapter-opening preview sections. The active and integrative chapter-opening 
spread in each chapter starts with a Chapter Preview, which briefly previews chapter 
concepts, links them with previous chapter concepts, and introduces the chapter-
opening story. This leads to a chapter-opening vignette—an engaging, deeply devel-
oped, illustrated, and annotated marketing story that introduces the chapter material 
and sparks student interest. Finally, an Objective Outline provides a helpful preview of 
chapter contents and learning objectives, complete with page numbers.

•	 Real Marketing highlights. Each chapter contains two carefully developed highlight 
features that provide an in-depth look at real marketing practices of large and small 
companies.

•	 Author comments and figure annotations. Each figure contains author comments that ease 
student understanding and help organize major text sections.

•	 Reviewing and Extending the Concepts. Sections at the end of each chapter summarize 
key chapter concepts and provide questions and exercises by which students can 
review and apply what they’ve learned. The Objectives Review and Key Terms section 
reviews major chapter concepts and links them to chapter objectives. It also provides 
a helpful listing of chapter key terms by order of appearance with page numbers that 
facilitate easy reference. A Discussion and Critical Thinking section provides discussion 
questions and critical thinking exercises that help students to keep track of and apply 
what they’ve learned in the chapter.

•	 Applications and Cases. Brief Online, Mobile, and Social Media Marketing; Marketing Ethics; 
and Marketing by the Numbers sections at the end of each chapter provide short ap-
plications cases that facilitate discussion of current issues and company situations in 
areas such as mobile and social marketing, ethics, and financial marketing analysis. A 
Video Case section contains short vignettes with discussion questions to be used with 
a set four- to seven-minute videos that accompanied the seventeenth edition. End-of-
chapter Company Case sections provide all-new or revised company cases that help 
students to apply major marketing concepts to real company and brand situations.

•	 Marketing Plan appendix. Appendix 1 contains a sample marketing plan that helps stu-
dents to apply important marketing planning concepts.

•	 Marketing by the Numbers appendix. An innovative Appendix 2 provides students with 
a comprehensive introduction to the marketing financial analysis that helps to guide, 
assess, and support marketing decisions. An exercise at the end of each chapter lets 
students apply analytical and financial thinking to relevant chapter concepts and links 
the chapter to the Marketing by the Numbers appendix.

More than ever before, the seventeenth edition of Principles of Marketing creates value 
and engagement for you—it gives you all you need to know about marketing in an e�ective 
and enjoyable total learning package!

A Total Teaching and Learning Package
A successful marketing course requires more than a well-written book. Today’s classroom 
requires a dedicated teacher, well-prepared students, and a fully integrated teaching sys-
tem. A total package of teaching and learning supplements extends this edition’s emphasis 
on creating value and engagement for both the student and instructor. The following aids 
support Principles of Marketing, seventeenth edition.
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This first chapter introduces you to the basic concepts 
of marketing. We start with the question: What is mar-
keting? Simply put, marketing is engaging customers 
and managing profitable customer relationships. The 
aim of marketing is to create value for customers in 

order to capture value from customers in return. Next we discuss 
the five steps in the marketing process—from understanding cus-
tomer needs, to designing customer value–driven marketing strat-
egies and integrated marketing programs, to building customer 
relationships and capturing value for the firm. Finally, we discuss 
the major trends and forces affecting marketing in this new age of 

digital, mobile, and social media. Understanding these basic con-
cepts and forming your own ideas about what they really mean to 
you will provide a solid foundation for all that follows.

Let’s start with a good story about marketing in action at 
Emirates, the largest international airline in the world and one of 
the best-known brands on the planet. Emirate’s success results 
from much more than just offering a way to connect people from 
point A to point B. It’s based on a customer-focused marketing 
strategy by which Emirates  creates customer value through deep 
brand– customer engagement and close brand community with 
and among its customers.

EmiratEs’ CUstOmEr VaLUE—DriVEN markEtiNg: Engaging Customers  
and Building a Brand Community

Emirates is not just offering a way to 
connect people from point A to point B 
but is the catalyst to connect people’s 
dreams, hopes, and aspirations.

Marketing
Creating Customer Value and Engagement

customer needs of surfing the Internet, emailing, or simply 
calling a land line while in the airplane, as well as exclusive 
lounges for its clientele. These offerings have allowed Emirates 
to deliver its value proposition to its customers and support its 
mission statement of committing to high standards.

The Skywards Program, the airlines’ frequent traveler loy-
alty program, also plays a key role in helping Emirates build 
strong customer relationships. In an industry-leading innovation, 
members now earn miles by zone instead of actual miles flown. A 
“miles accelerator feature” offers bonus miles on specific flights 
and is designed to boost turnover on flights with less full flights.

Facing increased and fierce 
competition, Emirates has launched 
a range of customer service initia-
tives that support differentiation, 
including Dubai Connect, an incen-
tive for premium-class passengers 
offering free luxury hotel accom-
modation, including meals, ground 

transportation, and visa costs in Dubai. Another differentiating el-
ement of its customer service is Chauffeur-drive, a service offered 
to customers flying first-class or business-class. Emirates chauf-
feurs collect customers from their doorstep or will be present to 
take them to their final destination when they land. This could 

T
he Emirates Group operates across six continents 
and 150 cities with a 95,000-strong team comprised 
of over 160 nationalities. The Emirates airline, head-
quartered in Dubai, UAE, was founded in 1985. The 

financial year ending March 31, 2016, saw the Group achieve 
its 28th consecutive year of profit in a financial year. The 
company successfully capitalized on its location—a small city-
state strategically located to reach three-fourths of the world 
population in a flight of less than eight hours—to build a fast- 
growing and profitable hub-based business model, making it 
the largest international airline in the world.

Emirates set out to be an in-
novative, modern, and customer- 
oriented provider of high-quality 
air travel services. Through the 
years, Emirates has successfully 
and continuously created a cus-
tomer-focused value proposition 
by offering a combination of prod-
ucts, services, information, and experiences customized for 
its market demographics for each of its destinations. This ap-
proach had led to an array of product offerings such as its on-
board Information, Communication, and Entertainment (ICE) 
system, an all-in-one communications device accommodating 
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be straight to the customer’s hotel, their next meeting, their 
favorite restaurant, or even to the course for a round of golf. 
This service is available in over 70 cities worldwide.

As competitors continued to discount air fares close 
to loss levels, Emirates maintained fares while manag-
ing healthy yields supported by excellent load factors. 
The company was capable of doing this because of its 
customer value–driven marketing approach and its ser-
vice proposition, for which customers continue to be 
willing to pay a premium. Whereas competitors empha-
sized low prices or well-maintained aircraft, Emirates 
built customer engagement and relationships. Beyond 
the functional benefit of air travel, Emirates marketed its 
services as “The Emirates Experience,” a genuine passion 
for comfort and attention to detail. Customers didn’t just 
fly Emirates; they experienced it.

Connecting with customers once required simply out-
spending competitors on big media ads and celebrity endorsers 
that talk at customers. In these digital times, however, Emirates 
is forging a new kind of customer relationship, a deeper, more 
personal, more engaging one. Emirates still invests in tradi-
tional advertising, but the brand now spends an increasing 
amount of its marketing budget on cutting-edge digital and 
social media marketing that interacts with customers to build 
brand engagement and community.

Emirates uses online, mobile, and social media marketing 
to connect with their customers. Emirates also creates brand 
“tribes”—large groups of highly engaged users—with the help 
of social media platforms such as Facebook, Twitter, Instagram, 
YouTube, and Pinterest. For example, the main Emirates Facebook 
page has more than 6.5 million likes. The Emirates Twitter page 
adds another 822,000; the Emirates Instagram page has 1.9 million 
subscribers, making it the largest in the industry; and the compa-
ny’s LinkedIn page has 667,000 followers, also no. 1 in the airline 
business. Emirates’ social media presence engages customers at 
a high level, gets them talking with each other about the brand, 
and weaves the brand into their daily lives through cross-media 
campaigns that integrate digital media with traditional tools to 
connect with customers. A compelling example is the company’s 
“Hello Tomorrow” campaign, which was launched in 2012 and 
positioned the global airline as the enabler of global connectivity 
and meaningful experiences. Emirates wanted to be perceived as 
a lifestyle choice and to ensure that more people than ever will 
fly Emirates. The target audience was “globalistas”—people who 
live to experience new cultures. Emirates was looking for a big 
idea that would build virtual bridges between globalistas and dif-
ferent cultures worldwide; inspire conversations on food, fashion, 
art, and music; and break the mold for a travel brand to engage 
with its audience and inspire discussions like never before.

Sir Maurice Flanagan, the founding CEO of Emirates and 
the former executive vice-chairman of The Emirates Group, 
emphasized that Emirates is not just offering a way to connect 
people from point A to point B but is the catalyst to connect 
people’s dreams, hopes, and aspirations. He also stated that the 

company is connecting people and cultures, creating relevant 
and meaningful experiences that are shaping the world.

The campaign launch featured print, TV, and digital adver-
tising, including some iconic billboards in New York’s Times 
Square and Milan’s central train station. Launched in over 
80 markets across the world, the new brand platform pre-
sented Emirates’ new mindset through communication and 
engagement that celebrates global travel, conveying Emirates’ 
commitment to connect with people and help them realize 
their potential through travel. Reflecting an effort to target a 
younger audience, the “Hello Tomorrow” campaign debuted 
with vignettes of the TV spots on Emirates’ Facebook channel. 
Moreover, Emirates collaborated with the BBC to develop a 
new series called “Collaboration Culture,” which followed 14 
leading personalities who collaborated across their respective 
fields in music, food, fashion, and art. With CNN, Emirates 
created “Fusion Journeys,” a concept that took artists to join 
fellow artists across the world to learn, teach, and even perform 
with them in their own country. Finally, Emirates’ created the 
“Inspired Culture” channel on Yahoo! Globally, where globalis-
tas can access recommendations, videos, and content, engaging 
with other people and being inspired by their creations.

The new global culture reached 43 million viewers across 
85 countries through the BBC, CNN, and Yahoo! Emirates’ 
consideration jumped from 38 percent to 69 percent among 
viewers and an impressive 84 percent of viewers exposed to the 
content reportedly believe Emirates was a brand that sought to 
connect the world and create a “brighter future.”

Emirates has become the world’s most valuable airline 
brand, with an estimated value of $7.7 billion, according to the 
2016 Brand Finance Global 500 report. It came out 47 places 
above the next closest airline brand. As a result of its customer-
centric approach and integrated marketing campaigns (such 
as the Hello Tomorrow initiative), Emirates has demonstrated 
commitment, authenticity, relevance, and differentiation outside 
the travel industry. Emirates has successfully changed the way 
it reaches out to its customers by moving away from the prod-
uct and creating a discourse of global customer engagement.1

Emirates’ success is due in part to its diverse product offerings.
Antony Nettle/Alamy Stock Photo
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OBJECTIVES OUTLINE

OBJECTIVE 1-1 Define marketing and outline the steps in the marketing process.

What Is Marketing? (pp 28–30)

OBJECTIVE 1-2 Explain the importance of understanding the marketplace and customers and identify the five 
core marketplace concepts.

Understanding the Marketplace and Customer Needs (pp 30–34)

OBJECTIVE 1-3 Identify the key elements of a customer value–driven marketing strategy and discuss the 
marketing management orientations that guide marketing strategy.

Designing a Customer Value–Driven Marketing Strategy and Plan (pp 34–38)

OBJECTIVE 1-4 Discuss customer relationship management and identify strategies for creating value for 
customers and capturing value from customers in return.

Managing Customer Relationships and Capturing Customer Value (pp 38–46)

OBJECTIVE 1-5 Describe the major trends and forces that are changing the marketing landscape in this age 
of relationships.

The Changing Marketing Landscape (pp 46–55)

Today’s successful companies have one thing in common: Like Emirates, they are 
strongly customer focused and heavily committed to marketing. These companies 
share a passion for satisfying customer needs in well-defined target markets. They mo-
tivate everyone in the organization to help build lasting customer relationships based 
on creating value.

Customer relationships and value are especially important today. Facing dramatic 
technological advances and deep economic, social, and environmental challenges, today’s 
customers are reassessing how they engage with brands. New digital, mobile, and social 
media developments have revolutionized how consumers shop and interact, in turn call-
ing for new marketing strategies and tactics. It’s now more important than ever to build 
strong customer engagement, relationships, and advocacy based on real and enduring 
customer value.

We’ll discuss the exciting new challenges facing both customers and marketers later in 
the chapter. But first, let’s introduce the basics of marketing.

What Is Marketing?
Marketing, more than any other business function, deals with customers. Although we will 
soon explore more-detailed definitions of marketing, perhaps the simplest definition is this 
one: Marketing is engaging customers and managing profitable customer relationships. The two-
fold goal of marketing is to attract new customers by promising superior value and to keep 
and grow current customers by delivering value and satisfaction.

For example, Nike leaves its competitors in the dust by delivering on its promise to 
inspire and help everyday athletes to “Just do it.” Amazon dominants the online market-
place by creating a world-class online buying experience that helps customers to “find 
and discover anything they might want to buy online.” Facebook has attracted more than 
1.5 billion active web and mobile users worldwide by helping them to “connect and share 
with the people in their lives.” And Coca-Cola has earned an impressive 49 percent global 
share of the carbonated beverage market—more than twice Pepsi’s share—by fulfilling its 

Pause here and think about 
how you’d answer this 

question before studying marketing. 
Then see how your answer changes as 
you read the chapter.

Author
Comment
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“Taste the Feeling” motto with products that provide “a simple pleasure that makes every-
day moments more special.”2

Sound marketing is critical to the success of every organization. Large for-profit firms 
such as Google, Target, Procter & Gamble, Coca-Cola, and Microsoft use marketing. But so 
do not-for-profit organizations, such as colleges, hospitals, museums, symphony orches-
tras, and even churches.

You already know a lot about marketing—it’s all 
around you. Marketing comes to you in the good old 
traditional forms: You see it in the abundance of prod-
ucts at your nearby shopping mall and the ads that 
fill your TV screen, spice up your magazines, or stuff 
your mailbox. But in recent years, marketers have 
assembled a host of new marketing approaches, ev-
erything from imaginative websites and smartphone 
apps to blogs, online videos, and social media. These 
new approaches do more than just blast out messages 
to the masses. They reach you directly, personally, 
and interactively. Today’s marketers want to become 
a part of your life and enrich your experiences with 
their brands. They want to help you live their brands.

At home, at school, where you work, and where 
you play, you see marketing in almost everything you 
do. Yet there is much more to marketing than meets the 
consumer’s casual eye. Behind it all is a massive net-
work of people, technologies, and activities competing 
for your attention and purchases. This book will give 
you a complete introduction to the basic concepts and 
practices of today’s marketing. In this chapter, we be-
gin by defining marketing and the marketing process.

Marketing Defined
What is marketing? Many people think of marketing as only selling and advertising. We 
are bombarded every day with TV commercials, catalogs, spiels from salespeople, and 
online pitches. However, selling and advertising are only the tip of the marketing iceberg.

Today, marketing must be understood not in the old sense of making a sale—“telling 
and selling”—but in the new sense of satisfying customer needs. If the marketer engages 
consumers effectively, understands their needs, develops products that provide superior 
customer value, and prices, distributes, and promotes them well, these products will sell 
easily. In fact, according to management guru Peter Drucker, “The aim of marketing is 
to make selling unnecessary.”3 Selling and advertising are only part of a larger marketing 
mix—a set of marketing tools that work together to engage customers, satisfy customer 
needs, and build customer relationships.

Broadly defined, marketing is a social and managerial process by which individuals 
and organizations obtain what they need and want through creating and exchanging value 
with others. In a narrower business context, marketing involves building profitable, value-
laden exchange relationships with customers. Hence, we define marketing as the process 
by which companies engage customers, build strong customer relationships, and create 
customer value in order to capture value from customers in return.4

The Marketing Process
Figure 1.1 presents a simple, five-step model of the marketing process for creating 

and capturing customer value. In the first four steps, companies work to understand 
consumers, create customer value, and build strong customer relationships. In the final 
step,  companies reap the rewards of creating superior customer value. By creating value 
for consumers, they in turn capture value from consumers in the form of sales, profits, and 
long-term customer equity.

In this chapter and the next, we will examine the steps of this simple model of mar-
keting. In this chapter, we review each step but focus more on the customer relationship 

Marketing
The process by which companies engage 
customers, build strong customer 
relationships, and create customer value 
in order to capture value from customers 
in return.

 Marketing is all around you, in good old traditional forms and in a host 
of new forms, from websites and mobile phone apps to videos and online 
social media.
Westend61/Getty Images
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Create value for customers and
build customer relationships

Capture value from
customers in return

Capture value
from customers to
create profits and
customer equity

Engage customers,
build profitable

relationships, and
create customer

delight

Construct an
integrated 

marketing program
that delivers

superior value

Understand the
marketplace and
customer needs

and wants

Design a
customer value–
driven marketing

strategy

This important figure shows marketing in
a nutshell. By creating value for customers,
marketers capture value from customers in
return. This five-step process forms the
marketing framework for the rest of the
chapter and the remainder of the text.

 FIgurE | 1.1
The Marketing Process: Creating and Capturing Customer Value

 Staying close to customers: Energetic target CEO Brian Cornell 
makes regular unannounced visits to target stores, accompanied by 
local moms and loyal target shoppers.
Ackerman + Gruber

Author
Comment

Marketing is all about 
creating value for 

customers. So, as the first step in the 
marketing process, the company must 
fully understand customers and the 
marketplace.

offline and online. People at all levels of the company— 
including top management—stay close to customers:5

Target’s energetic CEO, Brian Cornell, makes regular unan-
nounced visits to Target stores, accompanied by local moms 
and loyal Target shoppers. Cornell likes nosing around 
stores and getting a real feel for what’s going on. It gives him 
“great, genuine feedback.” He and other Target executives 
even visit customers in their homes, opening closet doors 
and poking around in cupboards to understand their product 
choices and buying habits. Similarly, Boston Market CEO 
George Michel makes frequent visits to company restaurants, 
working in the dining room and engaging customers to learn 
about “the good, the bad, and the ugly.” He also stays con-
nected by reading customer messages on the Boston Market 
website and has even cold-called customers for insights. 
“Being close to the customer is critically important,” says 
Michel. “I get to learn what they value, what they appreciate.”

steps—understanding customers, engaging and building relationships with customers, 
and capturing value from customers. In Chapter 2, we look more deeply into the second 
and third steps—designing value-creating marketing strategies and constructing market-
ing programs.

Understanding the Marketplace and Customer Needs
As a first step, marketers need to understand customer needs and wants and the 
 marketplace in which they operate. We examine five core customer and marketplace con-
cepts: (1) needs, wants, and demands; (2) market offerings (products, services, and experiences); 
(3) value and satisfaction; (4) exchanges and relationships; and (5) markets.

Customer Needs, Wants, and Demands
The most basic concept underlying marketing is that of human needs. Human needs are 
states of felt deprivation. They include basic physical needs for food, clothing, warmth, and 
safety; social needs for belonging and affection; and individual needs for knowledge and 
self-expression. Marketers did not create these needs; they are a basic part of the human 
makeup.

Wants are the form human needs take as they are shaped by culture and individual 
personality. An American needs food but wants a Big Mac, fries, and a soft drink. A person in 
Papua, New Guinea, needs food but wants taro, rice, yams, and pork. Wants are shaped by 
one’s society and are described in terms of objects that will satisfy those needs. When backed 

by buying power, wants become demands. Given their 
wants and resources, people demand products and services 
with benefits that add up to the most value and satisfaction.

Companies go to great lengths to learn about and 
understand customer needs, wants, and demands. They 
conduct consumer research, analyze mountains of customer 
data, and observe customers as they shop and interact, 

Needs
States of felt deprivation.

Wants
The form human needs take as they 
are shaped by culture and individual 
personality.

Demands
Human wants that are backed by 
buying power.
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Market Offerings—Products, Services, and Experiences
Consumers’ needs and wants are fulfilled through market offerings—some combination 
of products, services, information, or experiences offered to a market to satisfy a need or 
a want. Market offerings are not limited to physical products. They also include services—
activities or benefits offered for sale that are essentially intangible and do not result in 
the ownership of anything. Examples include banking, airline, hotel, retailing, and home 
repair services.

More broadly, market offerings also include other entities, such as persons, places, or-
ganizations, information, and ideas. For example, San Diego runs a “Happiness Is Calling” 
advertising campaign that invites visitors to come and enjoy the city’s great weather and 
good times—everything from its bays and beaches to its downtown nightlife and urban 
scenes. And the Ad Council and the National Highway Traffic Safety Administration cre-
ated a “Stop the Texts. Stop the Wrecks.” campaign that markets the idea of eliminating 
texting while driving. The campaign points out that a texting driver is 23 times more likely 
to get into a crash than a non-texting driver.6

Many sellers make the mistake of paying more attention to the specific products they 
offer than to the benefits and experiences produced by these products. These sellers suffer 
from marketing myopia. They are so taken with their products that they focus only on 
existing wants and lose sight of underlying customer needs.7 They forget that a product 
is only a tool to solve a consumer problem. A manufacturer of quarter-inch drill bits may 
think that the customer needs a drill bit. But what the customer really needs is a quarter-
inch hole. These sellers will have trouble if a new product comes along that serves the 
customer’s need better or less expensively. The customer will have the same need but will 
want the new product.

Smart marketers look beyond the attributes of the products and services they sell. By 
orchestrating several services and products, they create brand experiences for consumers. 
For example, you don’t just visit Walt Disney World Resort; you immerse yourself and 
your family in a world of wonder, a world where dreams come true and things still work 
the way they should. And your local Buffalo Wild Wings restaurant doesn’t just serve up 
wings and beer; it gives customers the ultimate “Wings. Beer. Sports.” fan experience (see 
Real Marketing 1.1).

Similarly, Mattel’s American Girl does much more than just make and sell 
high-end dolls. It creates special experiences between the dolls and the girls who adore 
them.8

To put more smiles on the faces of the girls who love their American Girl dolls, the 
company operates huge American Girl experiential stores in 20 major cities around the 
country. Each store carries an amazing selection of dolls plus every imaginable outfit 
and accessory. But more than just places to shop, American Girl stores are exciting des-
tinations unto themselves, offering wonderfully engaging experiences for girls, mothers, 
grandmothers, and even dads or grandpas. There’s an in-store restaurant where girls, 
their dolls, and grown-ups can sit down together for brunch, lunch, afternoon tea, or din-
ner. There’s even a doll hair salon where a stylist can give a doll a new hairdo. American 
Girl also offers “perfect parties” to celebrate a birthday or any day as well as a full slate of 
special events, from crafts and activities to excursions. Much more than a store that sells 
dolls, says the company, “it’s the place where imaginations can soar.” A visit to American 
Girl creates “Fun today. Memories forever.”

Customer Value and Satisfaction
Consumers usually face a broad array of products and services that might satisfy a 
given need. How do they choose among these many market offerings? Customers 
form expectations about the value and satisfaction that various market offerings will 
deliver and buy accordingly. Satisfied customers buy again and tell others about 
their good experiences. Dissatisfied customers often switch to competitors and dis-
parage the product to others.

Marketers must be careful to set the right level of expectations. If they set expec-
tations too low, they may satisfy those who buy but fail to attract enough buyers. If 
they set expectations too high, buyers will be disappointed. Customer value and cus-
tomer satisfaction are key building blocks for developing and managing customer 
relationships. We will revisit these core concepts later in the chapter.

Market offerings
Some combination of products, services, 
information, or experiences offered to a 
market to satisfy a need or want.

Marketing myopia
The mistake of paying more attention to 
the specific products a company offers 
than to the benefits and experiences 
produced by these products.

 Marketing experiences: american Girl 
does more than just make and sell high-end 
dolls. It creates special experiences between 
the dolls and the girls who adore them.
Image courtesy of American Girl, Inc. All rights reserved.
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no matter what your team or sport, including 
live streaming of local college and even high 
school events. B-Dubs creates an exciting 
environment that makes it the next best thing 
to being at the game—or something even 
better. “We consider ourselves to have 1,100 
stadiums,” says the chain’s vice president for 
guest experience and innovation.

There’s an experience for everyone at 
Buffalo Wild Wings. The chain appeals to a 
wide range of customers, from pub-loving 
sports nuts to families looking for an af-
fordable evening out. Singles and couples 
gravitate to the bar area; families stick to the 
carpeted areas with booths. In addition to 
streaming sports events of all kinds on the 
big screens, B-Dubs supplies tableside tab-
lets upon which customers can play poker 
or trivia games. A social jukebox feature lets 
guests control the music that plays on the 
restaurant’s sound system.

It seems like there’s always something 
happening in a B-Dubs to engage custom-
ers and enhance the experience. Take the 
chain’s infamous Blazin’ Wing Challenge—
which promises a trophy-style T-shirt and 
a place on the Wall of Fame to any cus-
tomer who can down a dozen wings with 
the chain’s hottest signature sauce in no 
more than six minutes. That’s no easy 
feat considering that the Blazin’ sauce  

is 60 times hotter than typical jalapeño 
sauce. During the six-minute binge, chal-
lengers are not allowed to use napkins or 
utensils, touch their faces, or eat or drink 
anything other than the wings (no dipping 
sauces, please). The menu boasts plenty of 
warnings, and servers advise most people 
not to even attempt the challenge. And 
before taking the plunge, each challenger 
signs a waiver agreeing that he or she “vol-
untarily assumes all risk of loss, damage, 
injury, illness, or death that may be sus-
tained by him or her as a result.” As you can 
imagine, when a challenge is announced 
over the PA, it usually draws a crowd.

Buffalo Wild Wings never rushes its guests. 
Whereas many other casual-dining restaurants 
have a “turn-and-burn” philosophy—cycling as 
many paying guests as possible through each 
table—at B-Dubs it’s just the opposite. Buffalo 
Wild Wings encourages people to linger longer, 
enjoy the food, and soak up the ambiance.

To help make that happen, the chain has 
created a new staff position at each res-
taurant. In addition to the usual waitstaff, 
each table has a “Guest Experience Captain.” 
According to B-Dubs’s chief marketer, the 
captain is “like a host at any party,” moving 
from table to table, chatting with guests, 
personalizing their experiences, and making 
sure their needs are met. Want a special 

“Wings. Beer. Sports.” That’s the 
long-standing motto for the fast-
growing Buffalo Wild Wings res-
taurant chain. “B-Dubs”—as it’s 
known to avid regulars—focuses on 
food and sports and “everything in 
between.”

There’s no doubt about it. Buffalo Wild 
Wings more than lives up to the “wings” 
and “beer” parts of the equation. It serves 
up wings in an abundant variety: boned or 
boneless, with five dry seasonings and 17 
signature sauces ranging on the heat scale 
from Sweet BBQ (traditional BBQ sauce: sat-
isfyingly sweet with no heat) to Desert Heat 
(smoky, sweet, and chili pepper seasoning) 
to Reformulated Blazin’ (so good, it’s scary—
made with the unrelenting heat of the ghost 
pepper). To wash it all down, each B-Dubs 
restaurant pours as many as 30 different 
draft beers, with a full selection of domestic, 
import, and craft beer brands. You won’t go 
hungry or thirsty at B-Dubs.

However, the Buffalo Wild Wings recipe for 
success goes much deeper than just selling 
wings and beer for profit. What really packs 
’em in and keeps ’em coming back is the 
B-Dubs customer experience. Customers do 
gobble up the wings—more than 11   million 
wings chain-wide on last Super Bowl Sunday 
alone. But even more important, they come to 
B-Dubs to watch sports, trash talk, cheer on 
their sports teams, and meet old friends and 
make new ones—that is, a total eating and 
social experience. “We realize that we’re not 
just in the business of selling wings,” says the 
company. “We’re something much bigger. 
We’re in the business of fueling the sports fan 
experience. Our mission is to WOW people 
every day!”

Everything about B-Dubs is designed to 
deliver the ultimate sports experience, for 
any fan of any sport. The WOW begins the 
minute you step into any of Buffalo Wild 
Wings’s 1,100 restaurants. This is not your 
average dark-and-dank sports bar. Instead, 
a B-Dubs is like a miniature stadium, with 
high ceilings, ample natural light, and brightly 
colored furnishings and wall coverings. The 
newest Buffalo Wild Wings “Stadia” restau-
rants are divided into barrier-free zones—
including a bar area and a separate dining 
area. And  every B-Dubs has 60 to 70 really 
big  flat-screen TVs lining the walls, over the 
bar, and about everywhere else, ensuring that 
every table has the best seat in the house 

Customer-focused mission: the Buffalo Wild Wings mission is to provide a total 
eating and social environment that “fuels the sports fan experience” through  
in-store and online engagement.
Reprinted with permission of Buffalo Wild Wings, Inc.
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Exchanges and Relationships
Marketing occurs when people decide to satisfy their needs and wants through exchange 
relationships. Exchange is the act of obtaining a desired object from someone by offering 
something in return. In the broadest sense, the marketer tries to bring about a response to 
some market offering. The response may be more than simply buying or trading products and 
services. A political candidate, for instance, wants votes; a church wants membership and par-
ticipation; an orchestra wants an audience; and a social action group wants idea acceptance.

Marketing consists of actions taken to create, maintain, and grow desirable exchange 
relationships with target audiences involving a product, service, idea, or other object. 
Companies want to build strong relationships by consistently delivering superior cus-
tomer value. We will expand on the important concept of managing customer relationships 
later in the chapter.

Markets
The concepts of exchange and relationships lead to the concept of a market. A market is 
the set of actual and potential buyers of a product or service. These buyers share a par-
ticular need or want that can be satisfied through exchange relationships.

Marketing means managing markets to bring about profitable customer relationships. 
However, creating these relationships takes work. Sellers must search for and engage buy-
ers, identify their needs, design good market offerings, set prices for them, promote them, 
and store and deliver them. Activities such as consumer research, product development, 
communication, distribution, pricing, and service are core marketing activities.

Although we normally think of marketing as being carried out by sellers, buyers also 
carry out marketing. Consumers market when they search for products, interact with 
companies to obtain information, and make their purchases. In fact, today’s digital tech-
nologies, from online sites and smartphone apps to the explosion of social media, have 
empowered consumers and made marketing a truly two-way affair. Thus, in addition to 
customer relationship management, today’s marketers must also deal effectively with 
customer-managed relationships. Marketers are no longer asking only “How can we influence 
our customers?” but also “How can our customers influence us?” and even “How can our 
customers influence each other?”

Exchange
The act of obtaining a desired object from 
someone by offering something in return.

Market
The set of all actual and potential buyers 
of a product or service.

brand in its industry for digital fan engage-
ment. B-Dubs’s very active website draws 
3 million visitors per month. The brand has 
more than 12 million Facebook fans, 660,000 
Twitter followers, and very active YouTube 
and Instagram pages. It recently launched 
GameBreak, an app for fantasy football and 
other games that can be played inside or 
outside its restaurants. According to the 
company’s customer experience executive, 
GameBreak players visit more often, stay 
longer, and tend to “buy that second or third 
beer or maybe one more basket of wings.” In 
all, Buffalo Wild Wings creates a host of both 
in-store and online promotions that inspire 
camaraderie. “It’s about giving [customers] 

game on one screen with another game on 
the screen next to it? Your Guest Experience 
Captain sees to it. Need help with a tablet? 
Your captain lends a hand. Want to try some 
new sauces? Your captain will make sugges-
tions and even bring out samples of different 
sauces with complimentary fries for dipping.

Adding Guest Experience Captains is a ma-
jor expense, especially when multiplied across 
shifts in all 1,100 stores. But Buffalo Wild 
Wings reasons that the captains will more than 
pay for themselves by enhancing the all-im-
portant guest experience, keeping customers 
around longer, and bringing them back more 
often. Buffalo Wild Wings restaurants with cap-
tains are achieving record levels of customer 
satisfaction and loyalty compared with those 
that have not yet brought captains on board. 
“It’s just an opportunity for us to go a little 
deeper with the community than our competi-
tors,” says the B-Dubs marketing chief.

True to its “ultimate sports experience” 
mission, Buffalo Wild Wings actively engages 
its customers digitally and socially outside 
its restaurants as well as inside. In fact, the 
company brags that it’s the number-one 

Sources: Demitrios Kalogeropoulos, “Why Buffalo Wild Wings Is Spending More on Its Employees,” The Motley 
Fool, June 24, 2015, www.fool.com/investing/general/2015/06/24/why-buffalo-wild-wings-is-spending-more-on-
its-emp.aspx; Demitrios Kalogeropoulos, “3 Reasons Buffalo Wild Wings Can Keep Soaring in 2015,” The Motley 
Fool, January 9, 2015, www.fool.com/investing/general/2015/01/09/3-reasons-why-buffalo-wild-wings-can-keep-
soaring.aspx; Bryan Gruley, “The Sloppy Empire: How Buffalo Wild Wings Turned the Sports Bar into a $1.5 Billion 
Juggernaut,” Bloomberg Businessweek, April 13–19, 2015, pp. 62-65; Tanya Dua, “The Buffalo Wild Wings Recipe 
for the ‘Ultimate Sports Experience,’” August 4, 2015, http://digiday.com/brands/buffalo-wild-wings-recipe-
ultimate-sports-experience/; and http://ir.buffalowildwings.com/financials.cfm and www.buffalowildwings.com/en/, 
accessed September 2016.

tools to not just be spectators but advocates 
of the brand,” says the chain.

Catering to the customer experience has 
paid big dividends for Buffalo Wild Wings. 
B-Dubs is now the nation’s number-one seller 
of chicken wings and largest pourer of draft 
beer. Over the past five years, as other casual-
dining restaurants have struggled with fierce 
competition and slow growth, B-Dubs’s sales 
have more than tripled and profits are up 250 
percent. The chain’s “hottest wing coating 
available comes with a warning to B-Dubs’ 
customers: ‘keep away from eyes, pets, and 
children.’ The sauce is called ‘Blazin’,’ says one 
analyst. ‘That term also happens to be a good 
description of the stock’s performance lately.’”

www.fool.com/investing/general/2015/06/24/why-buffalo-wild-wings-is-spending-more-onits-emp.aspx
www.fool.com/investing/general/2015/01/09/3-reasons-why-buffalo-wild-wings-can-keepsoaring.aspx
www.fool.com/investing/general/2015/01/09/3-reasons-why-buffalo-wild-wings-can-keepsoaring.aspx
http://digiday.com/brands/buffalo-wild-wings-recipeultimate
http://digiday.com/brands/buffalo-wild-wings-recipeultimate
http://ir.buffalowildwings.com/financials.cfm
www.buffalowildwings.com/en/
www.fool.com/investing/general/2015/06/24/why-buffalo-wild-wings-is-spending-more-onits-emp.aspx
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Figure 1.2 shows the main elements in a marketing 
system. Marketing involves serving a market of final consum-
ers in the face of competitors. The company and competitors 
research the market and interact with consumers to understand their needs. Then they 
create and exchange market offerings, messages, and other marketing content with con-
sumers, either directly or through marketing intermediaries. Each party in the system is 
affected by major environmental forces (demographic, economic, natural, technological, 
political, and social/cultural).

Each party in the system adds value for the next level. The arrows represent relationships 
that must be developed and managed. Thus, a company’s success at engaging customers and 
building profitable relationships depends not only on its own actions but also on how well the 
entire system serves the needs of final consumers. Walmart cannot fulfill its promise of low 
prices unless its suppliers provide merchandise at low costs. And Ford cannot deliver a high-
quality car-ownership experience unless its dealers provide outstanding sales and service.

Designing a Customer Value–Driven Marketing 
Strategy and Plan
Customer Value–Driven Marketing Strategy
Once it fully understands consumers and the marketplace, marketing management can 
design a customer value–driven marketing strategy. We define marketing management 
as the art and science of choosing target markets and building profitable relationships 
with them. The marketing manager’s aim is to engage, keep, and grow target customers 
by creating, delivering, and communicating superior customer value.

To design a winning marketing strategy, the marketing manager must answer 
two important questions: What customers will we serve (what’s our target market)? and 
How can we serve these customers best (what’s our value proposition)? We will discuss 
these marketing strategy concepts briefly here and then look at them in more detail in 
Chapters 2 and 7.

Selecting Customers to Serve
The company must first decide whom it will serve. It does this by dividing the market 
into segments of customers (market segmentation) and selecting which segments it will go 
after (target marketing). Some people think of marketing management as finding as many 
customers as possible and increasing demand. But marketing managers know that they 
cannot serve all customers in every way. By trying to serve all customers, they may not 
serve any customers well. Instead, the company wants to select only customers that it can 
serve well and profitably. For example, Nordstrom profitably targets affluent professionals; 
Dollar General profitably targets families with more modest means.

Ultimately, marketing managers must decide which customers they want to target and 
on the level, timing, and nature of their demand. Simply put, marketing management is 
customer management and demand management.

Marketing management
The art and science of choosing 
target markets and building profitable 
relationships with them.

Major environmental forces

Marketing
intermediaries

Competitors

Company

Suppliers Final
consumers

Arrows represent relationships that
must be developed and managed to
create customer value and profitable
customer relationships. 

Each party in the system adds value.
Walmart cannot fulfill its promise of low
prices unless its suppliers provide low
costs. Ford cannot deliver a high-quality
car-ownership experience unless its
dealers provide outstanding service.
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Once a company fully 
 understands its consumers 

and the marketplace, it must decide 
which customers it will serve and how 
it will bring them value.

Author
Comment
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Choosing a Value Proposition
The company must also decide how it will serve targeted customers—how it will dif-
ferentiate and position itself in the marketplace. A brand’s value proposition is the set of 
benefits or values it promises to deliver to consumers to satisfy their needs. JetBlue 
promises to put “You Above All” by bringing “humanity back to travel.” By con-

trast, Spirit Airlines gives you “Bare Fare” pricing: “Less 
Money. More Go.” Homewood Suites by Hilton wants 
you to “Make yourself at home.” Meanwhile, the 
Hyatt Regency brand declares that sometimes “It’s good 
not to be home.” Its ads highlight the joys of traveling 
and the fun things that people do when they are traveling 
on business.

Such value propositions differentiate one brand 
from another. They answer the customer’s question: 
“Why should I buy your brand rather than a competi-
tor’s?” Companies must design strong value proposi-
tions that give them the greatest advantage in their 
target markets.

Marketing Management Orientations
Marketing management wants to design strategies that will 
engage target customers and build profitable relationships 
with them. But what philosophy should guide these market-
ing strategies? What weight should be given to the interests 
of customers, the organization, and society? Very often, 
these interests conflict.

There are five alternative concepts under which organizations design and carry out 
their marketing strategies: the production, product, selling, marketing, and societal marketing 
concepts.

The Production Concept. The production concept holds that consumers will favor 
products that are available and highly affordable. Therefore, management should focus 
on improving production and distribution efficiency. This concept is one of the oldest 
orientations that guides sellers.

The production concept is still a useful philosophy in some situations. For ex-
ample, both personal computer maker Lenovo and home appliance maker Haier domi-
nate the highly competitive, price-sensitive Chinese market through low labor costs, 
high production efficiency, and mass distribution. However, although useful in some 
situations, the production concept can lead to marketing myopia. Companies adopting 
this orientation run a major risk of focusing too narrowly on their own operations and 
losing sight of the real objective—satisfying customer needs and building customer 
relationships.

The Product Concept. The product concept holds that consumers will favor products 
that offer the most in quality, performance, and innovative features. Under this concept, 
marketing strategy focuses on making continuous product improvements.

Product quality and improvement are important parts of most marketing strate-
gies. However, focusing only on the company’s products can also lead to marketing 
myopia. For example, some manufacturers believe that if they can “build a bet-
ter mousetrap, the world will beat a path to their doors.” But they are often rudely 
shocked. Buyers may be looking for a better solution to a mouse problem but not 
necessarily for a better mousetrap. The better solution might be a chemical spray, an 
exterminating service, a house cat, or something else that suits their needs even better 
than a mousetrap. Furthermore, a better mousetrap will not sell unless the manufac-
turer designs, packages, and prices it attractively; places it in convenient distribution 
channels; brings it to the attention of people who need it; and convinces buyers that it 
is a better product.

production concept
The idea that consumers will favor 
products that are available and highly 
affordable; therefore, the organization 
should focus on improving production 
and distribution efficiency.

product concept
The idea that consumers will favor 
products that offer the most quality, 
performance, and features; therefore, 
the organization should devote its 
energy to making continuous product 
improvements.

 Value propositions: the Hyatt regency brand declares that 
sometimes “It’s good not to be home.” Its ads highlight the joys of 
business travel and staying at a Hyatt regency hotel.
Courtesy Hyatt Corporation. Photograph ©Richard Schultz-2015. Talent: Dean West.
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The Selling Concept. Many companies follow the selling concept, which holds that 
consumers will not buy enough of the firm’s products unless it undertakes a large-scale 
selling and promotion  effort. The selling concept is typically practiced with unsought 
goods—those that buyers do not normally think of buying, such as life insurance or blood 
donations. These industries must be good at tracking down prospects and selling them on 
a product’s benefits.

Such aggressive selling, however, carries high risks. It focuses on creating sales trans-
actions rather than on building long-term, profitable customer relationships. The aim often 
is to sell what the company makes rather than to make what the market wants. It assumes 
that customers who are coaxed into buying the product will like it. Or, if they don’t like 
it, they will possibly forget their disappointment and buy it again later. These are usually 
poor assumptions.

The Marketing Concept. The marketing concept holds that achieving organizational 
goals depends on knowing the needs and wants of target markets and delivering the 
desired satisfactions better than competitors do. Under the marketing concept, customer 
focus and value are the paths to sales and profits. Instead of a product-centered make-and-
sell philosophy, the marketing concept is a customer-centered sense-and-respond philosophy. 
The job is not to find the right customers for your product but to find the right products for 
your customers.

Figure 1.3 contrasts the selling concept and the marketing concept. The selling 
concept takes an inside-out perspective. It starts with the factory, focuses on the company’s 
existing products, and calls for heavy selling and promotion to obtain profitable sales. It 
focuses primarily on customer conquest—getting short-term sales with little concern about 
who buys or why.

In contrast, the marketing concept takes an outside-in perspective. As Herb Kelleher, 
the colorful founder of Southwest Airlines, once put it, “We don’t have a marketing depart-
ment; we have a customer department.” The marketing concept starts with a well-defined 
market, focuses on customer needs, and integrates all the marketing activities that affect 
customers. In turn, it yields profits by creating relationships with the right customers based 
on customer value and satisfaction.

Implementing the marketing concept often means more than simply responding to 
customers’ stated desires and obvious needs. Customer-driven companies research custom-
ers deeply to learn about their desires, gather new product ideas, and test product im-
provements. Such customer-driven marketing usually works well when a clear need exists 
and when customers know what they want.

In many cases, however, customers don’t know what they want or even what is 
possible. As Henry Ford once remarked, “If I’d asked people what they wanted, they 
would have said faster horses.”9 For example, even 20 years ago, how many consumers 
would have thought to ask for now-commonplace products such as tablet computers, 
smartphones, digital cameras, 24-hour online buying, digital video and music stream-
ing, and GPS systems in their cars and phones? Such situations call for customer-driving 
 marketing—understanding customer needs even better than customers themselves do and 
creating products and services that meet both existing and latent needs, now and in the 
future. As an executive at 3M put it, “Our goal is to lead customers where they want to go 
before they know where they want to go.”

Selling concept
The idea that consumers will not buy 
enough of the firm’s products unless the 
firm undertakes a large-scale selling and 
promotion effort.

Marketing concept
A philosophy in which achieving 
organizational goals depends on knowing 
the needs and wants of target markets 
and delivering the desired satisfactions 
better than competitors do.
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Profits through
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The selling concept takes an
inside-out view that focuses on
existing products and heavy
selling. The aim is to sell what
the company makes rather than
making what the customer wants.

The marketing concept
takes an outside-in view
that focuses on satisfying
customer needs as a
path to profits. As
Southwest Airlines's colorful
founder puts it, “We don’t
have a marketing
department; we have a
customer department.”
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The Societal Marketing Concept. The societal marketing concept questions 
whether the pure marketing concept overlooks possible conflicts between consumer short-
run wants and consumer long-run welfare. Is a firm that satisfies the immediate needs and 
wants of target markets always doing what’s best for its consumers in the long run? The 
societal marketing concept holds that marketing strategy should deliver value to custom-
ers in a way that maintains or improves both the consumer’s and society’s well-being. It 
calls for sustainable marketing, socially and environmentally responsible marketing that 
meets the present needs of consumers and businesses while also preserving or enhancing 
the ability of future generations to meet their needs.

Even more broadly, many leading business and marketing thinkers are now preaching 
the concept of shared value, which recognizes that societal needs, not just economic needs, 
define markets.10 The concept of shared value focuses on creating economic value in a way 
that also creates value for society. A growing number of companies known for their hard-
nosed approaches to business—such as GE, Dow, Google, IBM, Intel, Johnson & Johnson, 
Nestlé, Unilever, and Walmart—are rethinking the interactions between society and corpo-
rate performance. They are concerned not just with short-term economic gains but with the 

well-being of their customers, the depletion of natural resources 
vital to their businesses, the viability of key suppliers, and the eco-
nomic well-being of the communities in which they operate.

One prominent marketer calls this Marketing 3.0. “Marketing 
3.0 organizations are values-driven,” he says. “I’m not talking about 
being value-driven. I’m talking about ‘values’ plural, where values 
amount to caring about the state of the world.” Another marketer 
calls it purpose-driven marketing. “The future of profit is purpose,” 
he says.11

As Figure 1.4 shows, companies should balance three 
considerations in setting their marketing strategies: company prof-
its, consumer wants, and society’s interests. Online grocer Door to 
Door Organics operates this way:12

Societal marketing concept
The idea that a company’s marketing 
decisions should consider consumers’ 
wants, the company’s requirements, 
consumers’ long-run interests, and 
society’s long-run interests.

 the societal marketing concept: Door to Door Organics does 
more than just sell natural and organic groceries online for profit. 
Its deep-felt mission is “to bring more Good Food—food that 
positively impacts health, communities, and the environment—to 
more people in a sustainable way.”
Door to Door Organics

Societal
marketing
concept

Consumers
(Want satisfaction)

Company
(Profits)

Society
(Human welfare) Online grocer Door to Door Organics knows

that doing what’s right benefits both
customers and the company. It wants to
“make a positive impact on our food
system, make people healthier, connect
communities, grow local economies, and
inspire people to eat Good Food.”

FIgurE | 1.4
Three Considerations Underlying 
the Societal Marketing Concept

Door to Door Organics delivers fresh, high-quality, organic, natu-
ral, and local meat, dairy, produce, and groceries directly to homes, 
offices, and schools in 16 states across the country. Customers order 
online and receive weekly deliveries to their doorsteps year-round. 
But Door to Door Organics does much more than just sell groceries 
online for profit. It also dedicates itself to a deeply felt mission “to 
bring more Good Food—food that positively impacts health, com-
munities, and the environment—to more people in a sustainable 
way.” It wants to “make a positive impact on our food system, make 
people healthier, connect communities, grow local economies, and 
inspire people to eat Good Food.”

To meet its ambitious Good Food mission, Door to Door sources 
most of what it sells from local family farms and businesses who 
are “dedicated stewards of the land and use USDA-certified organic 
practices that are healthier for both animals and people, better for the 
soil, and reduce carbon emissions.” Door to Door delivers to specified 
areas on specific days of the week, maintaining a tight delivery radius 
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that reduces both costs and carbon emissions. And through careful food management, the com-
pany puts 44 percent less wasted food in landfills than the average grocery store. Door to Door 
Organics also treats customers responsibly. All deliveries carry a #JoyDelivered guarantee—if a 
customer isn’t “absolutely delighted,” the company will make it right. Thanks to its societal mis-
sion, Door to Door Organics is thriving, suggesting that doing good can benefit both the planet 
and the company.

Preparing an Integrated Marketing Plan and Program
The company’s marketing strategy outlines which customers it will serve and how it will create 
value for these customers. Next, the marketer develops an integrated marketing program that 
will actually deliver the intended value to target customers. The marketing program builds cus-
tomer relationships by transforming the marketing strategy into action. It consists of the firm’s 
marketing mix, the set of marketing tools the firm uses to implement its marketing strategy.

The major marketing mix tools are classified into four broad groups, called the four Ps 
of marketing: product, price, place, and promotion. To deliver on its value proposition, the 
firm must first create a need-satisfying market offering (product). It must then decide how 
much it will charge for the offering (price) and how it will make the offering available to 
target consumers (place). Finally, it must engage target consumers, communicate about the 
offering, and persuade consumers of the offer’s merits (promotion). The firm must blend 
each marketing mix tool into a comprehensive integrated marketing program that com-
municates and delivers the intended value to chosen customers. We will explore marketing 
programs and the marketing mix in much more detail in later chapters.

Managing Customer Relationships and Capturing 
Customer Value
Engaging Customers and Managing Customer Relationships
The first three steps in the marketing process—understanding the marketplace and cus-
tomer needs, designing a customer value–driven marketing strategy, and constructing a 
marketing program—all lead up to the fourth and most important step: engaging custom-
ers and managing profitable customer relationships. We first discuss the basics of customer 
relationship management. Then we examine how companies go about engaging customers 
on a deeper level in this age of digital and social marketing.

Customer Relationship Management
Customer relationship management is perhaps the most important concept of modern marketing. 
In the broadest sense, customer relationship management is the overall process of build-
ing and maintaining profitable customer relationships by delivering superior customer value 
and satisfaction. It deals with all aspects of acquiring, engaging, and growing customers.

Relationship Building Blocks: Customer Value and Satisfaction. The key to build-
ing lasting customer relationships is to create superior customer value and satisfaction. 
Satisfied customers are more likely to be loyal customers and give the company a larger 
share of their business.

Attracting and retaining customers can be a difficult task. Customers often face a 
bewildering array of products and services from which to choose. A customer buys from 
the firm that offers the highest customer-perceived value—the customer’s evaluation 
of the difference between all the benefits and all the costs of a market offering relative to 
those of competing offers. Importantly, customers often do not judge values and costs “ac-
curately” or “objectively.” They act on perceived value.

To some consumers, value might mean sensible products at affordable prices. To other con-
sumers, however, value might mean paying more to get more. For example, a Steinway  piano—
any Steinway piano—costs a lot. But to those who own one, a Steinway is a great value:13

A Steinway grand piano typically runs anywhere from $61,000 to as high as several hundred 
thousand dollars. The most popular model sells for about $87,000. But ask anyone who owns 
a Steinway grand piano, and they’ll tell you that, when it comes to Steinway, price is nothing; 
the Steinway experience is everything. Steinway makes very high-quality pianos—handcrafting 

Customer relationship 
management
The overall process of building and 
maintaining profitable customer 
relationships by delivering superior 
customer value and satisfaction.

Customer-perceived value
The customer’s evaluation of the 
difference between all the benefits and all 
the costs of a marketing offer relative to 
those of competing offers.

Doing a good job with 
the first three steps in the 

marketing process sets the stage 
for step four, building and managing 
customer relationships.
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Customer satisfaction depends on the product’s 
perceived performance relative to a buyer’s expecta-
tions. If the product’s performance falls short of ex-
pectations, the customer is dissatisfied. If performance 

matches expectations, the customer is satisfied. If performance exceeds expectations, the 
customer is highly satisfied or delighted.

Outstanding marketing companies go out of their way to keep important custom-
ers satisfied. Most studies show that higher levels of customer satisfaction lead to greater 
customer loyalty, which in turn results in better company performance. Companies aim to 
delight customers by promising only what they can deliver and then delivering more than 
they promise. Delighted customers not only make repeat purchases but also become will-
ing marketing partners and “customer evangelists” who spread the word about their good 
experiences to others.

For companies interested in delighting customers, exceptional value and service be-
come part of the overall company culture. For example, L.L.Bean—the iconic American 
outdoor apparel and equipment retailer—was founded on the principle that keeping cus-
tomers satisfied is the key to building lasting relationships.14

Year after year, L.L.Bean lands in the top 10 of virtually every list of top service companies, 
including J.D. Power’s most recent list of “customer service champions.” The customer-service 
culture runs deep at L.L.Bean. More than 100 years ago, Leon Leonwood Bean founded 

Customer satisfaction
The extent to which a product’s perceived 
performance matches a buyer’s 
expectations.

 Perceived value: a Steinway piano—any Steinway piano—costs a 
lot. But a to Steinway customer, it’s a small price to pay for the value of 
owning one.
© Westend61 GmbH/Alamy Stock Photo

 Customer satisfaction: Customer service champion L.L.Bean was 
founded on a philosophy of complete customer satisfaction. as founder 
Leon Leonwood Bean put it, “I do not consider a sale complete until [the] 
goods are worn out and the customer [is] still satisfied.”
L.L.Bean

each Steinway from more than 12,000 individual parts 
requires up to one full year. But, more importantly, 
owners get the Steinway mystique. The Steinway name 
evokes images of classical concert stages and the ce-
lebrities and performers who’ve owned and played 
Steinway pianos across more than 160 years. But 
Steinways aren’t just for world-class pianists and the 
wealthy. Ninety-nine percent of all Steinway buyers are 
amateurs who perform only in their dens.

So is a Steinway piano worth its premium price 
compared with less expensive pianos? To many con-
sumers, the answer is no. But to Steinway custom-
ers, whatever a Steinway costs, it’s a small price to pay 
for the value of owning one. As one Steinway user puts 
it, “A pianist without a Steinway, for me, is the same as 
a singer without a voice.” Says another, “My friendship 
with the Steinway piano is one of the most important 
and beautiful things in my life.” Who can put a price on 
such feelings?

the company on a philosophy of complete customer 
satisfaction, expressed in the following guarantee: 
“I do not consider a sale complete until [the] goods 
are worn out and the customer [is] still satisfied.” To 
this day, customers can return any item, no questions 
asked, even decades after purchase.

The company’s customer-service philosophy is 
perhaps best summed up in founder L.L.’s answer 
to the question “What is a customer?” His answer 
still forms the backbone of the company’s values: “A 
customer is the most important person ever in this 
company—in person or by mail. A customer is not de-
pendent on us, we are dependent on him. A customer 
is not an interruption of our work, he is the purpose 
of it. We are not doing a favor by serving him, he is 
doing us a favor by giving us the opportunity to do 
so. A customer is not someone to argue or match wits 
with. Nobody ever won an argument with a customer. 
A customer is a person who brings us his wants. It is 
our job to handle them profitably to him and to our-
selves.” Adds former L.L.Bean CEO Leon Gorman: “A 
lot of people have fancy things to say about customer 
service, but it’s just a day-in, day-out, ongoing, never-
ending, persevering, compassionate kind of activity.”
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Other companies that have become legendary for customer delight and their service 
heroics include Zappos.com, Amazon.com, Chick-fil-A, Nordstrom department stores, and 
JetBlue Airways. However, a company doesn’t need to have over-the-top service to create 
customer delight. For example, no-frills grocery chain ALDI has highly satisfied customers, 
even though they have to bag their own groceries and can’t use credit cards. ALDI’s every-
day very low pricing on good-quality products delights customers and keeps them coming 
back. Thus, customer satisfaction comes not just from service heroics but from how well a 
company delivers on its basic value proposition and helps customers solve their buying 
problems. “Most customers don’t want to be ‘wowed,’” says one marketing consultant. 
“They [just] want an effortless experience.”15

Although a customer-centered firm seeks to deliver high customer satisfaction rela-
tive to competitors, it does not attempt to maximize customer satisfaction. A company can 
always increase customer satisfaction by lowering its prices or increasing its services. But 
this may result in lower profits. Thus, the purpose of marketing is to generate customer 
value profitably. This requires a very delicate balance: The marketer must continue to gen-
erate more customer value and satisfaction but not “give away the house.”

Customer Relationship Levels and Tools. Companies can build customer relation-
ships at many levels, depending on the nature of the target market. At one extreme, a 
company with many low-margin customers may seek to develop basic relationships with 
them. For example, P&G’s Tide detergent does not phone or call on all of its consumers to 
get to know them personally. Instead, Tide creates engagement and relationships through 
product experiences, brand-building advertising, websites, and social media. At the other 
extreme, in markets with few customers and high margins, sellers want to create full part-
nerships with key customers. For example, P&G sales representatives work closely with 
Walmart, Kroger, and other large retailers that sell Tide. In between these two extremes, 
other levels of customer relationships are appropriate.

Beyond offering consistently high value and satisfaction, marketers can use specific mar-
keting tools to develop stronger bonds with customers. For example, many companies offer 
frequency marketing programs that reward customers who buy frequently or in large amounts. 
Airlines offer frequent-flier programs, hotels give room upgrades to frequent guests, and 
supermarkets give patronage discounts to “very important customers.”

These days almost every 
brand has a loyalty rewards 
program. Such programs can 
enhance and strengthen a cus-
tomer’s brand  experience. For 
example, Hilton’s HHonors 
loyalty program offers the 
usual ability to earn points 
redeemable for free stays or 
upgrades (anywhere, any-
time, with no blackout dates) 
but also for flights (e.g., 
points can be converted into 
miles for flight bookings). 

More importantly, the 
 member-exclusive HHonors 
smartphone app allows trav-
elers to personalize their stay. 
It offers functionalities like 
an eCheck-in or the selection 
of on-property benefits (such 
as pillows or snacks) prior 
to arrival. Travelers can pick 
their room of choice before 
their stay, either from a digi-
tal floor plan or by choosing 
their room’s view with Google 
maps. The app also serves as 

 relationship marketing tools: Hilton’s HHonors loyalty program personalizes and strengthens the 
customer’s brand experience.
Stephen Barnes/Alamy Stock Photo
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a digital key, meaning that travelers do not even need to visit the front desk. Additional 
features include personalized content reflecting the user’s forthcoming travels, the option to 
request Uber rides, as well as restaurant recommendations. For future stays, the app offers 
the option of marking favorite hotels or hotel rooms.16

Significant changes are occurring in the nature of customer–brand relationships. 
Today’s digital technologies—the internet and the surge in online, mobile, and social 
 media—have profoundly changed the ways that people on the planet relate to one an-
other. In turn, these events have had a huge impact on how companies and brands con-
nect with customers and how customers connect with and influence each other’s brand 
behaviors.

Customer Engagement and Today’s Digital and Social Media
The digital age has spawned a dazzling set of new customer relationship-building tools, 
from websites, online ads and videos, mobile ads and apps, and blogs to online com-
munities and the major social media, such as Twitter, Facebook, YouTube, Snapchat, and 
Instagram.

Yesterday’s companies focused mostly on mass marketing to broad segments of 
customers at arm’s length. By contrast, today’s companies are using online, mobile, and 
social media to refine their targeting and to engage customers more deeply and inter-
actively. The old marketing involved marketing brands to consumers. The new  marketing 
is  customer-engagement marketing—fostering direct and continuous customer 
 involvement in shaping brand conversations, brand experiences, and brand community. 
Customer-engagement marketing goes beyond just selling a brand to consumers. Its goal is 
to make the brand a meaningful part of consumers’ conversations and lives.

The burgeoning internet and social media have given a huge boost to customer-
engagement marketing. Today’s consumers are better informed, more connected, and 
more empowered than ever before. Newly empowered consumers have more informa-
tion about brands, and they have a wealth of digital platforms for airing and sharing 
their brand views with others. Thus, marketers are now embracing not only customer 
relationship management but also customer-managed relationships, in which customers 
connect with companies and with each other to help forge and share their own brand 
experiences.

Greater consumer empowerment means that companies can no longer rely on market-
ing by intrusion. Instead, they must practice marketing by attraction—creating market of-
ferings and messages that engage consumers rather than interrupt them. Hence, most mar-
keters now combine their mass-media marketing efforts with a rich mix of online, mobile, 

and social media marketing that promotes brand–
consumer engagement, brand conversations, and 
brand advocacy among customers.

For example, companies post their latest 
ads and videos on social media sites, hoping 
they’ll go viral. They maintain an extensive pres-
ence on Twitter, YouTube, Facebook, Google+, 
Pinterest, Instagram, Snapchat, Vine, and other so-
cial media to create brand buzz. They launch their 
own blogs, mobile apps, online microsites, and 
consumer-generated review systems, all with the 
aim of engaging customers on a more personal, 
interactive level.

Take Twitter, for example. Organizations 
ranging from Dell, JetBlue, and Dunkin’ Donuts to 
the Chicago Bulls, NASCAR, and the Los Angeles 
Fire Department have created Twitter pages and 
promotions. They use tweets to start conversa-
tions with and between Twitter’s more than 307 
million active users, address customer service is-
sues, research customer reactions, and drive traffic 
to relevant articles, web and mobile marketing 
sites, contests, videos, and other brand activities.

Customer-engagement marketing
Making the brand a meaningful part of 
consumers’ conversations and lives 
by fostering direct and continuous 
customer involvement in shaping 
brand conversations, experiences, and 
community.

 Engaging customers: Life is good starts with a deeply felt, engagement-
worthy sense of purpose: spreading the power of optimism. then it creates 
online and social media tools that let people engage and help co-author the 
brand’s story.
© WWPhotography/Alamy Stock Photo
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Similarly, almost every company has something going on Facebook these days. 
Starbucks has more than 36 million Facebook “fans”; Coca-Cola has more than 96 mil-
lion. And every major marketer has a YouTube channel where the brand and its fans post 
current ads and other entertaining or informative videos. Instagram, LinkedIn, Pinterest, 
Snapchat, Vine—all have exploded onto the marketing scene, giving brands more ways 
to engage and interact with customers. Skilled use of social media can get consumers in-
volved with a brand, talking about it, and advocating it to others.

The key to engagement marketing is to find ways to enter targeted consumers’ con-
versations with engaging and relevant brand messages. Simply posting a humorous video, 
creating a social media page, or hosting a blog isn’t enough. And not all customers want 
to engage deeply or regularly with every brand. Successful engagement marketing means 
making relevant and genuine contributions to targeted consumers’ lives and interactions. 
Consider T-shirt and apparel maker Life is good:17

For starters, Life is good has an authentic, engagement-worthy sense of purpose: spreading the 
power of optimism. The brand is about helping people to open up, create relationships, and con-
nect with other people. The company’s infectious philosophy is best represented by the “Life is 
good” slogan itself and by Jake—the familiar beret-wearing, happy-go-lucky stick figure who 
quickly became a pop-culture icon. Life is good backs its optimism philosophy with good deeds, 
donating 10 percent of its net profits each year to help kids in need.

Online and social media have become a perfect fit for sharing the Life is good mes-
sage. Today, the brand fosters a thriving community of Optimists, with more than 2.6 million 
Facebook fans, 304,000 Twitter followers, 33,000 followers on Instagram, and an active YouTube 
channel. But the strongest engagement platform is the brand’s own website, Lifeisgood.com, one 
of the most active customer-engagement sites found anywhere online. The site’s “Live It” sec-
tion gives brand fans a breath of “fresh share.” It’s a place where they share photos, videos, and 
stories showing the brand’s role in their trials, triumphs, and optimism. To Life is good, true en-
gagement is about deep meaningful relationships that go beyond the products it is selling. Says 
Life is good CEO Bert Jacobs: “You can’t build a brand on your own; we have entered a world 
where customers co-author your story.”

Consumer-Generated Marketing
One form of customer-engagement marketing is  consumer-generated marketing, by 
which consumers themselves play role in shaping their own brand experiences and those 
of others. This might happen through uninvited consumer-to-consumer exchanges in blogs, 
video-sharing sites, social media, and other digital forums. But increasingly, companies them-
selves are inviting consumers to play a more active role in shaping products and brand content.

Some companies go directly to their customers for new product ideas and designs. For 
example, Airbus claims that the interior of its new A330neo aircraft, which is set to launch 
in 2017, is mainly designed based on comments gathered from disgruntled passengers on 
social media. The aerospace company then proposed an 18-inch (45.72 cm) seat width as the 
standard for future long-haul economy air travel. It commissioned new scientific research 
and revealed its findings on social media with the hashtag #AirbusComfort. The research 
demonstrated that a minimum seat width of 18 inches improves passenger sleep quality by 
53 percent when compared to the 1950s 17-inch standard. For over a day, the campaign’s 
message was run in six languages, including live responses and monitoring. The campaign 
secured more than 70 million impressions and there was notable uplift in community size. 
Airbus is taking this to the next level in 2017 with the “Fly Your Ideas” campaign, which is 
an online competition for international students from all disciplines to develop new ideas.18 

Other companies invite customers to play an active role in shaping ads and brand con-
tent. For example, for 10 full years, PepsiCo’s Doritos brand held a “Crash the Super Bowl” 
contest that invited 30-second ads from consumers and ran the best ones during the game. 
The contest attracted thousands of entries from around the world, and the hugely popular 
consumer-generated ads routinely finished in the top five of the USA Today’s AdMeter 
rankings. Based on the success of the “Crash the Super Bowl” contest, Doritos now runs 
new campaigns that create fun fan-made ads and other content throughout the year.19

Many brands incorporate user-generated social media content into their own tradi-
tional marketing and social media campaigns. For example, Mountain Dew stirred up and 
employed user-generated content to create buzz around a limited-time reintroduction of 
its iconic Baja Blast flavor. It began with a discreet Rogue Wave social media campaign 
in which it posted tantalizing hints on Facebook, Snapchat, Instagram, and Twitter about 
bringing Baja Blast back. For example, on Snapchat, the brand showed quick clips of 

Consumer-generated marketing
Brand exchanges created by consumers 
themselves—both invited and uninvited—
by which consumers are playing an 
increasing role in shaping their own 
brand experiences and those of other 
consumers.
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bottles. Mountain Dew fans responded with a flood 
of tweets and other social media chatter. “We started 
with discreet posts, but it didn’t take long for Dew 
Nation to call us out and beg for the rumors to be 
true,” says Mountain Dew’s digital brand manager. 
“Some of our fans even created collages of all the im-
ages featuring Baja over the last few days to confirm 
to other members of Dew Nation that Baja was com-
ing back.” Mountain Dew then created ads on social 
media and men’s lifestyle websites incorporating con-
sumers’ tweets. The result: Online chatter about Baja 
Blast shot up 170 percent.20

Despite the successes, however, harnessing con-
sumer-generated content can be a time-consuming 
and costly process, and companies may find it dif-
ficult to mine even a little gold from all the content 
submitted. Moreover, because consumers have so 
much control over social media content, inviting 
their input can sometimes backfire. For example, 
McDonald’s famously launched a Twitter campaign 
using the hashtag #McDStories, hoping that it would 
inspire heartwarming stories about Happy Meals. 
Instead, the effort was hijacked by Twitter users, 
who turned the hashtag into a “bashtag” by posting 
less-than-appetizing messages about their bad expe-
riences with the fast-food chain. McDonald’s pulled 
the campaign within only two hours, but the hashtag 
was still churning weeks, even months later.21

As consumers become more connected and empowered, and as the boom in digital 
and social media technologies continues, consumer brand engagement—whether invited 
by marketers or not—will be an increasingly important marketing force. Through a pro-
fusion of consumer-generated videos, shared reviews, blogs, mobile apps, and websites, 
consumers are playing a growing role in shaping their own and other consumers’ brand 
experiences. Engaged consumers are now having a say in everything from product design, 
usage, and packaging to brand messaging, pricing, and distribution. Brands must embrace 
this new consumer empowerment and master the new digital and social media relation-
ship tools or risk being left behind.

Partner Relationship Management
When it comes to creating customer value and building strong customer relationships, 
today’s marketers know that they can’t go it alone. They must work closely with a 
variety of marketing partners. In addition to being good at customer relationship manage-
ment, marketers must also be good at partner relationship management—working 
closely with others inside and outside the company to jointly engage and bring more 
value to customers.

Traditionally, marketers have been charged with understanding customers and rep-
resenting customer needs to different company departments. However, in today’s more 
connected world, every functional area in the organization can interact with customers. 
The new thinking is that—no matter what your job is in a company—you must understand 
marketing and be customer focused. Rather than letting each department go its own way, 
firms must link all departments in the cause of creating customer value.

Marketers must also partner with suppliers, channel partners, and others outside the 
company. Marketing channels consist of distributors, retailers, and others who connect the 
company to its buyers. The supply chain describes a longer channel, stretching from raw 
materials to components to final products that are carried to final buyers. Through supply 
chain management, companies today are strengthening their connections with partners all 
along the supply chain. They know that their fortunes rest on more than just how well they 
perform. Success at delivering customer value rests on how well their entire supply chain 
performs against competitors’ supply chains.

partner relationship management
Working closely with partners in other 
company departments and outside the 
company to jointly bring greater value to 
customers.

 Consumer-generated marketing: Mountain Dew stirred up user-generated 
content to create buzz around a limited-time reintroduction of its iconic Baja 
Blast drink, boosting online chatter by 170 percent.
PepsiCo
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Capturing Value from Customers
The first four steps in the marketing process outlined in Figure 1.1 involve engaging cus-
tomers and building customer relationships by creating and delivering superior customer 
value. The final step involves capturing value in return in the form of sales, market share, 
and profits. By creating superior customer value, the firm creates satisfied customers who 
stay loyal and buy more. This, in turn, means greater long-run returns for the firm. Here, 
we discuss the outcomes of creating customer value: customer loyalty and retention, share 
of market and share of customer, and customer equity.

Creating Customer Loyalty and Retention
Good customer relationship management creates customer satisfaction. In turn, satisfied 
customers remain loyal and talk favorably to others about the company and its products. 
Studies show big differences in the loyalty between satisfied and dissatisfied customers. 
Even slight dissatisfaction can create an enormous drop in loyalty. Thus, the aim of cus-
tomer relationship management is to create not only customer satisfaction but also cus-
tomer delight.

Keeping customers loyal makes good economic sense. Loyal customers spend more 
and stay around longer. Research also shows that it’s five times cheaper to keep an old 
customer than acquire a new one. Conversely, customer defections can be costly. Losing a 
customer means losing more than a single sale. It means losing the entire stream of pur-
chases that the customer would make over a lifetime of patronage. For example, here is a 
classic illustration of customer lifetime value:22

Customer lifetime value
The value of the entire stream of 
purchases a customer makes over a 
lifetime of patronage.

Look back at Figure 1.1. 
In the first four steps of 

the marketing process, the company 
creates value for target customers and 
builds strong relationships with them. 
If it does that well, it can capture value 
from customers in return, in the form of 
loyal customers who buy and continue 
to buy the company’s brands.
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 Customer lifetime value: to keep customers coming back, Stew 
Leonard’s has created the “Disneyland of dairy stores.” rule #1—the 
customer is always right. rule #2—If the customer is ever wrong, 
reread rule #1.
Courtesy of Stew Leonard’s

Stew Leonard, who operates a highly profitable four-store 
supermarket in Connecticut and New York, once said that 
he saw $50,000 flying out of his store every time he saw a 
sulking customer. Why? Because his average customer spent 
about $100 a week, shopped 50 weeks a year, and remained 
in the area for about 10 years. If this customer had an un-
happy experience and switched to another supermarket, Stew 
Leonard’s lost $50,000 in lifetime revenue. The loss could be 
much greater if the disappointed customer shared the bad 
experience with other customers and caused them to defect.

To keep customers coming back, Stew Leonard’s has cre-
ated what has been called the “Disneyland of Dairy Stores,” 
complete with costumed characters, scheduled entertainment, 
a petting zoo, and animatronics throughout the store. From 
its humble beginnings as a small dairy store in 1969, Stew 
Leonard’s has grown at an amazing pace. It’s built 30 addi-
tions onto the original store, which now serves more than 
300,000 customers each week. This legion of loyal shop-
pers is largely a result of the store’s passionate approach to 
customer service. “Rule #1: The customer is always right. Rule 
#2: If the customer is ever wrong, reread rule #1.”

Stew Leonard is not alone in assessing customer lifetime 
value. Lexus, for example, estimates that a single satisfied 
and loyal customer is worth more than $600,000 in lifetime 
sales, and the estimated lifetime value of a Starbucks cus-

tomer is more than $14,000.23 In fact, a company can lose money on a specific transaction but 
still benefit greatly from a long-term relationship. This means that companies must aim high 
in building customer relationships. Customer delight creates an emotional relationship with 
a brand, not just a rational preference. And that relationship keeps customers coming back.

Growing Share of Customer
Beyond simply retaining good customers to capture customer lifetime value, good cus-
tomer relationship management can help marketers increase their share of customer—
the share they get of the customer’s purchasing in their product categories. Thus, banks 
want to increase “share of wallet.” Supermarkets and restaurants want to get more “share 

Share of customer
The portion of the customer’s purchasing 
that a company gets in its product 
categories.
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of stomach.” Car companies want to increase “share of garage,” and airlines want greater 
“share of travel.”

To increase share of customer, firms can offer greater variety to current customers. Or 
they can create programs to cross-sell and up-sell to market more products and services 
to existing customers. For example, Amazon is highly skilled at leveraging relationships 
with its 304 million customers worldwide to increase its share of each customer’s spending 
budget:24

Once they log onto Amazon.com, customers often buy more than they intend, and Amazon does 
all it can to help make that happen. The online giant continues to broaden its merchandise as-
sortment, creating an ideal spot for one-stop shopping. And based on each customer’s purchase 
and search history, the company recommends related products that might be of interest. This rec-
ommendation system influences perhaps a third of all sales. Amazon’s ingenious Amazon Prime 
two-day shipping program has also helped boost its share of customers’ wallets. For an annual 
fee of $99, Prime members receive delivery of all their purchases within two days, whether it’s 
a single paperback book or a 60-inch HDTV. According to one analyst, the ingenious Amazon 
Prime program “converts casual shoppers, who gorge on the gratification of having purchases 
reliably appear two days after the order, into Amazon addicts.” As a result, Amazon’s 54 million 
U.S. Prime customers now account for more than half of its U.S. sales. On average, a Prime cus-
tomer spends 1.8 times more than a non-Prime customer.

Building Customer Equity
We can now see the importance of not only acquiring customers but also keeping and 
growing them. The value of a company comes from the value of its current and future 
customers. Customer relationship management takes a long-term view. Companies want 
to not only create profitable customers but also “own” them for life, earn a greater share of 
their purchases, and capture their customer lifetime value.

What Is Customer Equity? The ultimate aim of customer relationship management 
is to produce high customer equity.25 Customer equity is the total combined customer 
lifetime values of all of the company’s current and potential customers. As such, it’s a 
measure of the future value of the company’s customer base. Clearly, the more loyal 
the firm’s profitable customers, the higher its customer equity. Customer equity may be 
a better measure of a firm’s performance than current sales or market share. Whereas 
sales and market share reflect the past, customer equity suggests the future. Consider 
Cadillac:26

In the 1970s and 1980s, Cadillac had some of the most loyal customers in the industry. To an entire 
generation of car buyers, the name Cadillac defined “The Standard of the World.” Cadillac’s share 

Customer equity
The total combined customer lifetime 
values of all of the company’s customers.

 Managing customer equity: to increase customer equity, Cadillac is 
making the classic car cool again among younger buyers, encouraging 
consumers to “Dare Greatly.”
General Motors

of the luxury car market reached a whopping 51 percent 
in 1976, and based on market share and sales, the brand’s 
future looked rosy. However, measures of customer equity 
would have painted a bleaker picture. Cadillac customers 
were getting older (average age 60), and average customer 
lifetime value was falling. Many Cadillac buyers were on 
their last cars. Thus, although Cadillac’s market share was 
good, its customer equity was not.

Compare this with BMW. Its more youthful and vig-
orous image didn’t win BMW the early market share war. 
However, it did win BMW younger customers (average 
age about 40) with higher customer lifetime values. The 
result: In the years that followed, BMW’s market share 
and profits soared while Cadillac’s fortunes eroded badly. 
BMW overtook Cadillac in the 1980s. In recent years, 
Cadillac has struggled to make the Caddy cool again with 
edgier, high-performance designs that target a younger 
generation of consumers. More recently, the brand has 
billed itself as “The New Standard of the World” with 
marketing pitches based on “power, performance, and 
design,” attributes that position it more effectively against 
the likes of BMW and Audi. Recent ads feature young 
achievers and invite consumers to “Dare Greatly” and 
“Drive the world forward.” However, for the past decade, 
Cadillac’s share of the luxury car market has stagnated. 
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The moral: Marketers should care not just about current sales and market share. Customer life-
time value and customer equity are the name of the game.

Building the Right Relationships with the Right Customers. Companies should 
manage customer equity carefully. They should view customers as assets that need to be 
managed and maximized. But not all customers, not even all loyal customers, are good 
investments. Surprisingly, some loyal customers can be unprofitable, and some disloyal cus-
tomers can be profitable. Which customers should the company acquire and retain?

The company can classify customers according to their poten-
tial profitability and manage its relationships with them accordingly.  

Figure 1.5 classifies customers into one of four relationship groups, 
according to their profitability and projected loyalty.27 Each group 
requires a different relationship management strategy. Strangers show 
low potential profitability and little projected loyalty. There is little fit 
between the company’s offerings and their needs. The relationship man-
agement strategy for these customers is simple: Don’t invest anything in 
them; make money on every transaction.

Butterflies are potentially profitable but not loyal. There is a good 
fit between the company’s offerings and their needs. However, like real 
butterflies, we can enjoy them for only a short while and then they’re 
gone. An example is stock market investors who trade shares often and 
in large amounts but who enjoy hunting out the best deals without 
building a regular relationship with any single brokerage company. 
Efforts to convert butterflies into loyal customers are rarely successful. 
Instead, the company should enjoy the butterflies for the moment. It 
should create satisfying and profitable transactions with them, cap-
turing as much of their business as possible in the short time during 

which they buy from the company. Then it should move on and cease investing in them 
until the next time around.

True friends are both profitable and loyal. There is a strong fit between their needs and 
the company’s offerings. The firm wants to make continuous relationship investments to 
delight these customers and engage, nurture, retain, and grow them. It wants to turn true 
friends into true believers, who come back regularly and tell others about their good experi-
ences with the company.

Barnacles are highly loyal but not very profitable. There is a limited fit between their needs 
and the company’s offerings. An example is smaller bank customers who bank regularly but do 
not generate enough returns to cover the costs of maintaining their accounts. Like barnacles on 
the hull of a ship, they create drag. Barnacles are perhaps the most problematic customers. The 
company might be able to improve their profitability by selling them more, raising their fees, or 
reducing service to them. However, if they cannot be made profitable, they should be “fired.”

The point here is an important one: Different types of customers require different 
engagement and relationship management strategies. The goal is to build the right relation-
ships with the right customers.

The Changing Marketing Landscape
Every day, dramatic changes are occurring in the marketplace. Richard Love of HP ob-
served, “The pace of change is so rapid that the ability to change has now become a com-
petitive advantage.” Yogi Berra, the legendary New York Yankees catcher and manager, 
summed it up more simply when he said, “The future ain’t what it used to be.” As the 
marketplace changes, so must those who serve it.

In this section, we examine the major trends and forces that are changing the market-
ing landscape and challenging marketing strategy. We look at five major developments: the 
digital age, the changing economic environment, the growth of not-for-profit marketing, 
rapid globalization, and the call for sustainable marketing practices.

The Digital Age: Online, Mobile, and Social Media Marketing
The explosive growth in digital technology has fundamentally changed the way we live—
how we communicate, share information, access entertainment, and shop. Welcome to the 

Marketing doesn’t take 
place in a vacuum. Now 

that we’ve discussed the five steps in 
the marketing process, let’s look at how 
the ever-changing marketplace affects 
both consumers and the marketers 
who serve them. We’ll look more 
deeply into these and other marketing 
environment factors in Chapter 3.
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age of the Internet of Things (IoT), a global environment where everything and everyone 
is digitally connected to everything and everyone else. More than 3.3 billion people—46 
percent of the world’s population—are now online; 64 percent of all American adults own 
smartphones. These numbers will only grow as digital technology rockets into the future.28

Most consumers are totally smitten with all things digital. For example, according to one 
study, 71 percent of Americans keep their mobile phone next to them when they sleep; 3 per-
cent sleep with phone in hand. In just the past few years, people in the United States averaged 
more time per day with digital media (5.25 hours) than viewing traditional TV (4.5 hours).29

The consumer love affair with digital and mobile technology makes it fertile ground 
for marketers trying to engage customers. So it’s no surprise that the internet and rapid 
advances in digital and social media have taken the marketing world by storm. Digital 
and social media marketing involves using digital marketing tools such as websites, 
social media, mobile ads and apps, online video, email, blogs, and other digital platforms to 
engage consumers anywhere, anytime via their computers, smartphones, tablets, internet-
ready TVs, and other digital devices. These days, it seems that every company is reaching 

out to customers with multiple websites, newsy 
tweets and Facebook pages, viral ads and videos 
posted on YouTube, rich-media emails, and mobile 
apps that solve consumer problems and help them 
shop.

At the most basic level, marketers set up 
company and brand websites that provide informa-
tion and promote the company’s products. Many 
companies also set up branded community sites, 
where customers can congregate and exchange 
brand-related interests and information. For ex-
ample, Petco’s Community site is a place “where 
pet lovers can connect, share, and learn” via a 
blog and discussion boards dedicated to dogs (“the 
bark”), cats (“the purr”), fish (“the splash”), birds 
(“the chirp”), reptiles (“the hiss”), and other types 
of pets. And Sony’s PlayStation Forums site serves 
as a social hub for PlayStation PS4 game enthusi-
asts. It’s a place where fans can follow social me-
dia posts about PS4, watch the latest PS4 videos, 
discover which PS4 games are trending on social 
networks, share content, and interact with other 
fans—all in real time.30

Beyond brand websites, most companies are 
also integrating social and mobile media into their 
marketing mixes.

Social Media Marketing
It’s hard to find a brand website, or even a traditional media ad, that doesn’t feature 
links to the brand’s Facebook, Instagram, Twitter, Google+, YouTube, Snapchat, Pinterest, 
LinkedIn, or other social media sites. Social media provide exciting opportunities to extend 
customer engagement and get people talking about a brand.

Some social media are huge—Facebook has more than 1.59 billion active monthly mem-
bers. Instagram has more than 400 million active monthly users, Twitter has more than 315 
million monthly users, Google+ racks up 300 million active monthly visitors, and Pinterest 
draws in more than 100 million users. Reddit, the online social news community, has 234 
million unique visitors each month from 185 countries. But smaller, more focused social me-
dia sites are also thriving, such as CafeMom, an online community of 20 million moms who 
exchange advice, entertainment, and commiseration at the community’s online, Facebook, 
Twitter, Pinterest, YouTube, Google+, and mobile sites. Even tiny sites can attract active audi-
ences, such as Birdpost.com for avid birdwatchers or Ravelry.com for knitters and crocheters.

Online social media provide a digital home where people can connect and share im-
portant information and moments in their lives. As a result, they offer an ideal platform for 
real-time marketing, by which marketers can engage consumers in the moment by linking 
brands to important trending topics, real-world events, causes, personal occasions, or other 
important happenings in consumers’ lives (see Real Marketing 1.2).

Digital and social media marketing
Using digital marketing tools such as 
websites, social media, mobile apps 
and ads, online video, email, and blogs 
to engage consumers anywhere, at any 
time, via their digital devices.

 Branded online communities: Petco’s Community site is a place where 
pet lovers can connect, share, and learn via a blog and discussion boards 
dedicated to pets of all types, from dogs and cats to birds, fish, and reptiles.
Petco
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real-time marketing: Oreo’s spectacularly successful 
“You can still dunk in the dark” tweet triggered a surge 
in real-time marketing, as brands of all kinds are now 
trying to create their own “Oreo moments” by aligning 
marketing content with real-world events and trending 
topics.
© Isabella Cassini/Alamy
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the #Oscars!” With pictures of stars such as 
Meryl Streep, Clint Eastwood, Oprah Winfrey, 
and Bradley Cooper posing with their LEGO 
Oscars, #LegoOscar became the number-one 
trending topic on Twitter.

Other companies use real-time efforts to 
connect their brands to current events impor-
tant to customers. Starbucks has long used 
real-time marketing in this way. For example, 
after Winter Storm Nemo hit the northeastern 
United States with heavy snowfall and hur-
ricane-force winds in early 2013, Starbucks 
Twitter and Facebook promotions offered 
free “Snow Day” coffee to customers in af-
fected areas. “We wanted to make a grand 
[and timely] gesture,” said a Starbucks digi-
tal marketer. As another example, Red Roof 
Inn regularly links airline flight 
data from flight tracking service 
FlightAware with Google’s on-
line search-ad system to beam 
real-time ads to stranded trav-
elers facing flight cancellations. 
For example, when Chicago’s 
O’Hare Airport recently expe-
rienced a major bout of flight 
cancellations, Red Roof man-
aged to secure the top ad spot 
in three-quarters of the Google 
search results for “hotels near 
O’Hare,” resulting in a 60 per-
cent jump in bookings from 
those searches.

Companies sometimes set 
up temporary real-time com-
mand centers, or “war rooms,” 
to created rapid responses 
during major events or even to 
counter competitor’s moves. 
For example, with each new 
Apple iPhone model, at the 
very same time that Apple ex-
ecutives are on stage unveiling 
the features of the new phone, 
Samsung marketers are flood-
ing social media with clever 
real-time “The next best thing 
is already here” responses. The 
strategy lets Samsung capital-
ize on the buzz surrounding 
the Apple introductions to pro-
mote its own wares.

Done right, real-time mar-
keting can engage consumers 

in the moment and make a brand more rel-
evant. Done poorly, however, real-time en-
gagements can come off as little more than 
awkward or inappropriate intrusions. Too 
often, brands simply toss standalone, last-
minute ads or messages into social chan-
nels, hoping to “catch lightning in a bottle.” 
But hastily prepared real-time content can 
fall flat or miss the mark. Worse, self-serv-
ing real-time messages can easily backfire, 
painting the brand as opportunistic or out 
of touch.

Minute-by-minute marketing strikes rarely 
succeed. Instead, to be consistently successful, 
real-time marketing must be part of a broader, 
carefully conceived strategy that makes the 
brand itself an engaging and relevant part of 

A funny thing happened during 
Super Bowl XLVII in New Orleans. 
Early in the third quarter, the lights 
in the Mercedes-Benz Superdome 
suddenly went out. As 71,000 at-
tendees and 106 million viewers rest-
lessly bided their time and scratched 

their heads, engineers worked feverishly for 
a full 34 minutes to repair the power outage 
and bring the lights back on. But whereas the 
blackout was a disaster for Superdome man-
agement and CBS Sports and an annoyance 
for players and fans, at least one marketer saw 
it as an opportunity. Shortly after the blackout 
began, Nabisco’s Oreo brand tweeted out a 
simple message: “Power out? No problem. 
You can still dunk in the dark.”

That now-famous single tweet, conceived 
and approved within just minutes, grabbed 
more attention for Oreo than the brand’s ex-
travagant first-quarter advertisement. Within 
an hour, the “dunk in the dark” message was 
retweeted nearly 16,000 times and racked up 
more than 20,000 Facebook likes, resulting in 
tens of millions of favorable exposures. In the 
following days, Oreo received tons of media 
coverage and was hailed as “The Brand That 
Won the Blackout Bowl.” Those were pretty 
impressive results for a one-off joke by a 
cookie maker.

Oreo’s successful Super Bowl one-liner 
triggered a surge in real-time marketing. 
Brands of all kinds have since tried to cre-
ate their own “Oreo moments” by aligning 
marketing content with real-world events and 
trending topics through timely tweets, videos, 
blog entries, and social media posts.

Today, many real-time marketing efforts 
center on major media events, such as the 
Super Bowl, the Grammys, and the Academy 
Awards. These events let marketers engage 
huge, ready-made audiences. For example, 
when its blockbuster feature The LEGO Movie 
failed to win a nomination in the Best Animated 
Movie category at a recent Oscars, LEGO 
turned the snub into an opportunity to en-
gage viewers in real time during the Academy 
Awards TV spectacular. During a performance 
of the movie’s Oscar-nominated song—
“Everything Is Awesome”—performers handed 
out Oscars made of golden LEGO bricks to 
celebrities in the audience. Simultaneously, the 
brand tweeted coordinated real-time images 
and the message “#EverythingIsAwesome at 
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Daily Twist campaign gave Oreo a fourfold 
increase in Facebook shares and boosted 
its Instagram following from 2,200 to more 
than 85,000.

Oreo wages an ongoing social media and 
mobile campaign to engage consumers in 
the moment, skillfully injecting the brand into 
consumers’ lives and conversations. For ex-
ample, there was the wildly popular “Twist, 
Lick, Dunk” mobile game app that had 4 mil-
lion users dunking 4 billion virtual Oreo cook-
ies. Then there was the catchy 90-second 
“Oreo Cookie Balls” rap video, tweeted and 
posted on YouTube and other social media, 
showing clever ideas for eating and serving 
cookie balls during the end-of-year holiday 
season—it quickly went viral with more than 
1.6 million views on YouTube alone. And 
leading up to a one Halloween season, Oreo 
Laboratorium, a series of brief stop-motion 

videos, showed different Oreo creatures and 
asked fans to “Name the Nomster.” Such 
gems illustrate how Oreo keeps itself smack 
dab in the middle of the consumer con-
sciousness by making real-time marketing an 
everyday event.

Whether connected to a social cause, a 
trending topic or event, a consumer’s per-
sonal situation, or something else, the es-
sential concept behind successful real-time 
marketing is pretty simple: Find or create 
ongoing connections between the brand and 
what’s happening and important in consum-
ers’ lives, then engage consumers genuinely 
in the moment. One marketing executive 
suggests that real-time marketers should 
equate the practice to “meeting somebody in 
a social gathering—you don’t accost them, 
instead you try to find a commonality of 
interest.”

consumers’ lives. More than just trying to catch 
lightning in a bottle with one-off “Oreo mo-
ments” during showcase events, says one 
strategist, “keeping pace with the speed of 
digital culture actually requires marketers to plan 
ahead.” Says another, “The war room has given 
way to a campsite—real-time marketing needs 
to be a built-in strategy all year round.” Smart 
brands build agile, ongoing real-time marketing 
programs that listen in on the social space and 
respond with relevant marketing content that 
blends smoothly with the dynamics of custom-
ers’ real-time social sharing.

For example, although the Oreo “dunk in 
the dark” tweet might have seemed off the 
cuff, it was only the latest in a long series of 
real-time marketing efforts designed to make 
Oreo a part of consumers’ daily discourse. 
In the months preceding the Super Bowl, 
Oreo had successfully carried out its “Daily 
Twist” campaign. Each day for 100 days, 
the brand posted consumer-inspired Oreo 
cookie art tied to a relevant event. There was 
a Mars Rover Landing Oreo (an open-face 
cookie with tire tracks through its red crème 
filling), an Elvis Week Oreo (with an Oreo 
profile of the King of Rock ’n’ Roll), and a 
Shark Week Oreo (with a jagged bite taken 
out of it, of course). The groundbreaking 

Sources: “Marketing in the Moments, to Reach Customers Online,” New York Times, January 18, 2016, p. B5; 
Danielle Sacks, “The Story of Oreo: How an Old Cookie Became a Modern Marketing Personality,” Fast Company, 
October 23, 2014, www.fastcocreate.com/3037068; Christopher Heine, “Ads in Real Time, All the Time,” Adweek, 
February 18, 2013, p. 9; Christopher Palmeri, “‘Lego Movie’ Picks Up Tweets Not Trophies at Academy Awards,” 
Businessweek, February 23, 2015, www.bloomberg.com/news/articles/2015-02-23/lego-movie-picks-up-tweets-
not-trophies-at-academy-awards-show; Tanya Dua, “You Can Still Dunk in the Dark, but You Don’t Need a War 
Room,” Digiday, February 4, 2016, http://digiday.com/agencies/super-bowl-war-room-rip/; and www.360i.com/
work/oreo-daily-twist/ and https://twitter.com/oreo/status/298246571718483968, accessed September 2016.

Using social media might involve something 
as simple as a contest or promotion to garner 
Facebook Likes, tweets, or YouTube postings. But 
more often these days, large organizations of all 
kinds use a wide range of carefully integrated 
social media. For example, space agency NASA 
uses a broad mix of social media to educate the 
next generation of space explorers on its mission 
to “boldly go where no man has gone before.” 

In all, NASA has more than 480 social me-
dia accounts spanning various topics and digital 
platforms. The agency has more than 14 million 
Facebook fans, 14.5 million Twitter followers, 8.8 
million Instagram followers, and 76,000 YouTube 
subscribers. One of NASA’s largest-ever social me-
dia campaigns supported the recent test launch of 
the Orion spacecraft, which will eventually carry 
humans to deep space destinations, such as Mars 
or an asteroid:31

The extensive campaign included a dozen or more 
YouTube “I’m On Board” videos starring actors 
from classic science-fiction TV shows, such as Star 

 NaSa uses an extensive array of social media to engage and educate the next 
generation of space explorers. the agency invites you to “follow, share, and be a 
part of the conversation on popular social media sites with NaSa.”
NASA

Trek and The Incredible Hulk. Even Sesame Street’s Elmo added his support, proudly displaying 
his “I’m On Board” boarding pass, chatting up astronauts, and relaying facts and launch in-
formation on the Sesame Street Twitter feed and other digital platforms. The campaign offered 
social media users a chance to put their names on a microchip aboard the space vehicle—
more than a million people signed on. During the flight, NASA’s social media team briefed 
the public through Twitter, Facebook, and Instagram posts. In all, it’s a new NASA. People 
once followed NASA events from afar by gathering around their TV sets. Not anymore. Now, 

www.fastcocreate.com/3037068
www.bloomberg.com/news/articles/2015-02-23/lego-movie-picks-up-tweetsnot-trophies-at-academy-awards-show
http://digiday.com/agencies/super-bowl-war-room-rip/
www.360i.com/work/oreo-daily-twist/
https://twitter.com/oreo/status/298246571718483968
www.bloomberg.com/news/articles/2015-02-23/lego-movie-picks-up-tweetsnot-trophies-at-academy-awards-show
www.360i.com/work/oreo-daily-twist/
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the space agency engages fans directly through interactive social media. “You can ask an 
astronaut a question,” says NASA’s social media manager. “You can . . . really be part of the 
experience in a much different way than ever before. It’s not your father and grandfather’s 
space agency anymore.”

Mobile Marketing
Mobile marketing is perhaps the fastest-growing digital marketing platform. 
Smartphones are ever present, always on, finely targeted, and highly personal. This 
makes them ideal for engaging customers anytime, anywhere as they move through the 
buying process. For example, Starbucks customers can use their mobile devices for ev-
erything from finding the nearest Starbucks and learning about new products to placing 
and paying for orders.

Four out of five smartphone users use their phones to shop—browsing product infor-
mation through apps or the mobile web, making in-store price comparisons, reading on-
line product reviews, finding and redeeming coupons, and more. Almost 30 percent of all 
online purchases are now made from mobile devices, and mobile online sales are growing 
2.6 times faster than total online sales. During this past holiday season, mobile shoppers 
made up more than 70 percent of traffic to Walmart.com, accounting for almost half the 
site’s orders over the Black Friday weekend.32

Marketers use mobile channels to stimulate immediate buying, make shopping easier, 
enrich the brand experience, or all of these. Consider Redbox:33

Redbox DVD rental kiosks are unmanned, so the company has to find innovative ways to 
engage customers and personalize its service—most of which it does through its website and 

mobile app, text messaging, and email. Customers can use the Redbox mo-
bile app to locate Redbox kiosks, check availability of movies and games, 
and reserve rentals for quick pickup. Mobile customers can also join the 
Redbox Text Club to receive texts about the latest Redbox news, releases, 
and members-only deals.

Text Club members are Redbox’s most valuable customers, so the 
company launched a 10-day-long mobile marketing campaign to increase 
membership. Using large call-to-action stickers on kiosks, a blast of email, 
and posts on its Facebook and other social media pages, Redbox offered 
discounts of between 10 cents and $1.50 on the next DVD rental to custom-
ers who texted the word “DEALS” to 727272. The campaign—called “The 
10 Days of Deals”—generated nearly 1.5 million text messages from some 
400,000 customers, resulting in more than 200,000 new Text Club mem-
bers. “Mobile is like having a kiosk in your hand,” explains Redbox’s chief 
marketer. “It’s an incredibly important part of our [marketing] strategy.”

Although online, social media, and mobile marketing offer huge 
potential, most marketers are still learning how to use them effectively. 
The key is to blend the new digital approaches with traditional market-
ing to create a smoothly integrated marketing strategy and mix. We will 
examine digital, mobile, and social media marketing throughout the 
text—they touch almost every area of marketing strategy and tactics. 
Then, after we’ve covered the marketing basics, we’ll look more deeply 
into digital and direct marketing in Chapter 17.

The Changing Economic Environment
The Great Recession of 2008 to 2009 and its aftermath hit American con-
sumers hard. After two decades of overspending, new economic reali-
ties forced consumers to bring their consumption back in line with their 
incomes and rethink their buying priorities.

In today’s post-recession era, consumer incomes and spending 
are again on the rise. However, even as the economy has strengthened, 
rather than reverting to their old free-spending ways, Americans are 
now showing a new enthusiasm for frugality. Sensible consumption has 
made a comeback, and it appears to be here to stay. The new consumer 
spending values emphasize simpler living and more value for the 

 Mobile marketing: redbox uses mobile marketing 
to engage its customers, personalize its service, and 
promote DVD rentals. Its “the 10 Days of Deals” mobile 
campaign generated nearly 1.5 million text messages, 
resulting in more than 200,000 new redbox text Club 
members.
AP Images for Redbox
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dollar. Despite their rebounding means, consumers continue to buy less, clip more cou-
pons, swipe their credit cards less, and put more in the bank.

Many consumers are reconsidering their very definition of the good life. “People are 
finding happiness in old-fashioned virtues—thrift, savings, do-it-yourself projects, self-im-
provement, hard work, faith, and community,” says one consumer behavior expert. “We are 
moving from mindless to mindful consumption.”34 The new, more frugal spending values 
don’t mean that people have resigned themselves to lives of deprivation. As the economy 
has improved, consumers are again indulging in luxuries and bigger-ticket purchases, just 
more sensibly.

In response, companies in all industries—from discounters such as Target to luxury 
brands such as Lexus—have realigned their marketing strategies with the new economic 
realities. More than ever, marketers are emphasizing the value in their value propositions. 
They are focusing on value for the money, practicality, and durability in their product offer-
ings and marketing pitches.

For example, for years discount retailer Target focused increasingly on the “Expect 
More” side of its “Expect More. Pay Less.” value proposition. Its carefully cultivated 
“upscale-discounter” image successfully differentiated it from Walmart’s more hard-nosed 
“lowest-price” position. But when the economy soured, many consumers worried that 
Target’s trendier assortments and hip marketing also meant higher prices. So Target has 
shifted its balance more toward the “Pay Less” half of the slogan, making certain that its 
prices are in line with Walmart’s and that customers know it. Although still trendy, Target’s 
marketing now emphasizes more practical price and savings appeals. Offering “more 
for your money” holds a prominent place in the Target mission. “We think a lot about 
your budget and how to give you the best value every time you shop with us,” says the 
company.35

In adjusting to the new economy, companies may be tempted to cut their market-
ing budgets and slash prices in an effort to coax customers into opening their wallets. 
However, although cutting costs and offering selected discounts can be important market-
ing tactics, smart marketers understand that making cuts in the wrong places can dam-
age long-term brand images and customer relationships. The challenge is to balance the 
brand’s value proposition with the current times while also enhancing its long-term equity. 
Thus, rather than slashing prices in uncertain economic times, many marketers hold the 
line on prices and instead explain why their brands are worth it.

The Growth of Not-for-Profit Marketing
In recent years, marketing has also become a major part of the strategies of many not-for-
profit organizations, such as colleges, hospitals, museums, zoos, symphony orchestras, 
foundations, and even churches. The nation’s not-for-profits face stiff competition for 
support and membership. Sound marketing can help them attract membership, funds, 
and support.

For example, not-for-profit St. Jude Children’s Research Hospital has a special 
mission: “Finding cures. Saving children.” It directly serves some 7,800 patients each year 

plus countless thousands more through 
its affiliations and clinical trials in places 
across the country and around the world. 
Families never receive a bill from St. Jude, 
for treatment, travel, housing, or food. To 
accomplish this mission, St. Jude raises the 
funds for its $2.4 million daily operating 
budget through powerhouse marketing.36 
Fundraising efforts include everything from 
public service announcements, celebrity en-
dorsements, corporate partnerships, and an 
extensive online presence to events such 
as Trike-a-thons,  Math-a-thons, an Up ’Til 
Dawn student challenge, and the St. Jude 
Dream Home Giveaway. St. Jude’s works 
with more than 70  corporate partners such 
as Target, Domino’s, Williams-Sonoma, 

 Not-for-profit marketing: St. Jude Children’s research Hospital aggressively markets 
its powerful mission: “Finding cures. Saving children.”
ALSAC | St. Jude
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Regal Cinemas, and Expedia that participate in its annual Thanks and Giving campaign, 
which asks consumers to “give thanks for the healthy kids in your life, and give to those 
who are not.” The result is a pervasive brand that brings in more than $1 billion each 
year from private donors—from preschoolers and professionals to eighth-graders and 
80-year-olds.

Another example is the World Wildlife Fund (WWF), a global not-for-profit conserva-
tion organization whose mission is to conserve nature and protect the world’s wildlife. 
WWF operates in 100 countries under funding from government grants, foundations, 
corporations, and individuals—1.2 million members in the United States and nearly 5 mil-
lion members worldwide. WWF uses sophisticated marketing to raise the considerable re-
sources it needs to accomplish its sweeping mission. Just one example is the WWF’s recent 
cost-efficient but effective #LastSelfie Snapchat campaign:

The idea behind the WWF #Last Selfie campaign is that the world’s endangered wildlife 
species are disappearing from the earth as quickly as a Snapchat. To make the point, WWF 
sent nine-second Snapchat pictures of endangered animals to WWF followers worldwide 
with the message “Don’t let this be my #LastSelfie,” urging recipients to take a screenshot. 
Within only eight hours, the campaign generated 5,000 tweets viewed on 6 million time-
lines. Within only a week, there were 40,000 tweets reaching 120 million users. In all, the 
#LastSelfie campaign reached more than half of all Twitter users. It also helped WWF to 
meet its monthly donation target in just three days and led to a record number of animal 
adoptions through WWF’s website. More broadly, thanks to such marketing efforts and de-
spite its limited marketing budget, WWF raised nearly $290 million in funds last year, more 
than a third of it from individual donors.

Government agencies have also shown an increased interest in marketing. For exam-
ple, the U.S. military has a marketing plan to attract recruits to its different services, and 
various government agencies are now designing social marketing campaigns to encour-
age energy conservation and concern for the environment or discourage smoking, illegal 
drug use, and obesity. Even the once-stodgy U.S. Postal Service has developed innovative 
marketing to sell commemorative stamps, promote its Priority Mail services, and lift its 
image as a contemporary and competitive organization. In all, the U.S. government is 
the nation’s 39th largest advertiser, with an annual advertising budget of more than $980 
million.37

Rapid Globalization
As they are redefining their customer relationships, marketers are also taking a fresh 
look at the ways in which they relate with the broader world around them. Today, al-
most every company, large or small, is touched in some way by global competition. A 
neighborhood florist buys its flowers from Mexican nurseries, and a large U.S. electron-
ics manufacturer competes in its home markets with giant Korean rivals. A fledgling 
internet retailer finds itself receiving orders from all over the world at the same time 
that an American consumer goods producer introduces new products into emerging 
markets abroad.

American firms have been challenged at home by the skillful marketing of European 
and Asian multinationals. Companies such as Toyota, Nestlé, and Samsung have often out-
performed their U.S. competitors in American markets. Similarly, U.S. companies in a wide 
range of industries have developed truly global operations, making and selling their prod-
ucts worldwide. Quintessentially American McDonald’s now serves 70 million customers 
daily in more than 36,000 local restaurants in more than 100 countries worldwide—68 per-
cent of its corporate revenues come from outside the United States. Similarly, Nike markets 
in 190 countries, with non-U.S. sales accounting for 52 percent of its worldwide sales.38 
Today, companies are not just selling more of their locally produced goods in international 
markets; they are also sourcing more supplies and components abroad and developing 
new products for specific markets around the world.

Thus, managers in countries around the world are increasingly taking a global, not 
just local, view of the company’s industry, competitors, and opportunities. They are asking: 
What is global marketing? How does it differ from domestic marketing? How do global 
competitors and forces affect our business? To what extent should we “go global”? We will 
discuss the global marketplace in more detail in Chapter 19.
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Sustainable Marketing—The Call for More Environmental and Social 
Responsibility
Marketers are reexamining their relationships with social values and responsibilities and 
with the very earth that sustains us. As the worldwide consumerism and environmen-
talism movements mature, today’s marketers are being called on to develop sustainable 
marketing practices. Corporate ethics and social responsibility have become hot topics for 
almost every business. And few companies can ignore the renewed and very demand-
ing environmental movement. Every company action can affect customer relationships. 
Today’s customers expect companies to deliver value in a socially and environmentally 
responsible way.

The social responsibility and environmental movements will place even stricter de-
mands on companies in the future. Some companies resist these movements, budging 
only when forced by legislation or organized consumer outcries. Forward-looking compa-
nies, however, readily accept their responsibilities to the world around them. They view 
sustainable marketing as an opportunity to do well by doing good. They seek ways to 
profit by serving immediate needs and the best long-run interests of their customers and 
communities.

Some companies, such as Patagonia, Timberland, 
Method, Ben & Jerry’s, and others, practice caring 
capitalism, setting themselves apart by being civic 
minded and responsible. They build social and 
 environmental responsibility into their company 
value and mission statements. For example, Ben 
& Jerry’s, a division of Unilever, has long prided itself 

 Sustainable marketing: Ben & Jerry’s three-part “linked prosperity” 
mission drives it to make fantastic ice cream (product mission), manage 
the company for sustainable financial growth (economic mission), and use 
the company “in innovative ways to make the world a better place” (social 
mission). Both Ben & Jerry’s and its products are “Made of Something 
Better.”
Clark Brennan / Alamy Stock Photo

on being a “values-led business,” one that creates 
“linked prosperity” for everyone connected to the 
brand—from suppliers to employees to customers 
and communities:39

Under its three-part mission, Ben & Jerry’s wants 
to make fantastic ice cream (product mission), man-
age the company for sustainable financial growth 
 (economic mission), and use the company “in in-
novative ways to make the world a better place” 
(social mission). Ben & Jerry’s backs its mission with 
actions. For example, the company is committed 
to using wholesome, natural, non-GMO, fair-trade-
certified ingredients and buys from local farms. It 
employs business practices “that respect the earth 
and the environment,” investing in wind energy, 
solar usage, travel offsets, and carbon neutrality. Its 
Caring Dairy program helps farmers develop more 
sustainable practices on the farm (“Caring Dairy 
means happy cows, happy farmers, and a happy 

Remember Figure 1.1 
outlining the marketing 

process? Now, based on everything 
we’ve discussed in this chapter, we’ll 
expand that figure to provide a road 
map for learning marketing throughout 
the remainder of the text.

Author
Comment

planet”). The Ben & Jerry’s Foundation awards nearly $2 million annually in grassroots 
grants to community service organizations and projects in communities across the nation. 
Ben & Jerry’s also operates 14 PartnerShops, scoop shops that are independently owned and 
operated by community-based not-for-profit organizations. The company waives standard 
franchise fees for these shops.

Sustainable marketing presents both opportunities and challenges for marketers. We 
will revisit the topic of sustainable marketing in greater detail in Chapter 20.

So, What Is Marketing? Pulling It All Together
At the start of this chapter, Figure 1.1 presented a simple model of the marketing process. 
Now that we’ve discussed all the steps in the process, Figure 1.6 presents an expanded 
model that will help you pull it all together. What is marketing? Simply put, marketing is 
the process of engaging customers and building profitable customer relationships by creat-
ing value for customers and capturing value in return.
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The first four steps of the marketing process focus on creating value for customers. 
The company first gains a full understanding of the marketplace by researching customer 
needs and managing marketing information. It then designs a customer-driven marketing 
strategy based on the answers to two simple questions. The first question is “What con-
sumers will we serve?” (market segmentation and targeting). Good marketing companies 
know that they cannot serve all customers in every way. Instead, they need to focus their 
resources on the customers they can serve best and most profitably. The second marketing 
strategy question is “How can we best serve targeted customers?” (differentiation and po-
sitioning). Here, the marketer outlines a value proposition that spells out what values the 
company will deliver to win target customers.

With its marketing strategy chosen, the company now constructs an integrated 
marketing program—consisting of a blend of the four marketing mix elements, the four 
Ps—that transforms the marketing strategy into real value for customers. The company de-
velops product offers and creates strong brand identities for them. It prices these offers to 
create real customer value and distributes the offers to make them available to target con-
sumers. Finally, the company designs promotion programs that engage target customers, 
communicate the value proposition, and persuade customers to act on the market offering.

Perhaps the most important step in the marketing process involves building value-
laden, profitable relationships with target customers. Throughout the process, marketers 
practice customer relationship management to create customer satisfaction and delight. 
They engage customers in the process of creating brand conversations, experiences, and 
community. In creating customer value and relationships, however, the company cannot 
go it alone. It must work closely with marketing partners both inside the company and 
throughout its marketing system. Thus, beyond practicing good customer relationship 

Construct an
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delight

Capture value
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create profits and
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This expanded version of Figure 1.1 at the beginning 
of the chapter provides a good road map for the rest
of the text. The underlying concept of the entire text
is that marketing creates value for customers in
order to capture value from customers in return.

FIgurE | 1.6
An Expanded Model of the Marketing Process
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1 Reviewing and Extending the Concepts

OBjECtiVEs rEViEw aND kEy tErms

Objectives review
Today’s successful companies—whether large or small, for-profit or 
not-for-profit, domestic or global—share a strong customer focus 
and a heavy commitment to marketing. The goal of marketing is to 
engage customers and manage profitable customer relationships.

OBJECTIVE 1-1 Define marketing and outline the steps 
in the marketing process. (pp 28–30)

Marketing is the process by which companies create value for 
customers and build strong customer relationships in order to 
capture value from customers in return. The marketing process 
involves five steps. The first four steps create value for custom-
ers. First, marketers need to understand the marketplace and 
customer needs and wants. Next, marketers design a customer-
driven marketing strategy with the goal of getting, engaging, and 
growing target customers. In the third step, marketers construct 
a marketing program that actually delivers superior value. All of 
these steps form the basis for the fourth step: engaging custom-
ers, building profitable customer relationships, and creating cus-
tomer delight. In the final step, the company reaps the rewards of 
strong customer relationships by capturing value from customers.

OBJECTIVE 1-2 Explain the importance of 
understanding the marketplace and customers and 
identify the five core marketplace concepts. (pp 30–34)

Outstanding marketing companies go to great lengths to learn 
about and understand their customers’ needs, wants, and de-
mands. This understanding helps them to design want-satisfying 
market offerings and build value-laden customer relationships 
by which they can capture customer lifetime value and greater 
share of customer. The result is increased long-term customer 
equity for the firm.

The core marketplace concepts are needs, wants, and de-
mands; market offerings (products, services, and experiences); 
value and satisfaction; exchange and relationships; and markets. 
Companies address needs, wants, and demands by putting 
forth a value proposition, a set of benefits that they promise to 
consumers to satisfy their needs. The value proposition is fulfilled 
through a market offering, which delivers customer value and 
satisfaction, resulting in long-term exchange relationships with 
customers.

OBJECTIVE 1-3 Identify the key elements of a 
customer value–driven marketing strategy and 
discuss the marketing management orientations that 
guide marketing strategy. (pp 34–38)

To design a winning marketing strategy, the company must 
first decide whom it will serve. It does this by dividing the 
market into segments of customers (market segmentation) 
and selecting which segments it will cultivate (target market-
ing). Next, the company must decide how it will serve targeted 

management and customer-engagement marketing, firms must also practice good partner 
relationship management.

The first four steps in the marketing process create value for customers. In the final 
step, the company reaps the rewards of its strong customer relationships by capturing 
value from customers. Delivering superior customer value creates highly satisfied custom-
ers who will buy more and buy again. This helps the company capture customer lifetime 
value and greater share of customer. The result is increased long-term customer equity for 
the firm.

Finally, in the face of today’s changing marketing landscape, companies must take into 
account three additional factors. In building customer and partner relationships, they must 
harness marketing technologies in the new digital age, take advantage of global opportuni-
ties, and ensure that they act sustainably in an environmentally and socially responsible way.

Figure 1.6 provides a good road map to future chapters of this text. Chapters 1 and 2 
introduce the marketing process, with a focus on building customer relationships and cap-
turing value from customers. Chapters 3 through 6 address the first step of the marketing 
process—understanding the marketing environment, managing marketing information, 
and understanding consumer and business buyer behavior. In Chapter 7, we look more 
deeply into the two major marketing strategy decisions: selecting which customers to serve 
(segmentation and targeting) and determining a value proposition (differentiation and po-
sitioning). Chapters 8 through 17 discuss the marketing mix variables one by one. Chapter 
18 sums up customer-driven marketing strategy and creating competitive advantage in 
the marketplace. The final two chapters examine special marketing considerations: global 
marketing and sustainable marketing.
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customers (how it will differentiate and position itself in the 
marketplace).

Marketing management can adopt one of five competing 
market orientations. The production concept holds that manage-
ment’s task is to improve production efficiency and bring down 
prices. The product concept holds that consumers favor products 
that offer the most in quality, performance, and innovative fea-
tures; thus, little promotional effort is required. The selling concept 
holds that consumers will not buy enough of an organization’s 
products unless it undertakes a large-scale selling and promotion 
effort. The marketing concept holds that achieving organizational 
goals depends on determining the needs and wants of target mar-
kets and delivering the desired satisfactions more effectively and 
efficiently than competitors do. The societal marketing concept 
holds that generating customer satisfaction and long-run societal 
well-being through sustainable marketing strategies is key to both 
achieving the company’s goals and fulfilling its responsibilities.

OBJECTIVE 1-4 Discuss customer relationship 
management and identify strategies for creating value 
for customers and capturing value from customers in 
return. (pp 38–46)

Broadly defined, customer relationship management is the 
process of engaging customers and building and maintain-
ing profitable customer relationships by delivering superior 
customer value and satisfaction. Customer-engagement mar-
keting aims to make a brand a meaningful part of consum-
ers’ conversations and lives through direct and continuous 
customer involvement in shaping brand conversations, ex-
periences, and community. The aim of customer relationship 
management and customer engagement is to produce high 
customer equity, the total combined customer lifetime values 
of all of the company’s customers. The key to building lasting 
relationships is the creation of superior customer value and 
satisfaction. In return for creating value for targeted custom-
ers, the company captures value from customers in the form of 
profits and customer equity.

OBJECTIVE 1-5 Describe the major trends and forces 
that are changing the marketing landscape in this age 
of relationships. (pp 46–55)

Dramatic changes are occurring in the marketing arena. The 
digital age has created exciting new ways to learn about and 
relate to individual customers. As a result, advances in digital and 
social media have taken the marketing world by storm. Online, 
mobile, and social media marketing offer exciting new oppor-
tunities to target customers more selectively and engage them 
more deeply. The key is to blend the new digital approaches with 
traditional marketing to create a smoothly integrated marketing 
strategy and mix.

The Great Recession caused consumers to rethink their buy-
ing priorities and bring their consumption back in line with their 
incomes. Even as the post-recession economy has strength-
ened, Americans are now showing an enthusiasm for frugality 
not seen in decades. The challenge is to balance a brand’s 
value proposition with current times while also enhancing its 
long-term equity.

In recent years, marketing has become a major part of the 
strategies for many not-for-profit organizations, such as col-
leges, hospitals, museums, zoos, symphony orchestras, foun-
dations, and even churches. Also, in an increasingly smaller 
world, many marketers are now connected globally with their 
customers, marketing partners, and competitors. Finally, to-
day’s marketers are also reexamining their ethical and societal 
responsibilities. Marketers are being called on to take greater 
responsibility for the social and environmental impacts of their 
actions.

Pulling it all together, as discussed throughout the chapter, 
the major new developments in marketing can be summed up 
in a single concept: engaging customers and creating and cap-
turing customer value. Today, marketers of all kinds are taking 
advantage of new opportunities for building value-laden relation-
ships with their customers, their marketing partners, and the 
world around them.
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MyLab Marketing
Go to mymktlab.com to complete the problems marked with this icon .

1-1 Define marketing and outline the steps in the marketing 
process. (AACSB: Communication)

1-2 What is marketing myopia? What are the short- and long-
term implications for business in this situation? (AACSB: 
Communication; Reflective Thinking)

1-3 Describe the five different competing marketing orienta-
tions that a business organization can adopt to drive its 
marketing strategy. (AACSB: Communication; Reflective 
Thinking)

Discussion Questions
1-4 Discuss the concept of customer relationship manage-

ment. Why is it essential that a business incorporates this 
in its operations? (AACSB: Communication; Reflective 
Thinking)

1-5 Why is marketing as important for not-for-profit organiza-
tions as profit-driven ones? (AACSB: Communication; 
Reflective Thinking)

Critical thinking Exercises
1-6 Select an FTSE 100 company. How much did the com-

pany spend on marketing activities in the most recent year 
for which data are available? What percentage of sales 
does marketing expenditure represent for the company? 
Have these expenditures increased or decreased over 
the past five years? Write a brief report of your findings. 
(AACSB: Communication; Analytic Reasoning)

1-7 Some believe that social marketing is primarily effective 
only for bigger companies with the time and capacity to 
manage and update their media content. Choose a lo-
cal business and evaluate its effectiveness in creating 
customer engagement. Is the content up-to-date and 

relevant? How does it manage its content? (AACSB: 
Communication; Use of IT; Reflective Thinking)

1-8 Use the internet to search for salary information regarding 
jobs in marketing in your region. What is the national aver-
age salary for five different jobs in marketing? How do the 
averages compare in different areas of the region? Write 
a brief report on your findings. (AACSB: Communication; 
Use of IT; Reflective Thinking)

In the summer of 2014, people with connections to ALS (Lou 
Gehrig’s disease) raised awareness of the condition by urging 
people to post videos of themselves dumping buckets of ice wa-
ter over their heads and challenge others to do the same. The 
efforts raised millions of dollars in online donations to the ALS As-
sociation for enhanced research and patient services. This real-
time marketing campaign generated 17 million videos uploaded 
to social media platforms from 159 countries. Celebrities posting 
videos included Will Smith, Bill Gates, Oprah Winfrey, and Mark 
Zuckerberg. The Ice Bucket Challenge generated 70 billion video 
views while raising $220 million. The best part? Zero dollars were 
spent to promote the Ice Bucket Challenge, yet 440 million peo-
ple saw it. The ALS Association has now turned the wildly suc-
cessful challenge into an annual social media campaign, bringing 
back the original Ice Bucket Challenge #EveryAugustUntilACure. 

For more information, visit www.alsa.org/fight-als/ice-bucket-
challenge.

1-9 Real-time marketing is a shift for traditional marketers 
who can now digitally link brands to important mo-
ments in customers’ lives. Explain how real-time mar-
keting was used in the Ice Bucket Challenge. Why was 
this campaign successful? (AACSB: Communication; 
Reflective Thinking)

1-10 Create a real-time marketing campaign for a product or 
service of your choice to create customer engagement 
using online, mobile, and social media. How would 
you measure the success of your campaign? (AACSB: 
Communication; Reflective Thinking)

appLiCatiONs aND CasEs

Online, Mobile, and Social Media Marketing The ALS Ice Bucket Challenge

DisCUssiON aND CritiCaL thiNkiNg

www.alsa.org/fight-als/ice-bucketchallenge
www.alsa.org/fight-als/ice-bucketchallenge


58   pArt 1 | Defining Marketing and the Marketing Process

Marketing Ethics Exaggeration and High Pressure

It is a great temptation for manufacturers to exaggerate the ben-
efits of their products on the packaging. Sometimes, the claims 
are overstated. Businesses want to make bold claims to help 
them sell more products. Some of the claims are morally wrong, 
other times they are just “advertising puff.” A business might re-
sort to high-pressurized sales techniques. In other cases they 
might focus on vulnerable customer groups. Businesses need to 
make a profit, but is it wrong to try any means to achieve this? 
Legally, yes it is.

1-11 How would a business begin to frame an ethical mar-
keting process as a template for their activities now 
and in the future? (AACSB: Communication; Ethical 
Reasoning)

1-12 What is likely to motivate a business to adopt ethi-
cal marketing? (AACSB: Communication; Ethical 
Reasoning)

Video Case Eskimo Joe’s

Since 1975, Eskimo Joe’s has been a popular watering hole in 
Stillwater, Oklahoma. Through word of mouth and a popular logo 
spread via T-shirts, it rapidly became a favorite place to grab a 
beer for students at Oklahoma State. But what started as a basic 
beer joint has grown into something much more.

When the drinking age changed from 18 to 21 in the 1980s, 
Eskimo Joe’s had to decide how it would move forward. That 
challenge helped the company to recognize that its product 
is much more than just a cold mug of beer. Instead, people 
flocked to Eskimo Joe’s for the fun atmosphere and customer-
friendly service. This realization led to an expansion into different 

businesses that have now spread the Eskimo Joe’s logo all over 
the planet.

After viewing the video featuring Eskimo Joe’s, answer the 
following questions:

1-15 Describe Eskimo Joe’s market offering.

1-16 What is Eskimo Joe’s value proposition? How does its 
value proposition relate to its market offering?

1-17 How does Eskimo Joe’s build long-term customer 
relationships?

Marketing by the Numbers Be on the First Page

The internet has become a vital marketing medium, and pay-per-
click (PPC) is one of the many ways for a business to attract traf-
fic. It is risky, and a business can spend a lot of money, get a lot 
of visits, but end up with very few actual sales. Search engines al-
low businesses to buy listings in their search results; they  appear 
next to the non paid organic search results. These spots are sold 
by auction. If the business bids the most, they get a chance, but 
only the chance to be ranked first.

1-13 If you bid $1.25 on a key word related to your prod-
uct and 14,000 people click on your PPC, how 
much will the search engine charge you? (AACSB: 
Communication; Analytical Reasoning)

1-14 PPC can be expensive, so why is it popular as a mar-
keting method? (AACSB: Communication; Reflective 
Thinking)
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Company Case Argos: Creating Customer Value amid Change and Turbulence

One of the biggest news items in the UK retail sector recently was 
the £1.4 billion acquisition in September 2016, of Home Retail 
Group, the parent company of Argos, by Sainsbury’s, one of the 
leading British supermarkets. Unsurprisingly, the highlights of this 
business decision are the huge sum involved and the associated 
risk in the complex marketing environment. So why was this con-
sidered a good decision, especially after the British referendum 
in favor of leaving the European Union (EU) and the uncertainty in 
the business environment that follows?  

The key answers to these questions are not hard to find. The 
deal makers can see the gold in the track record of the orga-
nization. Argos, the leading UK digital retailer, was established 
in July 1973 as the United Kingdom’s first catalog retailer with 
only 17 stores; it now has over 750 stores throughout the United 
Kingdom and the Republic of Ireland, serving over 130 million 
customers annually. Approximately one-third of the UK population 
shops in an Argos store annually, buying one thing or  another. 
Even before the agreement on the takeover deal, 10 Argos 
outlets that opened in Sainsbury’s stores already had a record 
30 percent sales increase, and the takeover is expected to result 
in annual savings of £160 million. 

As part of its attempts to create value for its customers, Argos 
has undergone remarkable changes in the 21st century. The 
design makeover has turned the tatty faux-wooden floorboards 
and display cabinets into tiled floors and LED display boards for 
easy shopping. It is thus not surprising that Argos was valued 
so highly by Sainsbury’s. Ultimately, the plan is to have an Argos 
center at every Sainsbury’s branch to ensure convenience in 
shopping for customers. While the in-stores catalogs are still in 
use at Argos stores, the centers have been radically transformed 
into hi-tech outlets and “digital” stores. The idea behind all these 
changes is that the customers of today are more informed and 
deserve the best. Argos’s approach is to ensure that value cre-
ation for customers permeates every phase of the organization’s 
activities.

Catalog Retailing
Although Argos is noted for a number of things in the British retail 
sector, its core hallmark is its consistent focus on the satisfac-
tion of the needs and wants of its target customers. This is not 
only ensured through the thousands of products that it offers its 
customers both online and across its various stores in the coun-
try, but also in all the phases that encapsulate the customers’ 
experience in their transactions, from placing the order to receiv-
ing the items. Argos’s focus on catalog retailing is based on its 
quest to satisfy customers through convenience. The idea is to 
make it easier for customers to meet their needs, especially as 
the company deals in a variety of products. The shopper checks 
the catalog, places the order, and receives it shortly afterwards. 
So, its twice-yearly catalog and internet site aid the way the es-
tablishment creates value for its customers. 

Market Offerings
The assortment of products offered by Argos to its various cus-
tomers across the country illustrates the core value that it offers 
its target market. The organization is noted for offering a wide 
range of products that are categorized on its websites to make 
shopping easy for its online visitors. For example, customers who 
are interested in products such as TVs, telephones, or computers 
would simply need to click on the “Technology” link to be ushered 
into the world of these gadgets. Similarly, there are categories 

for “Home and Garden,” “Sports and Leisure,” “Clothing,” “Health 
and Beauty,” “Toys,” and many more. 

One critic noted that Argos’s focus is on being a “working 
class” brand, implying that their customers are mainly less well-off. 
However, former CEO John Walden disagrees with this customer 
stereotype and insists that while this may have been true five years 
earlier, things have now changed at Argos; the company now tar-
gets all demographics. Beyond the rhetoric of who their customers 
actually are is the issue of keeping those customers satisfied with 
seasoned products and excellent customer service. This has been 
strategically identified by John Rogers, the new CEO of Argos, as 
the cornerstone of his approach in marketing after taking over the 
job. The core objective is to ensure not only that the customers are 
encouraged to shop at Argos but that they are motivated to stay 
loyal even when the competition tries to entice them. For example, 
Tesco has a strong plan in place to price-match best-selling toys 
by the end of this year. This is clearly in direct competition with 
Argos. The retailer’s mainstay is the continuous effort to clearly 
outperform competitors like Tesco and Amazon in meeting cus-
tomers’ needs and addressing their concerns. 

Same-Day Delivery
As the retail environment in the United Kingdom becomes more 
competitive, Argos also continues to explore various means of 
maintaining and improving its market share. To this end, the 
management has set a long-term goal of having 250 Argos col-
lection points that will be located within Sainsbury’s to ensure 
that customers get their ordered items more quickly than before 
the acquisition of the firm—which, according to Mike Coupe, the 
CEO of Sainsbury’s, was meant to give customers more choice 
in their purchasing decisions and make life easier for them. 

In 2015, Argos introduced a striking and daring policy—its 
“Same-Day Delivery” service. As the name suggests, a customer 
could now order the desired products and get them immediately 
in the store or delivered at home on the same day through a “fast 
tracked” option. This quickly became a very popular strategy and 
was considered a good gesture among the customers. It not only 
reinforced loyalty among the organization’s current clientele but 
also wooed others keen on efficiency in the marketplace. As the 
company experienced increase in demand, it also realized that this 
would require a commensurate increase in resources, hence the 
recent increase in its delivery vans to about 800 and the 30,000 
people employed in different areas of the organization, including 
customer service, packaging, and order delivery, across its 845 
stores. In the run up to Christmas sales in 2016, Argos reportedly 
hired several additional seasonal staff, adding to the current number. 

Digital Retailing
Developments in the world of technology are transforming busi-
nesses in various sectors, and retailing is no exception. Based 
on data from the food and grocery research charity IGD, 5 per-
cent of grocery sales in the United Kingdom are done online. 
This small figure is due to a variety of challenges associated 
with this transaction mode, but this is very likely to improve over 
time. As a key organization in the retail sector in the digital age, 
Argos is also working toward transforming itself into a “click and 
collect” business. Toward the end of 2012, Argos announced 
its mission to rediscover itself as a digital retail leader. John 
Coombe, the chairman of Home Retail, Argos’s parent orga-
nization, remarked that Argos is not only an icon of the British 
high street but also a leading player in the digital transformation 
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of UK retailing business. In June 2016, a report indicated that 
Argos’s Internet sales had gone up by 16 percent, the strongest 
record in three years. Around the time Argos was being sold to 
Sainsbury’s, John Walden debunked the view that being digital 
would be like operating a traditional retailing outfit with just one 
store. According to him, it would still involve hiring people, bring-
ing stock in, expanding, and upgrading. Around 60 percent of 
Argos’s sales are now done as online transactions, which is also 
closely linked to the fact that the organization is the first retailer 
in the United Kingdom to make over £1 billion through mobile 
payments. Its hefty catalogs are being replaced by iPad-style ter-
minals to facilitate order processing. All of this has helped Argos 
make a seamless entry into the digital world in retail business.

Special Offers 
Argos’ commitment to delighting its customers is not only evident 
in the increasing range of products it offers its customers and the 
sleek distribution system, but also in the various promotional 
programs it offers. Some of these are offered to existing loyal 
customers through the Argos loyalty card scheme while others 
are to attract new customers. Periodically, it sends its custom-
ers various promotional offers, money-off vouchers, and other 
financing offers. When Black Friday hit the UK high street and its 
public awareness grew, Argos was quick to explore the opportu-
nity through various special price-cut offers that also attracted a 
response from many new and existing customers. About 12 mil-
lion customers reportedly visited the company’s website on the 
2015 Black Friday, resulting in 18 purchases in a second. The 
expectation for 2016 is that around 38 percent more sales than 
what was recorded for the previous year will have been made. 
John Rogers also estimates that at least 70 percent of its orders 
will be taken online on Black Friday while normal trading will ac-
count for 50 percent. The Argos gift voucher promotions, which 
are managed by the company’s affiliates, offer its customers 
something to fall back on during their various subsequent pur-
chases. The periodic product-specific special offers on certain 
products like furniture, computers, and TVs also constitute part 
of the package that keeps Argos’ stores busy over the years, 
and with this, it generates customer value profitably.

Argos and Society
It is tempting to conclude that Argos’s focus on maximizing cus-
tomer value is predominantly driven by profit. However, evidence 
suggests that the company does believe in taking responsibility 
for the environment, improving the local communities, and purs-
ing a number of initiatives that revolve around long-run benefits for 
customers and society. Argos is focused on reducing the amount 
of resources used in its operations and the CO2 (carbon dioxide) 
emissions it produces. It clearly communicates its green creden-
tials on its web pages. Apart from its catalog, which is 100 percent 
recyclable, it sources the paper it uses from sustainably managed 
forests and encourages customers to recycle old catalogs in their 
possession as these have proven useful to newspaper print manu-
facturers. According to the firm, it has already been able to recycle 
91 percent of waste from the business, had a 9 percent reduction 
in its carbon footprint, ensured a 35 percent reduction in the waste 
sent to landfill, and has established a goal to reduce its CO2 emis-
sion per square foot by 40 percent by the year 2020. Argos’s im-
pacts in the local community are also notable: it supports various 
charities and other related organizations, and it specifically chose 
Macmillan Cancer Support as its charity of the year from 2015 to 
2017. Argos has shown that it is quite possible to create value for 
customers and still build relationships with stakeholders.

Questions for Discussion
1-18 To what extent do you think the acquisition of Argos 

by Sainsbury’s resulted in delivering superior value to 
customers?

1-19 How is the concept of share of customer illustrated in 
the case study?

1-20 To what extent would you agree with the claim that 
Argos’s marketing management orientation is a mar-
keting concept? Justify your standpoint with relevant 
points from the case study.

1-21 What are the key actions taken by Argos that show that 
the organization is following the changing marketing 
landscape?

1-22 In view of the stiff competition in the UK retail sector, 
suggest various ways by which Argos could continue to 
provide better value to its customers.

Sources: Argos “About Argos,” Affiliate Program, http://www.argos-
affiliates.co.uk/blog/resources/about-argos; Argos, “Welcome to Argos, 
Part of Sainsbury’s”, http://www.argos.co.uk/static/StaticDisplay/
includeName/AboutArgos.htm; Argos, “Our History: A Major British 
Company”, https://argosforbusiness.co.uk/about-us/story; S. Farrell, 
“Argos Owner Home Retail Backs Sainsbury’s £1.4bn Takeover Bid,” 
The Guardian, April 1, 2016, https://www.theguardian.com/busi-
ness/2016/apr/01/home-retail-backs-sainsburys-argos-takeover-
bid; A. Armstrong, “Argos Exec John Walden: ‘When I First Joined, 
People Didn’t Think Argos Had a Future At All’,” The Telegraph, 
August 20, 2016, http://www.telegraph.co.uk/business/2016/08/20/
sunday-interview-john-walden---when-i-first-joined-people-didnt; M. 
Price, “Further Argos Integration Promised by Sainsbury,” ShopSafe, 
November 11, 2016, http://www.shopsafe.co.uk/news/further-argos-
integration-promised-by-sainsburys/11725; G. Bowden, “Sainsbury’s 
Execs Appointed Commercial Bosses Following Argos Acquisition,” 
RetailWeek, September 21, 2016, https://www.retail-week.com/top-
ics/people/sainsburys-execs-appointed-commercial-bosses-follow-
ing-argos-acquisition/7012309.article; J. Taylor, “Sainsbury’s to Open 
Argos Branch inside Every One of Its Supermarkets,” Mirror, October 
11, 2016, http://www.mirror.co.uk/news/uk-news/sainsburys-open-
argos-branch-inside-9023091; J. Rodger, “Tesco to Take on Argos as 
Supermarket Vows to Price Match Best Selling Toys This Christmas,” 
Birmingham Mail, October 21, 2016, http://www.birminghammail.co.uk/
whats-on/shopping/tesco-take-argos-supermarket-vows-12055229; 
K. Hope, “Why Does Sainsbury’s Want to Buy Argos?”, BBC News, 
February 1, 2016, http://www.bbc.co.uk/news/business-35290161; J. 
Kollewe, “Argos Sales Boom Fuelled by Top-end TVs and Tablets,” 
The Guardian, June 9, 2016, https://www.theguardian.com/busi-
ness/2016/jun/09/argos-sales-boom-fuelled-by-top-end-tvs-and-tab-
lets; H. Crouch, “Early Christmas Present: Argos Creates 10,000 Jobs 
in Time for Christmas,” The Sun, September 29, 2016, https://www.
thesun.co.uk/news/1879858/argos-creates-10000-jobs-in-time-for-
christmas; J. Easton, “What the Argos-Sainsbury’s Deal Means for the 
Channel,” PCR, September 12, 2016, http://www.pcr-online.biz/news/
read/what-the-argos-sainsbury-s-deal-means-for-the-channel/038698; 
S. Butler, “Argos Boss Plans Whirlwind Shop Four to Boost Catalogue 
Retailer,” The Guardian, November 13, 2016, https://www.theguardian.
com/business/2016/nov/13/argos-boss-plans-whirlwind-shop-tour-to-
boost-catalogue-retailer; BBC “Argos Recalls Five Mamas and Papas 
Car Seat Models,” May 2, 2016, http://www.bbc.co.uk/news/busi-
ness-36185935; B. Stevens, “Mike Coupe Defends £1.4 Billion Argos 
Acquisition,” Retail Gazette, October 18, 2016, http://www.retailgazette.
co.uk/blog/2016/10/mike-coupe-defends-1-pounds-4-pence-billion-
argos-aquisition; Argos, “Argos Launches Same-day UK-wide Home Delivery  
Service,” Post and Parcel, October 7, 2015, http://postandparcel.info/ 
68489/news/argos-launches-same-day-uk-wide-home-delivery-service; 
all websites accessed December 9, 2016.
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MyLab Marketing
Go to mymktlab.com for the following Assisted-graded writing questions:

1-23 When implementing customer relationship management, why might a business 
desire fewer customers over more customers? Shouldn’t the focus of  market-
ing be to acquire as many customers as possible?

1-24 Compare and contrast needs, wants, and demands. Which one(s) can market-
ers influence?



In the first chapter, we explored the marketing process 
by which companies create value for customers to 
capture value from them in return. In this chapter, we 
dig deeper into steps two and three of that process: 
designing customer value–driven marketing strategies 

and constructing marketing programs. First, we look at the orga-
nization’s overall strategic planning, which guides marketing strat-
egy and planning. Next, we discuss how, guided by the strategic 
plan, marketers partner closely with others inside and outside 
the firm to engage customers and create value for them. We 
then examine marketing strategy and planning—how marketers 
choose target markets, position their market offerings, develop a 

marketing mix, and manage their marketing programs. Finally, we 
look at the important step of measuring and managing marketing 
return on investment (marketing ROI).

First, let’s look at Rolex, an outstanding company and a good 
marketing strategy story. Rolex met with enormous instant success 
by focusing on the customer and on product features that are im-
portant to them. The company has pursued this customer-driven 
marketing strategy since its foundation. Along the way, it discovered 
that good marketing strategy means more than just growth, sales, 
and profits. It means skillfully engaging customers and creating value 
for them. At its core, Rolex doesn’t sell just wristwatches; it sells a 
sentiment of achievement and of belonging to an exclusive club.

ROLEX: Building Brand Equity through a Customer-Driven Marketing Mix

Rolex has established and maintained its 
pole position as the largest luxury watch 
brand on the planet. At its core, Rolex 
doesn’t sell just wristwatches; it sells a 
sentiment of achievement and belonging 
to an exclusive club.

Company and Marketing Strategy
Partnering to Build Customer Engagement, 
Value, and Relationships

watches became synonymous with precision all over the world. 
In 1926, the company took a major step toward developing 
the world’s first waterproof wristwatch, named the “Oyster.” 
The following year, the watch was worn by Mercedes Gleitze, 
a young Englishwoman who swam the English Channel. The 
watch remained in perfect working order after the 10-hour 
swim, and this event prompted Rolex to use testimonials in 
their advertising strategy to convey the superiority of the brand. 
Since then, the Oyster has graced the wrists of personages from 

Winston Churchill to Che Guevara 
to Eminem. Launched in 1953, the 
“Submariner” was the first watch 
guaranteed to be waterproof to a 
depth of 100 meters. In the same 
year, the expedition led by Sir 
Edmund Hillary was equipped 
with the “Oyster Perpetual,” and 
his team became the first to reach 
the summit of Mount Everest. All 

of this has made Rolex watches synonymous with precision, 
achievement, robustness, and reliability. The design of its prod-
ucts went through such minor changes that they are recogniz-
able at first sight, setting the brand apart from its rivals. It has 
become an outward expression of exclusiveness and of the 

I
n 1905, in London, Alfred Davis and his brother-in-law 
Hans Wilsdorf founded Wilsdorf and Davis, the company 
that would eventually become Rolex SA. Rolex is the single 
largest luxury watch brand, with estimated 2014 revenues 

of $4.6 billion. Although its luxury wrist watches are manufac-
tured in Switzerland, the company maintains a network of 4,000 
Rolex-trained watchmakers in over 100 countries. Rolex has set 
up and maintained its pole position in the luxury watch market 
through its customer value–driven marketing strategy and by 
focusing on features that have been 
important to its customer base 
since the company was founded.

Product-wise, Rolex has the 
distinction of having many new-
to-the-world products launched 
due to its research and develop-
ment as well as manufacture of 
unique and timeless watches. In 
1910, a Rolex watch was the first 
wristwatch in the world to receive the Swiss Certificate of 
Precision, granted by the Official Watch Rating Centre, and in 
1914, the Kew Observatory in Great Britain awarded a Rolex 
wristwatch a class A precision certificate, which until that point 
had been reserved exclusively for marine chronometers. Rolex 
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sentiment of belonging to a select club. 
In this sense, wearers get the feeling of 
belonging to a special group of achievers.

Distribution-wise, Rolex has a very 
exclusive network consisting of a limited 
number of fine jewelry stores in order to 
make the brand and its products look even 
more exclusive to customers. A crystal 
prism indicates that a store is an official 
Rolex dealer, and the locations selected 
are all in upscale areas with an estab-
lished reputation. Its high-end jewelers are 
spaced geographically and have to carry a 
certain level of inventory, use certain dis-
play patterns, and place specific levels of 
annual local advertising. Thus, Rolex has 
high market control with minimal service 
or channel conflict problems, which en-
ables the company to closely monitor the 
brand. Rolex strengthens this positioning 
strategy by limiting production even as 
demand increases. For luxury goods, scarcity in the marketplace 
definitely influences value perception, thus increasing demand 
and contributing to long-term appreciation in the end. Rolex does 
not have a retail outlet on the internet. Its website has informa-
tion on the watch lineup and information on dealers in a respec-
tive region, but it does not serve as a point of purchase, thus 
ensuring that it can offer the best possible service and maintain 
the exclusivity of its brand in terms of its distribution channels.

The pricing strategy that Rolex employs is distinct in its 
conception and execution. It pursues a premium pricing policy 
and sets its prices with little regard to the competition, setting 
instead the price that others follow. Furthermore, the company 
does not offer any sort of discounts for customers or any sort of 
price reductions or sales because consumers are willing to pay 
the high prices set by the company. This has been evidenced by 
the fact that even during an economic downturn and faced with 
discounted watches from other brands, the majority of luxury 
watch shoppers is still looking for a Rolex.

When it comes to promotion, Rolex uses a number of mar-
keting communication tools to effectively convey its positioning 
strategy, like print advertising in upmarket publications such as 
the Financial Times and Vogue. Sponsorship and testimonials re-
main central to its marketing communications, for the company 
chooses people who have achieved something and can reinforce 
the values of the brand. The sports that the company endorses 
are those generally considered upscale, such as golf, equestri-
anism, yachting, and tennis. By tradition, the brand has been 
a partner of the famous Wimbledon tennis tournament since 
1978, with the Rolex clock prominently placed at the scoreboard 
on Centre Court. All promotional tools convey a consistent 
positioning and message—Rolex purchasers are wealthy, attrac-
tive, and active, and lead interesting lives. The image it seeks 

to put across is that customers purchase 
Rolex as a statement and as a reward 
for success.

In the future, Rolex will face increas-
ingly fierce competition, particularly in 
Asia, as competitors search for new ways 
to gain market share. The large luxury 
goods conglomerates such as Louis 
Vuitton Moët Hennessy and Compagnie 
Financière Richemont enjoy advantages of 
size and significantly reduced costs from 
synergies in advertising and marketing. 
Furthermore, these enterprises are also 
targeting younger customers to generate 
further market potential. However, Rolex 
has successfully managed to build and en-
hance its brand equity and has effectively 
generated a distinct perception of the 
company and its products that is rooted in 
values such as accuracy, exclusivity, and 
robustness. This was accomplished by the 

company’s carefully orchestrated customer-driven marketing 
mix in concert with constant innovation. The company has also 
successfully reacted to their rival’s strategy to target a younger 
audience by sponsoring more current testimonials in sports, such 
as young golf pros Ricky Fowler and Martin Kaymer.

With similar goals in mind, Rolex has created a fan page on 
Facebook in 2013 that has earned over 5.6 million likes to date, 
outperforming rivals like Breitling or Cartier. In 2013, Rolex 
amplified its 30-year sponsorship of Wimbledon with a raft of 
digital content based around the world’s most famous tennis 
competition. The company used a “scorecard” Facebook app, 
Twitter hashtags, and video content to deeply embed its brand 
into the event experience and start an online dialogue with 
consumers. In 2012, the brand started its YouTube channel to 
launch in-house documentaries about topics that matter to the 
brand and its devotees, like deep-sea missions to investigate 
the polar ice caps and Himalayan expeditions. As to the cost 
advantage of some of their rivals, Rolex successfully adapted 
its marketing mix strategy by launching its Tudor brand. Priced 
significantly lower than the classic Rolex wristwatches, the 
launch of Tudor has enabled the company to compete with Tag 
Heuer and other competitors within the accessible luxury mar-
ket and also to target a younger audience. In this respect, the 
company ensures a clear distinction between both brands (for 
example, by not having any reference to the Tudor brand on the 
official Rolex website) to prevent any dilution of the value of 
the Rolex brand in the luxury watch market.

In all, its effective and flexible marketing mix strategy, in 
line with its ability to react to a dynamic environment, has en-
abled Rolex to not only build brand equity but also successfully 
repel threats from competitors and stand resilient as one of the 
world’s most powerful and enduring brands.1

rolex’s endorsements reinforce the 
values of the brand—achievement and 
exclusivity.
lee hacker/Alamy Stock Photo
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OBJECTIVES OUTLINE

OBJECTIVE  2-1  Explain company-wide strategic planning and its four steps.

Company-Wide Strategic Planning: Defining Marketing’s Role (pp 64–66)

OBJECTIVE  2-2  Discuss how to design business portfolios and develop growth strategies.

Designing the Business Portfolio (pp 66–72)

OBJECTIVE  2-3  Explain marketing’s role in strategic planning and how marketing works with its partners  
to create and deliver customer value.

Planning Marketing: Partnering to Build Customer Relationships (pp 72–73)

OBJECTIVE  2-4  Describe the elements of a customer value–driven marketing strategy and mix and the forces  
that influence them.

Marketing Strategy and the Marketing Mix (pp 74–79)

OBJECTIVE  2-5  List the marketing management functions, including the elements of a marketing plan,  
and discuss the importance of measuring and managing marketing return on investment.

Managing the Marketing Effort and Marketing Return on Investment (pp 79–84)

Company-Wide Strategic Planning: Defining 
Marketing’s Role
Each company must find the game plan for long-run survival and growth that makes the 
most sense given its specific situation, opportunities, objectives, and resources. This is the 
focus of strategic planning—the process of developing and maintaining a strategic fit be-
tween the organization’s goals and capabilities and its changing marketing opportunities.

Strategic planning sets the stage for the rest of planning in the firm. Companies usu-
ally prepare annual plans, long-range plans, and strategic plans. The annual and long-
range plans deal with the company’s current businesses and how to keep them going. In 
contrast, the strategic plan involves adapting the firm to take advantage of opportunities in 
its constantly changing environment.

At the corporate level, the company starts the strategic planning process by defin-
ing its overall purpose and mission (see Figure 2.1). This mission is then turned 
into detailed supporting objectives that guide the entire company. Next, headquarters 
decides what portfolio of businesses and products is best for the company and how 
much support to give each one. In turn, each business and product develops detailed 
marketing and other departmental plans that support the company-wide plan. Thus, 
marketing planning occurs at the business-unit, product, and market levels. It sup-
ports company strategic planning with more detailed plans for specific marketing 
opportunities.

Defining a Market-Oriented Mission
An organization exists to accomplish something, and this purpose should be clearly stated. 
Forging a sound mission begins with the following questions: What is our business? Who 
is the customer? What do consumers value? What should our business be? These simple-
sounding questions are among the most difficult the company will ever have to answer. 
Successful companies continuously raise these questions and answer them carefully and 
completely.

Strategic planning
The process of developing and 
maintaining a strategic fit between the 
organization’s goals and capabilities and 
its changing marketing opportunities.

Author
Comment

Company-wide strategic 
planning guides marketing 

strategy and planning. Like marketing 
strategy, the company’s broader strategy 
must also be customer focused.
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Many organizations develop formal mission statements that answer these questions. 
A mission statement is a statement of the organization’s purpose—what it wants to 
 accomplish in the larger environment. A clear mission statement acts as an “invisible 
hand” that guides people in the organization.

Some companies define their missions myopically in product or technology terms 
(“We make and sell furniture” or “We are a chemical-processing firm”). But mission state-
ments should be market oriented and defined in terms of satisfying basic customer needs. 
Products and technologies eventually become outdated, but basic market needs may last 
forever. For example, social scrapbooking site Pinterest doesn’t define itself as just an on-
line place to post pictures. Its mission is to give people a social media platform for collect-
ing, organizing, and sharing things they love. And Microsoft’s mission isn’t to create the 
world’s best software, technologies, and devices. It’s to “empower every person and every 
organization on the planet to achieve more.” table 2.1 provides several examples of 
product-oriented versus market-oriented business definitions.2

Mission statement
A statement of the organization’s 
purpose—what it wants to accomplish in 
the larger environment.

Planning marketing
and other functional

strategies

Corporate level
Business unit, product,

and market level

Designing
the business

portfolio

Setting company
objectives
and goals

Defining
the company 

mission

Like the marketing
strategy, the broader
company strategy must
be customer focused.

Company-wide strategic planning
guides marketing strategy and planning.

 FIGURE | 2.1 
Steps in Strategic 
Planning

 Table 2.1 | Product- versus Market-Oriented Business Definitions

Company Product-Oriented Definition Market-Oriented Definition

Chipotle We sell burritos and other Mexican food. We give customers “Food With Integrity,” served with a  
commitment toward the long-term welfare of customers and 
the environment.

Facebook We are an online social network. We connect people around the world and help them share  
important moments in their lives.

Home Depot We sell tools and home repair and  
improvement items.

We empower consumers to achieve the homes of their dreams.

NASA We explore outer space. We reach for new heights and reveal the unknown so that what 
we do and learn will benefit all humankind.

Revlon We make cosmetics. We sell lifestyle and self-expression; success and status;  
memories, hopes, and dreams.

Ritz-Carlton  
Hotels & Resorts

We rent rooms. We create “The Ritz-Carlton experience”—a memorable stay 
that far exceeds guests’ already-high expectations.

Starbucks We sell coffee and snacks. We sell “The Starbucks Experience,” one that enriches people’s 
lives one moment, one human being, one extraordinary cup of 
coffee at a time.

Walmart We run discount stores. We deliver low prices every day and give ordinary folks the 
chance to buy the same things as rich people. “Save Money. 
Live Better.”
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Mission statements should be meaningful and specific yet motivating. Too often, mis-
sion statements are written for public relations purposes and lack specific, workable guide-
lines. Instead, they should emphasize the company’s strengths and tell forcefully how it 
intends to win in the marketplace.

Finally, as we discovered in the chapter-opening Starbucks story, a company’s mission 
should not be stated as making more sales or profits; profits are only a reward for creating 
value for customers. Instead, the mission should focus on customers and the customer 
experience the firm seeks to create. For example, Ritz-Carlton Hotels & Resorts doesn’t see 
itself as just renting out rooms. It’s on a mission to create “The Ritz-Carlton Experience,” 
one that “enlivens the senses, instills well-being, and fulfills even the unexpressed wishes 
and needs of our guests.” Ritz-Carlton follows up this mission with specific steps of service 
by which every employee can help to turn the mission into reality.3

Setting Company Objectives and Goals
The company needs to turn its broad mission into detailed supporting objectives for each 
level of management. Each manager should have objectives and be responsible for reach-
ing them. For example, most Americans know CVS as a chain of retail pharmacies selling 

prescription and over-the-counter medicines, personal care 
products, and a host of convenience and other items. But 
CVS—recently renamed CVS Health—has a much broader 
mission. It views itself as a “pharmacy innovation com-
pany,” one that is “helping people on their path to better 
health.” The company’s motto: “Health is everything.”4

CVS Health’s broad mission leads to a hierarchy of 
objectives, including business objectives and marketing 
objectives. CVS Health’s overall business objective is to in-
crease access, lower costs, and improve the quality of care. 
It does this through the products it sells at its retail phar-
macies and by taking a more active role in overall health-
care management through research, consumer outreach 
and education, and support of health-related programs 
and organizations.

However, such activities are expensive and must be 
funded through improved profits, so improving profits be-
comes another major objective for CVS Health. Profits can be 
improved by increasing sales or by reducing costs. Sales can 
be increased by improving customer engagement and raising 
the company’s share of the health-care market. These goals 
then become the company’s current marketing objectives.

Marketing strategies and programs must be developed 
to support these marketing objectives. To increase customer 

engagement, sales, and market share, CVS Health has reshaped and broadened its lines of 
products and services. For example, it recently stopped selling tobacco products, items not 
compatible with its “better health” mission. And it has placed CVS MinuteClinic locations in 
more than 1,000 of its 9,500 stores, providing walk-in medical care for more than 18  million 
patient visits since 2000. CVS Health has also broadened its range of customer contact ac-
tivities to include tailored advising to customers managing chronic and specialty health 
conditions.

These are CVS Health’s broad marketing strategies. Each marketing strategy must then 
be defined in greater detail. For example, the company’s rapidly expanding MinuteClinic 
services will require more advertising and promotional efforts, and such efforts will need to 
be spelled out carefully. In this way, CVS Health’s broad mission is translated into a set of 
specific short-term objectives and marketing plans.

Designing the Business Portfolio
Guided by the company’s mission statement and objectives, management now must 
plan its business portfolio—the collection of businesses and products that make up the 

 CVS Health’s overall mission is to be a “pharmacy innovation 
company,” one that is “helping people on their way to better health.” 
Its marketing strategies and programs must support this mission.
CVS Caremark Corporation
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company. The best business portfolio is the one that best fits the company’s strengths 
and weaknesses to opportunities in the environment.

Most large companies have complex portfolios of businesses and brands. Strategic 
and marketing planning for such business portfolios can be a daunting but critical 
task. For example, ESPN’s brand portfolio consists of more than 50 business  entities, 
ranging from multiple ESPN cable channels to ESPN Radio, ESPN.com, ESPN The 
Magazine, and even ESPN Zone sports-themed restaurants. In turn, ESPN is just one 
unit in the even more complex portfolio of its parent company, The Walt Disney 
Company. The best business portfolio is the one that best fits the company’s strengths 
and weaknesses to opportunities in the environment (see Real Marketing 2.1).

Business portfolio planning involves two steps. First, the company must analyze its 
current business portfolio and determine which businesses should receive more, less, or no 
investment. Second, it must shape the future portfolio by developing strategies for growth 
and downsizing.

Analyzing the Current Business Portfolio
The major activity in strategic planning is business portfolio analysis, whereby manage-
ment evaluates the products and businesses that make up the company. The company will 
want to put strong resources into its more profitable businesses and phase down or drop 
its weaker ones.

Management’s first step is to identify the key businesses that make up the com-
pany, called strategic business units (SBUs). An SBU can be a company division, a 
product line within a division, or sometimes a single product or brand. The company 
next assesses the attractiveness of its various SBUs and decides how much support 
each deserves. When designing a business portfolio, it’s a good idea to add and sup-
port products and businesses that fit closely with the firm’s core philosophy and 
competencies.

The purpose of strategic planning is to find ways in which the company can best 
use its strengths to take advantage of attractive opportunities in the environment. For 
this reason, most standard portfolio analysis methods evaluate SBUs on two impor-
tant dimensions: the attractiveness of the SBU’s market or industry and the strength 
of the SBU’s position in that market or industry. The best-known portfolio-planning 
method was developed by the Boston Consulting Group, a leading management con-
sulting firm.5

The Boston Consulting Group Approach
Using the now-classic Boston Consulting Group (BCG) approach, a company classifies 
all its SBUs according to the growth-share matrix, as shown in Figure 2.2. On 
the vertical axis, market growth rate provides a measure of market attractiveness. On the 

Business portfolio
The collection of businesses and 
products that make up the company.

Portfolio analysis
The process by which management 
evaluates the products and businesses 
that make up the company.

Growth-share matrix
A portfolio-planning method that 
evaluates a company’s SBUs in terms of 
market growth rate and relative market 
share.
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Under the classic BCG portfolio planning approach,
the company invests funds from mature, successful
products and businesses (cash cows) to support 
promising products and businesses in faster-growing
markets (stars and question marks), hoping to turn 
them into future cash cows.

The company must
decide how much it will
invest in each product
or business (SBU). For
each SBU, it must
decide whether to build,
hold, harvest, or divest.

 FIGURE | 2.2 
The BCG Growth-Share Matrix
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red Bull sponsored extreme sports events and athletes who were 
overlooked by big beverage competitors but were spiking in popularity with 
red Bull’s target customers.
speedpix/Alamy Stock Photo
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g 2.1 red Bull: the Global Market Leader in  
Energy Drinks Skillfully Manages Its  
Business Portfolio

only slogan—“Red Bull Gives You Wings”—
communicated the product’s energy-inducing 
benefits. More important, it tapped into the 
forces that moved the brand’s narrow tar-
get niche: customers seeking to live in the 
 adrenalin-stoked fast lane.

Red Bull shunned the big-budget mass-
media advertising common in the beverage 
industry at the time. Instead, it relied on 
grassroots, high-octane sports and event 
marketing. It sponsored extreme sports 
events and athletes who were overlooked by 
big beverage competitors but were spiking in 
popularity with Red Bull’s target customers. 
In the years since, Red Bull has turned event 
marketing into a science. Today, the brand 
holds hundreds of events each year in doz-
ens of sports around the world. Each event 
features off-the-grid experiences designed to 
bring the high-octane world of Red Bull to 
its narrow but impassioned community of 
enthusiasts. But it’s not just about the events; 
it’s about creating tactile engagements where 
people can feel, touch, taste, and live the 
brand face-to-face rather than simply reading 
about or watching it. Red Bull doesn’t just 
sponsor an event—it is the event.

One example of Red Bull’s niche marketing 
genius is the Red Bull Stratos project, which 

set records for consumer brand engagement. 
Felix Baumgartner’s dive from space fit per-
fectly with Red Bull’s brand message. More 
than 8 million people watched the event live 
on 40 TV stations and 130 digital channels. 

Red Bull’s niche marketing engages cus-
tomers in a way that big-budget traditional mar-
keting by competitors like Coca-Cola or Pepsi 
can’t. For example, within 40 minutes of post-
ing photos of Baumgartner’s jump, Red Bull’s 
Facebook page gained almost 216,000 likes, 
10,000 comments, and over 29,000 shares. 
On Twitter, half of the worldwide trending topics 
were related to Red Bull Stratos. By one esti-
mate, 90 million people worldwide followed the 
campaign on social media, creating 60 million 
trusted brand impressions.

Since its introduction, Red Bull has  invested 
deeply in building the brand, spending around 
40 percent of revenue on marketing and pro-
motion. As a comparison, Coca-Cola spends 
9 percent. As to its product portfolio, the com-
pany had one product to focus on until 2003, 
when a sugar-free version was added. On 
March 24, 2008, Red Bull introduced “Simply 
Cola,” or “Red Bull Cola.” In the summer of 
2009, the Red Bull Energy Shots were intro-
duced globally. This is a small version of the 
regular drink.

There’s no question: Coca-Cola 
and PepsiCo dominate the global 
beverage industry. So how does a 
small company breaking into the 
beverage business compete with 

such global powerhouses? The best answer: 
It doesn’t—at least not directly. Instead, it 
finds a unique market niche and runs where 
the big dogs don’t.

That’s what Red Bull does. When Red 
Bull first introduced its energy drink in Austria 
in 1987, few imagined that it would become 
the 5 billion-dollar-a-year success that it 
is today. Red Bull found a new beverage 
niche that the market leaders had over-
looked: energy drinks. Although Coca-Cola 
and PepsiCo have followed Red Bull into 
the energy drinks market, the company still 
owns 44 percent of the energy drink cat-
egory it created. Despite hefty investments, 
Coca-Cola and PepsiCo are yet to make a 
dent in the category. This is because Red 
Bull was first in the market and in defining the 
new category, but more importantly because 
of the company’s ability to engender and 
foster a deep customer loyalty. For example, 
Red Bull’s Facebook Fan Page has more 
than 44  million likes, whereas Coca-Cola’s 
Facebook page for its NOS energy drink only 
registers 380,000 likes and Pepsi’s Facebook 
page for Amp only accounts for 48,000 likes, 
while the Kickstart brand barely even triggers 
1,000 likes. Red Bull has energized a market 
niche with a unique product, brand personal-
ity, and marketing approach.

Back in 1987, energy drinks simply didn’t 
exist. Red Bull co-founder Dietrich Mateschitz 
saw an unfilled customer need. He formu-
lated a new beverage containing a hefty dose 
of caffeine that packed the right punch, pro-
ducing unique physical-energy and mental-
clarity benefits. To make the new beverage 
even more distinctive, Mateschitz gave it a 
unique name: Red Bull. He packaged it in 
a slim 8.3-ounce (250 ml) blue-and-silver 
can with a distinct red-and-yellow logo, and 
tagged it with a $2-per-can price. Thus, a 
whole new energy drink category was born, 
with Red Bull as its only player.

The unique Red Bull product demanded 
equally unique brand positioning and per-
sonality, a declaration that this was no or-
dinary beverage. The brand’s first and still 
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horizontal axis, relative market share serves as a measure of company strength in the market. 
The growth-share matrix defines four types of SBUs:

1. Stars. Stars are high-growth, high-share businesses or products. They often need 
heavy investments to finance their rapid growth. Eventually their growth will slow 
down, and they will turn into cash cows.

2. Cash cows. Cash cows are low-growth, high-share businesses or products. These estab-
lished and successful SBUs need less investment to hold their market share. Thus, they 
produce a lot of the cash that the company uses to pay its bills and support other SBUs 
that need investment.

3. Question marks. Question marks are low-share business units in high-growth markets. 
They require a lot of cash to hold their share, let alone increase it. Management has 
to think hard about which question marks it should try to build into stars and which 
should be phased out.

4. Dogs. Dogs are low-growth, low-share businesses and products. They may generate 
enough cash to maintain themselves but do not promise to be large sources of cash.

The 10 circles in the growth-share matrix represent the company’s 10 current SBUs. 
The company has two stars, two cash cows, three question marks, and three dogs. The 
area of each circle is proportional to the SBU’s dollar sales. This company is in fair 
shape, although not in good shape. It wants to invest in the more promising question 
marks to make them stars and maintain the stars so that they will become cash cows 
as their markets mature. Fortunately, it has two good-sized cash cows. Income from 
these cash cows will help finance the company’s question marks, stars, and dogs. The 
company should take some decisive action concerning its dogs and its question marks.

Once it has classified its SBUs, the company must determine what role each will 
play in the future. It can pursue one of four strategies for each SBU. It can invest more 
in the business unit to build its share. Or it can invest just enough to hold the SBU’s share 
at the current level. It can harvest the SBU, milking its short-term cash flow regardless of 
the long-term effect. Finally, it can divest the SBU by selling it or phasing it out and using 
the resources elsewhere.

As time passes, SBUs change their positions in the growth-share matrix. Many SBUs 
start out as question marks and move into the star category if they succeed. They later 
 become cash cows as market growth falls and then finally die off or turn into dogs toward 
the end of the life cycle. The company needs to add new products and units continuously 
so that some of them will become stars and, eventually, cash cows that will help finance 
other SBUs.

Bull’s Media House unit has filmed movies, 
signed a deal with NBC for a show called 
Red Bull Signature Series, developed reality-
TV ideas with big-name producers, become 
one of YouTube’s biggest partners in publish-
ing original content, and loaded its own web 
and mobile sites with unique content features. 
Werner Brell, who heads the Red Bull Media 
House Unit, stated that all of Red Bull’s events 
have been put on film or photographed. The 
goal is to be able to tell engaging stories.

Since its early start, Red Bull has cre-
ated a business portfolio which best fits the 

company’s strengths and weaknesses to op-
portunities in the external environment. By 
focusing on a niche and mainly one product 
only, the company displays what successful 
business portfolio management in the form of 
niche marketing is all about—a well-defined 
brand engaging a focused customer com-
munity with meaningful brand relationships 
that even larger and more resourceful com-
petitors can’t crack. Through smart niche 
and business portfolio management, Red 
Bull has given its customers—and itself—
new wings and a whole new shot of energy.

Red Bull also owns and operates a number 
of lifestyle magazines, covering issues such as 
motor racing, celebrity gossip, and football. In 
addition, the company has established a “Red 
Bull Music Academy,” the music label “Red Bull 
Records,” several “Red Bull Music Studios,” 
“Red Bull Music Academy Radio,” and even 
mobile phone service operations branded “Red 
Bull Mobile” in a number of nations. In fact, the 
company can be found in a number of busi-
ness sectors, from TV broadcasting to youth 
academies and football clubs. The company 
has thus diversified into other businesses that 
have synergy with its brand image.

Red Bull today has become a close-knit 
brand community that engages customers with 
both products and absorbing brand content. 
Beyond its products, Red Bull produces a 
steady stream of event and social media con-
tent that engages and entertains brand fans. 
During the last few years, for example, Red 

 Sources: Travis Hoium, “Coke and Pepsi Up against a Young Monster—and Losing,” Daily Finance, March 26, 2013, 
http://www.dailyfinance.com/on/coke-pepsi-monster-beverage-energy-drinks/; Janean Chun, “Bull Stratos May 
Change Future of Marketing,” Huffington Post, October 15, 2012, http://www.huffingtonpost.com/2012/10/15/red-
bull-Stratos-marketing_n_1966852.html; Brian Kotlyar, “7 Social Campaign Insights from Red Bull Stratos,” DG Blog, 
October 23, 2012, http://dachisgroup.com/2012/10/7-social-campaign-insights-from-redbull-stratos//; Teresa Iezzi, 
“Red Bull Media House,” Fast Company, March, 2013, http://www.fastcompany.com/most-innovative-companies/ 
2012/red-bull-media-house; and http://www.redbull.com/us/en, all Internet sources accessed October 2015.
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Problems with Matrix Approaches. The BCG and other formal methods revolution-
ized strategic planning. However, such centralized approaches have limitations: They can 
be difficult, time consuming, and costly to implement. Management may find it difficult to 
define SBUs and measure market share and growth. In addition, these approaches focus on 
classifying current businesses but provide little advice for future planning.

Because of such problems, many companies have dropped formal matrix methods in 
favor of more customized approaches that better suit their specific situations. Moreover, 
unlike former strategic planning efforts that rested mostly in the hands of senior managers 
at company headquarters, today’s strategic planning has been decentralized. Increasingly, 
companies are placing responsibility for strategic planning in the hands of cross-functional 
teams of divisional managers who are close to their markets. In this digital age, such man-
agers have rich and current data at their fingertips and can adapt their plans quickly to 
meet changing conditions and events in their markets.

Portfolio planning can be challenging. For example, consider GE, the giant $117 billion 
industrial conglomerate operating with a broad portfolio of products in dozens of con-
sumer and business markets:6

Most consumers know GE for its home appliance and lighting products, part of the company’s 
GE Lighting unit and former GE Appliances unit. But that’s just the beginning for GE. Other 

company units—such as GE Transportation, GE Aviation, 
GE Energy Connections, GE Power, GE Oil & Gas, GE 
Healthcare, and others—offer products and services rang-
ing from jet engines, diesel-electric locomotives, wind 
turbines, and off-shore drilling solutions to aerospace sys-
tems and medical imaging equipment. GE Capital offers a 
breadth of financial products and services. However, 
in recent years, GE has been dramatically shifting its vast 
portfolio away from consumer products and financial 
services toward the goal of becoming a more focused “in-
dustrial infrastructure company,” one that’s on a mission 
to “invent the next digital industrial era, to build, move, 
power, and cure the world.”

Currently, less than 8 percent of GE’s annual rev-
enues come from consumer products, and that percentage 
continues to dwindle. The company is now in the midst 
of selling off its huge GE Capital financial services arm, 
and it recently sold its entire GE Appliances division to 
Haier. Such portfolio decisions have huge implications for 
the company’s future. For example, prior to the sale of its 
appliances unit, GE’s appliance and lighting businesses 
alone generated more than $8.8 billion in annual revenues, 
more than the total revenues of companies such as JetBlue, 
Netflix, Harley-Davidson, or Hershey. Thus, successfully 
managing GE’s broad portfolio takes plenty of manage-
ment skill and—as GE’s long-running corporate slogan 
suggests—lots of “Imagination at work.”

Developing Strategies for Growth and Downsizing
Beyond evaluating current businesses, designing the business portfolio involves finding 
businesses and products the company should consider in the future. Companies need 
growth if they are to compete more effectively, satisfy their stakeholders, and attract top 
talent. At the same time, a firm must be careful not to make growth itself an objective. The 
company’s objective must be to manage “profitable growth.”

Marketing has the main responsibility for achieving profitable growth for the com-
pany. Marketing needs to identify, evaluate, and select market opportunities and lay 
down strategies for capturing them. One useful device for identifying growth opportu-
nities is the product/market expansion grid, shown in Figure 2.3.7 We apply it 
here to performance sports apparel maker Under Armour.8

Less than 20 years ago, Under Armour introduced its innovative line of comfy, 
 moisture-wicking performance shirts and shorts with the mission “to make all athletes 
better through passion, design, and the relentless pursuit of innovation.” Since then, it has 
grown at a torrid pace. In just the past five years, Under Armour’s sales have more than 

Product/market expansion grid
A portfolio-planning tool for identifying 
company growth opportunities through 
market penetration, market development, 
product development, or diversification.

 Managing the business portfolio: Managing GE’s broad portfolio of 
businesses and its mission to “invent the next digital industrial era, to build, 
move, power, and cure the world” requires plenty of skill and lots of GE’s 
famous “Imagination at work.” this huge GE turbine weighs as much as a 
fully loaded Boeing 747 and can generate the power needed to supply more 
than 680,000 homes.
GE
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doubled, making it the nation’s second-best-selling apparel brand behind Nike. Looking 
forward, the company must look for new ways to keep growing.

First, Under Armour might consider whether the company can achieve deeper  market 
 penetration—making more sales in its current product lines and markets. It can spur 
growth through marketing mix improvements—adjustments to its product design, advertis-
ing, pricing, and distribution efforts. For example, Under Armour offers an ever-increasing 
range of styles and colors in its original apparel lines. And it recently boosted its spending 
on advertising and professional athlete and team endorsements by 35 percent over previous 
years. The company has also added direct-to-consumer distribution channels, including its 
own retail stores and sales websites. Direct-to-consumer sales have tripled over the past eight 
years and now account for some 30 percent of total revenues.

Second, Under Armour might consider possibilities for market development—iden-
tifying and developing new markets for its current products. Under Armour can review 
new demographic markets. For instance, the company recently stepped up its marketing to 
women consumers, with new products and a highly acclaimed $15 million women-focused 
promotion campaign called “I Will What I Want.” Under Armour can also pursue new geo-
graphical markets. For example, the brand is rapidly making a name for itself in international 

markets, including Japan, Europe, Canada, and Latin 
America. It recently opened its first-ever brand store 
in China. Although Under Armour’s international 
sales grew 70 percent last year, they still account for 
only 12 percent of total sales, leaving plenty of room 
for international growth.

Third, Under Armour can consider product 
development—offering modified or new prod-
ucts to current markets. For example, the company 
added athletic shoes to its apparel lines in 2006, 
and it continues to introduce innovative new ath-
letic-footwear products, such as the recently added 
Under Armour SpeedForm line. Sneaker sales rose 
44 percent last year yet still account for only about 
13 percent of total sales, again leaving plenty of 
growth potential.

Finally, Under Armour can consider diversifi-
cation—starting up or buying businesses outside 
of its current products and markets. For example, 
the company recently expanded into the digital per-
sonal health and fitness tracking market by acquir-
ing three fitness app companies—MapMyFitness, 
MyFitnessPal, and Endomondo. It has also partnered 
with IBM to add artificial fitness tracking technolo-
gies that connect fitness, sleep, and nutrition to its 
products and bind consumers to the brand via tech-
nology and services rather than just apparel. Under 
Armour might also consider moving into nonperfor-
mance leisurewear or begin making and marketing 
Under Armour fitness equipment. When diversify-
ing, companies must be careful not to overextend 
their brands’ positioning.

Market penetration
Company growth by increasing sales 
of current products to current market 
segments without changing the product.

Market development
Company growth by identifying and 
developing new market segments for 
current company products.

Product development
Company growth by offering modified or 
new products to current market segments.

Diversification
Company growth through starting up 
or acquiring businesses outside the 
company’s current products and markets.

Existing
markets

New
markets

Existing 
products

New
products

Market
penetration

Product
development

Market
development Diversification

Through diversification, companies
can grow by starting or buying
businesses outside their current
product/markets. For example,
Under Armour has entered the digital
personal health and fitness market by
acquiring three fitness app companies.

Companies can grow by developing new markets 
for existing products. For example, Under 
Armour recently stepped up its marketing to 
women consumers and is expanding rapidly in 
international markets.

 FIGURE | 2.3 
The Product/Market Expansion Grid

 Strategies for growth: Under armour has grown at a blistering rate under 
its multipronged growth strategy. In recent years, the brand has stepped 
up its marketing to women, as in its highly acclaimed “I Will” advertising 
campaign.
UNDER ARMOUR, INC.
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Companies must develop not only strategies for growing their business portfolios 
but also strategies for downsizing them. There are many reasons that a firm might want to 
abandon products or markets. A firm may have grown too fast or entered areas where it 
lacks experience. The market environment might change, making some products or mar-
kets less profitable. For example, in difficult economic times, many firms prune out weaker, 
less-profitable products and markets to focus their more limited resources on the strongest 
ones. Finally, some products or business units simply age and die.

When a firm finds brands or businesses that are unprofitable or that no longer fit its 
overall strategy, it must carefully prune, harvest, or divest them. For example, over the 
past several years, P&G has sold off dozens of major brands—from Crisco, Folgers, Jif, 
and Pringles to Duracell batteries, Right Guard deodorant, Aleve pain reliever, CoverGirl 
and Max Factor cosmetics, Wella and Clairol hair care products, and its Iams and other 
pet food brands—allowing the company to focus on household care and beauty and 
grooming products. And in recent years, GM has pruned several underperforming 
brands from its portfolio, including Oldsmobile, Pontiac, Saturn, Hummer, and Saab. 
Weak businesses usually require a disproportionate amount of management attention. 
Managers should focus on promising growth opportunities, not fritter away energy try-
ing to salvage fading ones.

Planning Marketing: Partnering to Build Customer 
Relationships
The company’s strategic plan establishes what kinds of businesses the company will oper-
ate and its objectives for each. Then, within each business unit, more detailed planning 
takes place. The major functional departments in each unit—marketing, finance, account-
ing, purchasing, operations, information systems, human resources, and others—must 
work together to accomplish strategic objectives.

Marketing plays a key role in the company’s strategic planning in several ways. First, 
marketing provides a guiding philosophy—the marketing concept—that suggests the com-
pany strategy should revolve around creating customer value and building profitable rela-
tionships with important consumer groups. Second, marketing provides inputs to strategic 
planners by helping to identify attractive market opportunities and assessing the firm’s 
potential to take advantage of them. Finally, within individual business units, marketing 
designs strategies for reaching the unit’s objectives. Once the unit’s objectives are set, mar-
keting’s task is to help carry them out profitably.

Customer engagement and value are the key ingredients in the marketer’s formula 
for success. However, as noted in Chapter 1, although marketing plays a leading role, 
it alone cannot produce engagement and superior value for customers. It can be only a 
partner in attracting, engaging, and growing customers. In addition to customer relation-
ship management, marketers must also practice partner relationship management. They must 
work closely with partners in other company departments to form an effective internal 
value chain that serves customers. Moreover, they must partner effectively with other com-
panies in the marketing system to form a competitively superior external value delivery 
network. We now take a closer look at the concepts of a company value chain and a value 
delivery network.

Partnering with Other Company Departments
Each company department can be thought of as a link in the company’s internal value 
chain.9 That is, each department carries out value-creating activities to design, produce, 
market, deliver, and support the firm’s products. The firm’s success depends not only on 
how well each department performs its work but also on how well the various depart-
ments coordinate their activities.

For example, True Value Hardware’s goal is to create customer value and satisfaction 
by providing shoppers with the hardware and home improvement products they need at 
affordable prices along with top-notch customer service. Marketers at the retail-owned 
cooperative play an important role. They learn what customers need and help the 3,500 in-
dependent True Value retailers stock their store shelves with the desired products at com-
petitive prices. They prepare advertising and merchandising programs and assist shoppers 

Value chain
The series of internal departments that 
carry out value-creating activities to 
design, produce, market, deliver, and 
support a firm’s products.

Marketing can’t go it alone 
in creating customer value. 

Under the company-wide strategic plan, 
marketing must work closely with other 
departments to form an effective internal 
company value chain and with other 
companies in the marketing system 
to create an external value delivery 
network that jointly serves customers.

Author
Comment
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with customer service. Through these 
and other activities, True Value mar-
keters help deliver value to customers.

However, True Value’s marketers, 
both at the home office and in stores, 
need help from the company’s other 
functions. True Value’s ability to help 
you “Start Right. Start Here.” depends 
on purchasing’s skill in develop-
ing the needed suppliers and buying 
from them at low cost. True Value’s 
information technology people must 
provide fast and accurate information 
about which products are selling in 
each store. And its operations people 
must provide effective, low-cost mer-
chandise handling and delivery.

A company’s value chain is only as 
strong as its weakest link. Success de-
pends on how well each group performs 
its work of adding customer value and 
on how the company coordinates the 
activities of various functions. True 
Value’s marketing  campaign—“Behind 
Every Project Is a True Value”— 

recognizes the importance of having everyone in the organization—from in-store managers 
and employees to home-office operations managers and marketing research analysts— 
understand the needs and aspirations of the chain’s do-it-yourself customers and help them 
handle home improvement projects.

Ideally, then, a company’s different functions should work in harmony to produce 
value for consumers. But, in practice, interdepartmental relations are full of conflicts and 
misunderstandings. The marketing department takes the consumer’s point of view. But 
when marketing tries to improve customer satisfaction, it can cause other departments to 
do a poorer job in their terms. Marketing department actions can increase purchasing costs, 
disrupt production schedules, increase inventories, and create budget headaches. Thus, 
other departments may resist the marketing department’s efforts.

Yet marketers must find ways to get all departments to “think consumer” and develop 
a smoothly functioning value chain. One marketing expert puts it this way: “Engaging cus-
tomers today requires commitment from the entire company. We’re all marketers now.”10 
Thus, whether you’re an accountant, an operations manager, a financial analyst, an IT spe-
cialist, or a human resources manager, you need to understand marketing and your role in 
creating customer value.

Partnering with Others in the Marketing System
In its quest to engage customers and create customer value, the firm needs to look beyond 
its own internal value chain and into the value chains of its suppliers, its distributors, and, 
ultimately, its customers. Consider McDonald’s. People do not swarm to McDonald’s only 
because they love the chain’s hamburgers. Consumers flock to the McDonald’s system, 
not only to its food products. Throughout the world, McDonald’s finely tuned value de-
livery system delivers a high standard of QSCV—quality, service, cleanliness, and value. 
McDonald’s is effective only to the extent that it successfully partners with its franchisees, 
suppliers, and others to jointly create “our customers’ favorite place and way to eat.”

More companies today are partnering with other members of the supply chain— 
suppliers, distributors, and, ultimately, customers—to improve the performance of the 
customer value delivery network. Competition no longer takes place only between 
individual competitors. Rather, it takes place between the entire value delivery network 
created by these competitors. Thus, Ford’s performance against Toyota depends on the 
quality of Ford’s overall value delivery network versus Toyota’s. Even if Ford makes the 
best cars, it might lose in the marketplace if Toyota’s dealer network provides a more 
customer- satisfying sales and service experience.

Value delivery network
A network composed of the company, 
suppliers, distributors, and, ultimately, 
customers who partner with each other 
to improve the performance of the entire 
system in delivering customer value.

 the value chain: these true Value ads recognize that everyone in the organization—
from marketing research analyst Jeff alvarez to operations manager tom Statham—must 
contribute to helping the chain’s customers handle their home improvement projects. they 
form the foundation for the brand’s “Behind Every Project Is a true Value” positioning.
True Value and Start Right. Start Here. are registered trademarks of True Value Company. The print ads and images are copyrighted 
works of authorship of True Value Company.
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Marketing Strategy and the Marketing Mix
The strategic plan defines the company’s overall mission and objectives. Marketing’s role 
is shown in Figure 2.4, which summarizes the major activities involved in managing a 
customer-driven marketing strategy and the marketing mix.

Consumers are in the center. The goal is to create value for customers and build prof-
itable customer relationships. Next comes marketing strategy—the marketing logic 
by which the company hopes to create this customer value and achieve these profitable 
relationships. The company decides which customers it will serve (segmentation and tar-
geting) and how (differentiation and positioning). It identifies the total market and then 
divides it into smaller segments, selects the most promising segments, and focuses on serv-
ing and satisfying the customers in these segments.

Guided by marketing strategy, the company designs an integrated marketing mix made 
up of factors under its control—product, price, place, and promotion (the four Ps). To find 
the best marketing strategy and mix, the company engages in marketing analysis, plan-
ning, implementation, and control. Through these activities, the company watches and 
adapts to the actors and forces in the marketing environment. We will now look briefly at 
each activity. In later chapters, we will discuss each one in more depth.

Customer Value–Driven Marketing Strategy
To succeed in today’s competitive marketplace, companies must be customer centered. 
They must win customers from competitors and then engage and grow them by delivering 
greater value. But before it can satisfy customers, a company must first understand cus-
tomer needs and wants. Thus, sound marketing requires careful customer analysis.

Companies know that they cannot profitably serve all consumers in a given market—
at least not all consumers in the same way. There are too many different kinds of consum-
ers with too many different kinds of needs. Most companies are in a position to serve some 
segments better than others. Thus, each company must divide up the total market, choose 
the best segments, and design strategies for profitably serving chosen segments. This pro-
cess involves market segmentation, market targeting, differentiation, and positioning.

Market Segmentation
The market consists of many types of consumers, products, and needs. The marketer must 
determine which segments offer the best opportunities. Consumers can be grouped and 
served in various ways based on geographic, demographic, psychographic, and behavioral 

Marketing strategy
The marketing logic by which the 
company hopes to create customer 
value and achieve profitable customer 
relationships.

Now that we’ve set 
the context in terms of 

 company-wide strategy, it’s time 
to  discuss customer value–driven 
 marketing strategies and programs.
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Marketing strategy involves two key questions:
Which customers will we serve (segmentation
and targeting)? and How will we create value
for them (di�erentiation and positioning)?
Then the company designs a marketing
program—the four Ps—that delivers the
intended value to targeted consumers.

At its core, marketing
is all about creating
customer value and
profitable customer
relationships.

 FIGURE | 2.4 
Managing Marketing Strategies 
and the Marketing Mix
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factors. The process of dividing a market into distinct groups of buyers who have different 
needs, characteristics, or behaviors and who might require separate marketing strategies or 
mixes is called market segmentation.

Every market has segments, but not all ways of segmenting a market are equally use-
ful. For example, Tylenol would gain little by distinguishing between low-income and 
high-income pain-relief users if both respond the same way to marketing efforts. A market 
segment consists of consumers who respond in a similar way to a given set of marketing 
efforts. In the car market, for example, consumers who want the biggest, most comfortable 
car regardless of price make up one market segment. Consumers who care mainly about 
price and operating economy make up another segment. It would be difficult to make one 
car model that was the first choice of consumers in both segments. Companies are wise to 
focus their efforts on meeting the distinct needs of individual market segments.

Market Targeting
After a company has defined its market segments, it can enter one or many of these seg-
ments. Market targeting involves evaluating each market segment’s attractiveness and 
selecting one or more segments to enter. A company should target segments in which it can 
profitably generate the greatest customer value and sustain it over time.

A company with limited resources might decide to serve only one or a few special seg-
ments or market niches. Such nichers specialize in serving customer segments that major com-
petitors overlook or ignore. For example, McLaren sold only 1,653 of its very-high- performance 
cars last year but at very high prices—such as its 570S model at $180,000 or a made-to-order 
FI model starting at an eye-popping $980,000. Most nichers aren’t quite so exotic. Profitable 
low-cost airline Allegiant Air avoids direct competition with larger major airline rivals by 
targeting smaller, neglected markets and new fliers. Nicher Allegiant “goes where they ain’t.” 
And small online-search start-up DuckDuckGo thrives among privacy-minded users in the 
shadows of search giants Google and Microsoft’s Bing (see Real Marketing 2.2).

 The L’Oréal group serves major segments of the beauty market, and within each seg-
ment it caters to many sub segments. L’Oréal targets the larger segments through its major 
divisions: L’Oreal Luxe, Consumer Products, Professional Products, Active Cosmetics, and 
the Body Shop. Further within these major divisions, L’Oréal markets various brands that ca-
ter to customers of different ages, incomes, and lifestyles. For example, its Consumer Product 
division sells brands like Garnier, L’Oréal Paris, Maybelline New York, African Beauty Brand, 
Essie, and NYX Professional Make Up. Similarly, the L’Oreal Luxe division offers more than 
15 brands, including Lancôme,  Giorgio Armani, Urban Decay, Diesel , and Ralph Lauren.

Most companies enter a new market by serving a single segment; if this proves suc-
cessful, they add more segments. For example, Nike started with innovative running shoes 
for serious runners. Large companies eventually seek full market coverage. Nike now 
makes and sells a broad range of sports apparel and equipment for just about anyone and 
everyone in about every sport. It designs different products to meet the special needs of 
each segment it serves.

Market Differentiation and Positioning
After a company has decided which market segments to enter, it must de-
termine how to differentiate its market offering for each targeted segment 
and what positions it wants to occupy in those segments. A product’s po-
sition is the place it occupies relative to competitors’ products in consum-
ers’ minds. Marketers want to develop unique market positions for their 
products. If a product is perceived to be exactly like others on the market, 
consumers would have no reason to buy it.

Positioning is arranging for a product to occupy a clear, distinc-
tive, and desirable place relative to competing products in the minds 
of target consumers. Marketers plan positions that distinguish their 
products from competing brands and give them the greatest advantage 
in their target markets.

BMW promises “Sheer driving pleasure”; Subaru is “Confidence in 
motion.” Coca-Cola wants you to “Taste the feeling”; Pepsi says “Live 
for now.” Del Monte is “Bursting with Life”; Cascadian Farm products 
are “Certified Organic. Guaranteed Delicious.” At Panera, you’ll find 
“Food as it should be”; at Wendy’s, “Quality Is Our Recipe.”

Market segmentation
Dividing a market into distinct groups 
of buyers who have different needs, 
characteristics, or behaviors and who 
might require separate marketing 
strategies or mixes.

Market segment
A group of consumers who respond in 
a similar way to a given set of marketing 
efforts.

Market targeting
Evaluating each market segment’s 
attractiveness and selecting one or more 
segments to serve.

Positioning
Arranging for a product to occupy a clear, 
distinctive, and desirable place relative 
to competing products in the minds of 
target consumers.

 Positioning: the L’Oréal group serves major segments 
of the beauty market, catering to them through its various 
brands.
RosaIreneBetancourt 4/Alamy Stock Photo 
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Competitor

many searches, DuckDuckGo provides direct 
“Instant Answers” in the form of zero-click 
information boxes above the search results. 
“When you do a search, you generally want 
an answer,” says Weinberg. “It’s our job to 
try to get an answer.” With Instant Answers, 
DuckDuckGo can “help you get where you 
want to go in fewer clicks.”

The Instant Answer feature is a good one, 
so good in fact that it has now been copied 
by Google and Bing. For example, run a 
Google search for “davinci” or “how long is 
the great wall” and along with the familiar list 
of blue links you’ll get a white box contain-
ing a mini-biography of Leonardo Da Vinci 
or displaying the length of the Great Wall of 
China (5,500.3 miles) and other interesting 
facts about it.

DuckDuckGo would tell you that its Instant 
Answers are often better. Its answers rely not 
just on third-party data sources but also on 
the deep and diverse knowledge of its active, 
growing, and loyal community of users and 
developers. DuckDuckGo’s community pro-
vides additional power behind its searches. 
In a Wikipedia-like fashion, DuckDuckGo us-
ers come up with ideas about what the an-
swers should be, suggest sources, and even 

develop answers themselves. “DuckDuckGo 
is a search engine driven by community—
you’re on the team!” says the company. 
“We’re not just servers and an algorithm. 
We’re so much more.”

Still, even though DuckDuckGo had 
Instant Answers long before Google, 
Google’s response illustrates a typical nicher 
dilemma. Market leaders usually have huge 
resources and can quickly copy the start-up’s 
most popular features. “At any point,” notes 
one analyst, “the Googles or Facebooks or 
Apples of the world can just mimic what 
made you different, slam- dunking your shat-
tered dreams into the waste bin of tech 
history.”

Fortunately for DuckDuckGo, it has one 
crucial differentiator that the Googles of 
the world simply can’t mimic. Real privacy. 
Google’s entire model is built around person-
alization for customers and behaviorally tar-
geted marketing for advertisers. That requires 
collecting and sharing data about users and 
their searches. When you search on Google, 
the company knows and retains in detail who 
you are, what you’ve searched for, and when 
you’ve searched. It then integrates your on-
line identity and data with its services.

Google dominates U.S. online 
search with its massive 64 percent 
market share. Two other giants—
Microsoft’s Bing and Yahoo!— 
combine for another 34 percent of 
the market. That leaves a precious 
2 percent sliver of the market for 

dozens of other search engines trying to get a 
foothold. What’s more, Google and the other 
search giants have deep pockets from their 
non-search businesses, letting them spend 
abundantly to hold and grow market share. 
So how does a small search engine wannabe 
compete against global powerhouses? The 
best answer: It doesn’t—at least not directly. 
Instead, it finds a unique market niche and 
runs where the big dogs don’t.

Enter DuckDuckGo, a plucky search en-
gine start-up that’s carving out its own special 
market niche. Instead of battling Google and 
other giants head-on, DuckDuckGo provides 
a customer benefit that the market leaders 
can’t—privacy. Then it energizes its unique 
niche with brand personality and user com-
munity. One look at DuckDuckGo’s icon—a 
quirky bow-tied duck—gives you the sense 
that, like the small locomotive in the classic 
children’s story, this might be “the little engine 
that could.”

DuckDuckGo isn’t just surviving in its 
niche, it’s exploding. The company is still 
comparatively tiny—it averages about 3  billion 
searches a year compared with Google’s 
more than 1.2 trillion. But DuckDuckGo’s 
daily search volume has surged nearly tenfold 
in just the past three years, whereas Google’s 
volume growth has lagged a bit.

When Gabriel Weinberg first launched 
DuckDuckGo eight years ago, most people 
questioned his sanity. How could a small 
upstart challenge the likes of mighty Google? 
But rather than simply mimicking Google, 
Weinberg went a different direction, devel-
oping a quality search engine with a key 
 differentiating feature. DuckDuckGo now 
 positions itself strongly on “Smarter Search. 
Less Clutter. Real Privacy.”

DuckDuckGo focuses only on search. It 
offers a streamlined, clutter-free, customizable 
user interface with far fewer sponsored ads. 
As with other search engines, a DuckDuckGo 
query returns link-by-link search results 
based on third-party sources, but the results 
are filtered and reorganized to reduce spam. 
And beyond the usual search-result links, for 

Niche marketing: DuckDuckGo thrives in the shadows of giant search 
engine competitors by giving its user community something the Googles of 
the world can’t mimic—real privacy.
Duck Duck Go, Inc.
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Such deceptively simple statements form the backbone of a product’s marketing strat-
egy. For example, from its founding, Southwest Airlines has positioned itself as “The LUV 
Airline,” a positioning recently reinforced by the colorful heart in its new logo and plane 
graphics design. As recent Southwest advertising affirms, “Without a heart, it’s just a ma-
chine.” The airline has “always put Heart in everything it does.”

In positioning its brand, a company first identifies possible customer value differences 
that provide competitive advantages on which to build the position. A company can offer 
greater customer value by either charging lower prices than competitors or offering more 
benefits to justify higher prices. But if the company promises greater value, it must then de-
liver that greater value. Thus, effective positioning begins with differentiation—actually 
differentiating the company’s market offering to create superior customer value. Once the 
company has chosen a desired position, it must take strong steps to deliver and commu-
nicate that position to target consumers. The company’s entire marketing program should 
support the chosen positioning strategy.

Developing an Integrated Marketing Mix
After determining its overall marketing strategy, the company is ready to begin planning the 
details of the marketing mix, one of the major concepts in modern marketing. The marketing 
mix is the set of tactical marketing tools that the firm blends to produce the response it wants 
in the target market. The marketing mix consists of everything the firm can do to engage con-
sumers and deliver customer value. The many possibilities can be collected into four groups 
of variables—the four Ps. Figure 2.5 shows the marketing tools under each P.

•	 Product means the goods-and-services combination the company offers to the tar-
get market. Thus, a Ford Escape consists of nuts and bolts, spark plugs, pistons, 

Differentiation
Actually differentiating the market offering 
to create superior customer value.

Marketing mix
The set of tactical marketing tools—
product, price, place, and promotion—
that the firm blends to produce the 
response it wants in the target market.

“It’s become obvious why people don’t want 
to be tracked.”

How does DuckDuckGo make money? 
Last year, Google made 90 percent of its 
$74.5 billion of revenue from search-related 
advertising, and most of that business in-
volved large-scale, behaviorally targeted ad-
vertising that relies on the very tracking tools 
that DuckDuckGo shuns. However, even 
without tracking users, smaller DuckDuckGo 
can be profitable. It simply focuses on the 
other part of Google’s business—delivering 
contextual search ads based on the topic of 
the search itself. So when users search for 
“curved OLED TVs,” DuckDuckGo shows ads 
and links for TV manufacturers and retailers 
who’ve paid for the associated key words.

Thus, in many ways, DuckDuckGo is 
David to Google’s Goliath. But unlike David, 
DuckDuckGo isn’t out to slay the giant. It 
knows that it can’t compete head-on with 

the Googles and Bings of the world—it 
doesn’t even try. Then again, given the depth 
of consumer engagement and loyalty that 
DuckDuckGo engenders in its own small cor-
ner of the online search market, Google and 
the other giants may find it difficult to compete 
with DuckDuckGo for privacy-minded users. 
DuckDuckGo is currently the nation’s 11th-
most-popular search engine based on unique 
monthly visitors. And as privacy grows in im-
portance, so will DuckDuckGo.

That’s what niche marketing is all 
about—a well-defined brand engaging a 
 focused customer community with mean-
ingful brand relationships that even large 
and resourceful competitors can’t crack. 
Smart niching has made DuckDuckGo 
“Google’s tiniest, fiercest competitor,” says 
the analyst. “Our vision is simple,” says 
DuckDuckGo. “To give you great search 
results without tracking you.”

By contrast, DuckDuckGo is specifically 
designed to be less invasive and less creepy 
than its competitors. DuckDuckGo doesn’t 
know who you are. It doesn’t log user IP 
addresses or use cookies to track users 
over time or other online locations. Users 
don’t have accounts. In fact, DuckDuckGo 
doesn’t even save user search histories. 
Perhaps most important, when users click 
on DuckDuckGo’s search results links, the 
linked websites don’t receive any informa-
tion generated by the search engine. As one 
privacy advocate puts it, “DuckDuckGo is 
a solid search engine that lets you surf the 
web without leaving behind a bunch of bread 
crumbs for Uncle Sam or anyone else to fol-
low.  . . . The sites you visit are being kept at 
arm’s length.”

So DuckDuckGo has become the pre-
ferred search engine for people concerned 
about online privacy, and that’s a fast- 
growing group. “If you look at the logs of 
people’s search sessions, they’re the most 
personal thing on the internet,” Weinberg 
says. “Unlike Facebook, where you choose 
what to post, with search you’re typing in 
medical and financial problems and all sorts 
of other things.” Today, more and more peo-
ple are thinking about the privacy implications 
of their search histories. “It was extreme at 
the time,” says Weinberg of DuckDuckGo’s 
early privacy positioning. But today, he adds, 

Sources: “comScore Releases February 2016 U.S. Desktop Search Engine Rankings,” March 16, 2016, www . 
comscore.com/Insights/Rankings/comScore-Releases-January-2016-US-Desktop-Search-Engine-Rankings; 
“DuckDuckGo Direct Queries per Day,” https://duckduckgo.com/traffic.html, accessed July 2016; John Paul 
Titlow, “Inside DuckDuckGo, Google’s Tiniest, Fiercest Competitor,” Fast Company, February 20, 2014, www . 
fastcompany.com/3026698/inside-duckduckgo-googles-tiniest-fiercest-competitor; Susan Adams, “The Founder 
of DuckDuckGo Explains Why Challenging Google Isn’t Insane,” Forbes, February 19, 2016, www.forbes.com/
sites/forbestreptalks/2016/02/19/the-founder-of-duckduckgo-explains-how-to-get-customers-before-you-have-a-
product-and-why-challenging-google-isnt-insane/#5899487d593c; “Top 15 Most Popular Search Engines—March 
2016,” www.ebizmba.com/articles/search-engines, accessed July 2016; and https://duckduckgo.com/about, 
 accessed September 2016.

https://duckduckgo.com/traffic.html
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www.comscore.com/Insights/Rankings/comScore-Releases-January-2016-US-Desktop-Search-Engine-Rankings
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headlights, and thousands of other parts. Ford offers several Escape models and doz-
ens of optional features. The car comes fully serviced and with a comprehensive war-
ranty that is as much a part of the product as the tailpipe.

•	 Price is the amount of money customers must pay to obtain the product. For example, 
Ford calculates suggested retail prices that its dealers might charge for each Escape. 
But Ford dealers rarely charge the full sticker price. Instead, they negotiate the price 
with each customer, offering discounts, trade-in allowances, and credit terms. These 
actions adjust prices for the current competitive and economic situations and bring 
them into line with the buyer’s perception of the car’s value.

•	 Place includes company activities that make the product available to target con-
sumers. Ford partners with a large body of independently owned dealerships that 
sell the company’s many different models. Ford selects its dealers carefully and 
strongly supports them. The dealers keep an inventory of Ford automobiles, dem-
onstrate them to potential buyers, negotiate prices, close sales, and service the cars 
after the sale.

•	 Promotion refers to activities that communicate the merits of the product and per-
suade target customers to buy it. Ford spends nearly $2.5 billion each year on U.S. 
advertising to tell consumers about the company and its many products.11 Dealership 
salespeople assist potential buyers and persuade them that Ford is the best car for 
them. Ford and its dealers offer special promotions—sales, cash rebates, and low fi-
nancing rates—as added purchase incentives. And Ford’s Facebook, Twitter, YouTube, 
Instagram, and other social media platforms engage consumers with the brand and 
with other brand fans.

An effective marketing program blends the marketing mix elements into an integrated 
marketing program designed to achieve the company’s marketing objectives by engaging 
consumers and delivering value to them. The marketing mix constitutes the company’s 
tactical tool kit for establishing strong positioning in target markets.

Some critics think that the four Ps may omit or underemphasize certain important 
activities. For example, they ask, “Where are services? Just because they don’t start with a 
P doesn’t justify omitting them.” The answer is that services, such as banking, airline, and 
retailing services, are products too. We might call them service products. “Where is packag-
ing?” the critics might ask. Marketers would answer that they include packaging as one of 
many product decisions. All said, as Figure 2.5 suggests, many marketing activities that 
might appear to be left out of the marketing mix are included under one of the four Ps. The 
issue is not whether there should be four, six, or ten Ps so much as what framework is most 
helpful in designing integrated marketing programs.

Target
customers

Intended
positioning

Place
Channels
Coverage
Locations
Inventory

Transportation
Logistics

List price
Discounts

Allowances
Payment period

Credit terms

Promotion
Advertising

Personal selling
Sales promotion
Public relations

Direct and digital

Product
Variety
Quality
Design

Features
Brand name
Packaging
Services

Price

The marketing mix—or the
four Ps—consists of tactical
marketing tools blended into
an integrated program that
actually engages target
customers and delivers the
intended customer value.
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Vine Tomato Soup, winner of a taste test from 
13 packaged tomato soups, provided on-
line entertainment and generated buzz. The 
launch is provided by a comprehensive press 
pack at the start of the initiative. Further press 
releases are on the subject of the work of 
the Chefs as product developers and brand 
ambassadors and inform about the prog-
ress made in sustainability commitment. The 
emphasis in the media work is on the press 
conference in the context of the Market Day 
with representatives of the company, Chefs, 
suppliers and farmers. 

The Town Vegetables/Allotment event suc-
ceeded in addressing a relevant topic that 
consumers could relate to emotionally and 
which generated media interest. More than 
7,000 applications were received. More than 
100 reports, especially from media with broad 
coverage, successfully mediate the mes-
sage. Knorr also chose well in launching a 
Facebook fan page: positive messages out-
numbered the negative from the start, and 
interaction by the Knorr fans surpasses that of 
the fans of its direct competitor. The participa-
tion in actions and discussions with critical 

 customers is lively and creates a positive 
resonance in the press. Knorr Market Day 
made a decisive contribution to the transpar-
ency and credibility of the communications 
and enabled high-value direct contact. The 
many media  representatives and the several 
thousand consumers in attendance testified 
to the  attraction and success of the event. 

Unilever has been committed to sustain-
able agriculture since 1998 and has so far 
invested more than €25 million in research 
and development. This is also why the corpo-
ration is heading the Dow Jones Sustainability 
Index (DJSI) for the 15th time as the most 
sustainable company in the food sec-
tor. In Germany, Unilever was awarded the 
German Sustainability Prize 2012 in the “Most 
Sustainable Future Strategy” category. In ad-
dition, CEO Paul Polman has been awarded 
the United Nation’s highest environmental ac-
colade, the Champion of the Earth Award, 
for leading the business world toward a new 
model of sustainable growth, which demon-
strates that the transition to a sustainable and 
socially responsible economy is an opportu-
nity to be seized, not a risk to be managed.

introduced its first on-pack sustainability logo 
in 2012 in order to help consumers choose 
products with sustainably sourced ingredients.

The PR campaign also included a 
 communications manual defining the key 
messages for various communicators 
(marketing, chefs, etc.) and to differenti-
ate  between the ways of addressing target 
groups (consumers, journalists, NGOs, etc.). 
A “Town Vegetables/Allotment” event at the 
beginning of the campaign drew attention and 
consumer engagement. Consumers could 
apply as “city farmers” and grow their own 
vegetables in 100 gardens supplied by Knorr. 

The central point in the campaign is the 
Knorr Chefs as brand ambassadors, inte-
grated into all communications measures. 
Among Knorr’s other events, they play a 
central role in the “Knorr Market Day,” staged 
in the foyer of the Unilever House in Germany. 
Journalists, opinion-makers, staff, and con-
sumers get to know the Knorr Chefs during a 
round table and at show-cooking. At market 
stands, guests can obtain information about 
Knorr products and the cultivation and pro-
cessing of ingredients during talks with em-
ployees as well as with farmers and suppliers.

A word-of-mouth action whereby product 
testers were sought for the Knorr Gourmet 

Sources: Information from http://www.unilever.de/sustainable-living and http://www.knorr.de, accessed October 
2015; the  authors would like to thank Katja Wagner, Marketing Lead Knorr at Unilever, for her contribution to this case.

The technological environment changes rapidly, creating new markets and opportu-
nities. However, every new technology replaces an older technology. Transistors hurt the 
vacuum-tube industry, digital photography hurt the film business, and digital downloads 
and streaming are hurting the DVD and book businesses. When old industries fight or 
 ignore new technologies, their businesses decline. Thus, marketers should watch the 
technological environment closely. Companies that do not keep up will soon find their 
products outdated. If that happens, they will miss new product and market opportunities.

As products and technologies become more complex, the public needs to know that 
these items are safe. Thus, government agencies investigate and ban potentially unsafe 
products. In the United States, the Food and Drug Administration (FDA) has created com-
plex regulations for testing new drugs. The Consumer Product Safety Commission (CPSC) 
establishes safety standards for consumer products and penalizes companies that fail to 
meet them. Such regulations have resulted in much higher research costs and longer times 
between new product ideas and their introduction. Marketers should be aware of these 
regulations when applying new technologies and developing new products.

The Political–Social and Cultural Environments
The Political and Social Environment
Marketing decisions are strongly affected by developments in the political environment. 
The political environment consists of laws, government agencies, and pressure groups 
that influence or limit various organizations and individuals in a given society.

Legislation Regulating Business
Even the strongest advocates of free-market economies agree that the system works best 
with at least some regulation. Well-conceived regulation can encourage competition and 
ensure fair markets for goods and services. Thus, governments develop public policy to 
guide commerce—sets of laws and regulations that limit business for the good of society as 
a whole. Almost every marketing activity is subject to a wide range of laws and regulations.

Political environment
Laws, government agencies, and 
pressure groups that influence and limit 
various organizations and individuals in a 
given society.

Author
Comment

Even the strongest free-
market advocates agree 

that the system works best with at 
least some regulation. But beyond 
regulation, most companies want to be 
socially responsible. We’ll dig deeper 
into marketing and social responsibility 
in Chapter 20.

http://www.unilever.de/sustainable-living
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Critical thinking exercises
7-7  Identify a product or service that you are familiar with but 

consider a niche product.  You have been asked to come 
up with a strategy that aims to transform the product 
from niche to a more mass-market position. (AACSB: 
Communication; Reflective Thinking)

7-8  Manfluencers is a term that describes a new marketing 
trend. To what does this term refer? Describe two exam-
ples of how marketers have responded to the manfluenc-
ers trend. (AACSB: Communication; Reflective Thinking)

7-9  In a small group, create an idea for a new business. Using 
the steps described in the chapter, develop a customer 
value–driven marketing strategy. Describe your strategy 
and conclude with a positioning statement for this busi-
ness. (AACSB: Communication; Reflective Thinking)

APPlicAtiOns And cAses

Online, Mobile, and Social Media Marketing Get Your Groupon
Local marketing is an effective tool used by marketers to reach 
intended market segments. Groupon has capitalized on this con-
cept by tailoring brands and marketing to the needs and wants 
of local customer segments—cities, neighborhoods, and even 
specific stores. According to its website, Groupon “offers a vast 
mobile and online marketplace where people discover and save 
on amazing things to do, see, eat, and buy. By enabling real-
time commerce across local businesses, travel destinations, con-
sumer products, and live events, shoppers can find the best a 
city has to offer. Groupon is redefining how small businesses at-
tract and retain customers by providing them with customizable 
and scalable marketing tools and services to profitably grow their 
businesses.” This concept lies at the heart of Groupon’s mission: 
“to connect local commerce, increasing consumer buying power 

while driving more business to local merchants through price and 
discovery.” To help consumers make those connections, Grou-
pon offers a mobile app, online marketplace, and social media 
touchpoints where customers can readily access information on 
its daily deals.

7-10  How does Groupon use target marketing? Provide ex-
amples. Discuss the ways in which small businesses can 
utilize local social media marketing in your community. 
(AACSB: Communication; Use of IT; Reflective Thinking)

7-11  Do you use Groupon? Is it effective in helping local 
businesses to meet the challenges of local marketing? 
Why or why not? (AACSB: Communication; Reflective 
Thinking)

Marketing ethics Targeting Teens

Beverage Giant Coca-Cola faces several challenges as a result 
of an increase of consumer health awareness, the reduction of 
carbonated drinks in schools in many regions, and newer, health-
ier drinks. The brand is having an especially difficult time get-
ting through to teens. To increase sales, Coca-Cola attempted 
to make a personal connection with teens through a campaign 
called “Share a Coke.” The campaign was first launched in Aus-
tralia in 2011, then introduced in the United States, and then 
spread across 70 countries until 2015.

The soda maker also knows very well that it needs to target 
teens through social media and mobile phones. Through the 
#sharecoke hashtag, Coca-Cola achieved a phenomenal result, 

with 25 million extra Facebook followers and an increase of con-
sumption by young consumers by 7 percent in 2015. 

However, the campaign was criticized by many; health ex-
perts, for instance, expressed their concern that Coca-Cola 
uses the internet and technology to push sugary drinks on teens 
that might lead to long-term consequences with regard to their 
diet and lifestyle. 

7-12  Discuss how Coca-Cola expanded its teen customer 
base again.

7-13  How will Coca-Cola prove that they are catering to 
teens responsibly?

Marketing by the Numbers USAA

USAA is a financial services company formed in 1922 by 25 Army 
officers who came together to insure each other’s automobiles 
because they were deemed too high-risk to insure. USAA now 
has almost 25,000 employees and more than 9 million member 
customers. It consistently ranks in the top 10 automobile insur-
ance companies and offers other types of insurance as well as 

banking, investment, retirement, and financial planning services. 
USAA practices a niche marketing strategy—it targets only ac-
tive and former military personnel and their immediate families. 
Members earn the right to be customers by serving in the military 
and can pass that on to their spouses and children. The company 
was originally even more restrictive, targeting only military officers. 
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The most important pieces of legislation affecting pricing are the Sherman Act, the 
Clayton Act, and the Robinson-Patman Act, initially adopted to curb the formation of 
 monopolies and regulate business practices that might unfairly restrain trade. Because 
these federal statutes can be applied only to interstate commerce, some states have  adopted 
similar provisions for companies that operate locally.

 Figure 11.2 shows the major public policy issues in pricing. These include 
 potentially damaging pricing practices within a given level of the channel (price-fixing and 
predatory pricing) and across levels of the channel (retail price maintenance, discrimina-
tory pricing, and deceptive pricing).19

sometimes permits the use of DP to good 
effect for these companies. The concept has 
been implemented worldwide, and the com-
panies may earn high revenues from richer 
countries to cover major cost elements. 
However, the commission understands that 
DP alone does not guarantee a complete 
solution and that it often depends greatly on 
the cooperation of the pharmaceutical indus-
try. It is difficult for any regulatory body to 
ensure sustainability or autonomy for coun-
tries with low disposable income. Medicine-
manufacturing companies will have to be 
compensated for innovation so that prices 
are seen as a financial incentive to fund R&D 
in the pharmaceutical industry.

The EU Council stresses the need to 
clamp down on potential cases of market 
abuse, excessive pricing, as well as other 
market restrictions for European pharma-
ceutical companies. The challenge seems 
to be the containment of costs in order to 
ensure financial sustainability, rewards for 
R&D promotion, and acceptable pricing for 
the member states. To deal with this issue 
effectively, the European Union will have to 
consider other pricing policy options, such as 
joint procurement initiatives by EU members 
for purchase of generic drugs collectively. 

Group buying by many countries is likely to 
increase bargaining power, which could help 
in lowering prices further. 

Pharmaceutical pricing is an issue rid-
dled with questions and dilemmas. The 
European Commission seems confident 
about the prospects of improving the ex-
isting drug pricing policies and enhancing 
access to medicines across Europe. On the 
basis of the recommendations of the com-
mission’s report, the European Union in-
tends to make some technical improvement 
to drug pricing, especially in EPR pricing. 
They are planning to perform regular price 
re-evaluations (at least once a year) and 
benchmark against actual prices paid by 
the patients. This helps to identify possible 

discounts, rebates, and other, similar finan-
cial arrangements between pharmaceutical 
companies and governments. EU members 
plan to increase research on this issue to 
collect additional evidence to deal with the 
pricing issue in an effective way. They would 
like to engage further key stakeholders in 
addition to the government and the phar-
maceutical industry—such as the patients—
through effective communication and con-
sultation. It is also recommended that a 
platform be created for dialogue between 
key stakeholders so that they can have an 
open discussion without being bound to 
any institutional mandate. Such dialog could 
allow them to think outside box, and, per-
haps, beyond medicine pricing.

Sources: Sabine Vogler, Lena Lepuschütz, Peter Schneider, and Verena Stühlinger, “Study on 
Enhanced Cross-Country Coordination in the Area of Pharmaceutical Product Pricing,” report 
by the Directorate-General for Health and Food Safety, European Commission, December 
19, 2015, http://ec.europa.eu/health/systems_performance_assessment/docs/pharmapro-
ductpricing_frep_en.pdf”; EPFIA website, “Pricing of Medicines,” http://www.efpia.eu/topics/
industry-economy/pricing-of-medicines; Ben Hirschler, “Industry Weighs Radical Shake-Up of 
European Drug Pricing,” Reuters, http://www.reuters.com/article/us-pharmaceuticals-europe-
idUSKCN0YV0V5; Kim Thomas, “The Price of Health: The Cost of Developing New Medicines,” 
The Guardian, March 30, 2016, https://www.theguardian.com/healthcare-network/2016/
mar/30/new-drugs-development-costs-pharma.

Deceptive pricing

Consumers

Retail price
maintenance

Deceptive
pricing

Producer A

Price-fixing
Predatory pricing

Producer B

Retailer 1

Price-fixing
Predatory pricing

Retailer 2

ice-fixing

od

ice-fixingmaintenance pricing

Deceptive pricing

ducer B Retailer 2ducer B etailer 2

Discriminatory
pricing

Major public policy
issues in pricing take
place at two levels:
pricing practices within
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Public Policy Issues in Pricing

Source: Adapted from Dhruv Grewal and Larry D. Compeau, “Pricing and Public Policy: A Research Agenda and Overview of the 
 Special Issue,” Journal of Public Policy and Marketing, Spring 1999, pp. 3–10.
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Toyota has sought new means of engagement that involve all the elements of 
the marketing communications mix.
Helen Sessions/Alamy Stock Photo
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in Japan. Out of these, 15 dealerships are 
owned by the company and the rest are inde-
pendent. Within Japan, Toyota’s dealerships 
are divided into four sales channels: Toyota, 
Toyopet, Corolla, and Netz.  Outside Japan, 
Toyota’s global sales network comprise more 
than 170 distributors in about 190 coun-
tries and regions. The region-wise number 
of Toyota’s distributors is North America (3), 
Latin America (43), Europe (27), Africa (49), 
Asia (17), China (4), Middle East (14), and 
Oceania (15). The distributors in their regions 
work as the main sales channel for Toyota 
and implement sales strategies that are sensi-
tive to the needs of the local market. They 
have a key role in keeping Toyota connected 
with the market and able to adapt to market 
changes and customer needs. This helps 
Toyota to cultivate new fans by actively creat-
ing potential demand. 

The company also realizes the importance 
of engaging its customers, especially the new 
generation of Millennials. In promoting its cars 
in different markets, Toyota uses various con-
sumer engagement strategies, like its Music 
Festival. Toyota believes that music is a pow-
erful tool to engage with a young and multicul-
tural target audience and therefore finds mu-
sic festival sponsorships and activations very 
useful to connect with the potential car buy-
ers. The objective of participating in such fes-
tivals is to introduce the Toyota brand and its 
vehicles to the specific target market through 
hands-on and interactive demonstrations. 

This creates an experiential marketing oppor-
tunity that stirs up excitement in consumers 
and encourages a positive brand attitude.  
In 2015, Toyota had a huge presence in 
rock festivals in the United States including 
Outside Lands, Life Is Beautiful, Lollapalooza, 
Bumbershoot, Voodoo Fest, Electric Forest, 
Firefly, Stagecoach, and Country Thunder. 
Toyota wants to do more than just to bring 
their vehicles to such events and park them; 
the company uses music festivals to deliver 
innovative execution of creative ideas while 
simultaneously using sales promotion tech-
niques like giveaways and sampling through 
in-vehicle experiences, interactive elements, 
sweepstakes, competitions, and local promo-
tions.  Furthermore, Toyota’s state-of-the-art 
sound and entertainment systems and part-
nerships with SiriusXM and Pandora iHeart-
Radio become music boxes on wheels during 
such events. The following are the key com-
ponents of Toyota’s Music Festival Strategy:

•	  In-Vehicle Experiences:  The music fes-
tivals provide entertaining touch points 
for brand activation. The cars are used 
as props for photos as part of various 
activities and competitions during the 
festivals. For example, at the Toyota Mu-
sic Den activation, festival attendees can 
get into a Toyota Corolla to take a kalei-
doscope photo or inside a Crazy Candy 
Camry whose trunk was turned into a 
vending machine. 

Toyota Motor Corporation is among 
the top three automobile manu-
factures in the world along with 
Volkswagen and General Motors. 
Between 2008 and 2016, the 
Japanese car manufacturer was 
the top vehicle-selling company ex-
cept for 2011, when it struggled to 
resume production after an earth-

quake struck Japan.  
Toyota today has an extensive global 

reach and caters to diverse consumer pref-
erences in different countries. The company 
has 53 manufacturing companies across 28 
countries and regions. To serve its different 
markets, Toyota adapts its marketing efforts 
according to the market conditions. It has de-
sign and R&D bases in nine locations world-
wide, demonstrating the effort to effectively 
meet the needs of its customers, from design 
and development to production and onward 
to sales and service. 

Toyota’s marketing strategy has a strong 
focus on customer needs. The company be-
lieves that in an automobile sale, the benefits 
received should be in the following order: the 
customer first, then the car dealer, and the 
manufacturer, last. This attitude has helped 
the company to win the trust of customers 
and dealers and eventually brought growth 
to the manufacturer as well. A key focus of 
Toyota’s marketing strategy is on develop-
ing and maintaining an extensive network of 
dealerships across the globe and building its 
sales channels. 

Toyota’s promotional strategy includes the 
use of all elements of the marketing com-
munications mix. Toyota uses the following 
promotional activities in the order of impor-
tance:  personal selling, advertising, public 
relations, sales promotions, and direct selling. 
Personal selling is carried out through the 
sales personnel of its dealers. The company 
advertises on various media, including TV, 
print and electronic media, websites and bill-
boards. Toyota also uses PR that helps build 
its brand image, with activities like “Toyota 
TogetherGreen” program, which supports 
environmental initiatives, and the “Meal Per 
Hour” program, which donates food to Food 
Bank. The company occasionally uses sales 
promotions through special deals and con-
ducts direct selling for corporate clients. 

Toyota has worked to develop an ex-
tensive global network of dealers. In 2015, 
Toyota’s dealership network consisted of 280 
dealers with 4,700 sales and service outlets 
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the personal entertainment screens on many 
of its planes. The airline’s ICE entertainment 
system is one of the strongest competitive 
edges that Emirates possesses, offering a vast 
range of over 2,500 information, communica-
tion, and entertainment channels that offer an 
unmatched experience in the air. The ICE sys-
tem has won the best In-Flight Entertainment 
Skytrax award for 11 consecutive years. 
Emirates Airline has also been ranked among 
the top five in the world by Skytrax, whose 
World Airline Awards are an important bench-
marking tool in the aviation industry.

Adding to its competitive advantage of 
superior customer experience, Emirates of-
fers world-class cuisine on its flights that 
is regionally inspired, with flavorful menu 
items from the flights’ destinations. The on-
board meals are prepared with fresh, locally 
sourced ingredients. The airline also offers 
meals prepared just for children. Additionally, 
Emirates takes special care to provide com-
fort and convenience for traveling families and 
makes sure that they board first. At the Dubai 
International Airport, there are special family 
check-in desks, and families are provided 
with complimentary strollers. The airline also 
has a chauffeur-drive service for its first-class 
and business-class passengers in over 70 
selected cities in Africa, Asia, Australia, New 
Zealand, Europe, North and South America, 
and the Middle East. 

At both regional and global levels, Emirates 
has been a game changer in the aviation 

sector over the last three decades. Another 
of its competitive strengths is its modern and 
continuously upgraded fleet. Emirates has one 
of the youngest fleets in the world, with an av-
erage aircraft age of 6.4 years. This is consid-
erably low compared to the global average of 
more than 13 years. Emirates flies the world’s 
biggest fleets of Airbus A380s and Boeing 
777s, offering its customers the comforts of 
the latest and most efficient wide-body air-
crafts. These younger and newer planes also 
burn less fuel and have engines that are 30 
to 40 percent more efficient than older ones. 
Emirates has more than 80 iconic double-
decker A380s that fly to more than 42 destina-
tions. The airline says that its A380 experience 
is as close as it gets to flying one’s own private 
jet. There are private suites and shower spas 
in first class, flat-bed seats in business class, 
and extra room and inflight Wi-Fi throughout 
the aircraft. The A380 on-board lounge is 
exclusive for its first-class and business-class 
customers, serving premium spirits, exclu-
sive wines, champagne, cocktails, and beers 
alongside hot and cold beverages. 

Emirates was named the world’s most 
valuable airline brand in the 2016 Brand 
Finance Global 500 report and has also re-
tained its well-established position as the 
most valuable brand in the Middle East. As 
it reached its 30-year milestone in 2015, 
Emirates continued to invest in technology to 
reinforce its core competencies and to mod-
ernize its customer experience, like adding 

Emirates Airline’s story of success 
in the global aviation industry spans 
barely over 30 years: an airline that 
started off with two planes in 1985 
now operates some of the fanciest 
and biggest planes on some of the 
longest routes around the world. 
Based out of Dubai in the United 
Arab Emirates, the airline competes 

with Qatar Airways, Etihad Airways, Gulf Air, 
Turkish Airlines, British Airways, Singapore 
Airlines, Cathay Pacific, Lufthansa, and Delta 
Airlines. Emirates operates over 3,600 flights 
per week to more than 154 cities in 81 coun-
tries across six continents. It draws its com-
petitive advantage from its locational hub in 
Dubai and has a dedicated modern terminal 
at the Dubai International Airport. Dubai is 
located within 4 hours of a third of the world’s 
population and within 8 hours, flight time of 
the other two-thirds. Emirates’ international 
hub in Dubai gives it a big competitive edge. 
Dubai, which also a popular tourist destina-
tion, provides a perfect air link and a short 
holiday stopover for travelers from North 
America, Europe, Asia, and Australia, who fly 
Emirates even though they have no plans to 
visit the Middle East and for whom Dubai is 
only a layover. 

Over the last five years, Dubai Airport has 
become one the busiest and largest in the 
world in terms of passenger traffic and con-
necting flights. Emirates’ Dubai hub works on 
a hub-and-spoke model, which is a system 
of connections arranged like a chariot wheel, 
where all traffic moves along spokes (destina-
tions) connected to the hub at the center (the 
Dubai International Airport). It allows efficient 
use of resources, like using a small number 
of aircraft and pilots for many destinations. 
Many of the airline’s complicated operations, 
like cargo sorting, accounting, and passenger 
switching, is done at the central Dubai hub 
instead of at multiple airports. 

Emirates has adopted innovative strate-
gies to achieve differentiation and aggres-
sive strategies for expansion, including new 
routes and more and better planes. The airline 
maintains a strong focus on the customer 
experience to ensure satisfaction. Passengers 
can feel the difference as soon as they enter 
an Emirates plane. Passengers are greeted 
by a friendly cabin crew and get a newspa-
per of their choice as they board, hot towels 
soon after take-off, a light snack within the 
first hour of flight, and custom lighting for 
each seat. Emirates offers free Wi-Fi and al-
lows passengers to send texts and emails via 

Emirates focuses on differentiation through outstanding service to 
drive its expansion.
Iain Masterton/Alamy Stock Photo
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Marketing Ethics Cleaning Up the Chinese Pharmaceutical Market

By 2020, the Chinese pharmaceutical market will be worth $1.3 
trillion per year. Pharmaceutical businesses from around the 
world have recognized the potential of the market and, at the 
same time, existing Chinese businesses have realized the poten-
tial threats to their market share. In order to grab some market 
share and profit, some pharmaceutical companies have been 
less than honest in their dealings and have subsequently found 
themselves under intense scrutiny from China’s National Devel-
opment and Reform Commission (NDRC). In 2016, the NDRC 
fined five domestic pharmaceutical companies over $600,000 for 
fixing their prices. This was part of the continuing battle to keep 
medicine prices at affordable levels. The five companies had col-
luded between April 2014 and September 2015 to raise the price 
of a drug used to treat kidney diseases. China has 1.4 billion 
potential customers, and the drug market was growing at 20 per-
cent a year; it has now slowed to 5 percent.

The Chinese government is keen to stamp out corruption, 
but corruption is ingrained and persistent. China ranks 79th out 

of 175 countries on the Transparency International Index 2016, 
which tracks corruption across a variety of business markets. 
In one corruption case, the corruption took place outside of the 
normal parameters of business dealings; the individuals made 
deals outside the company’s systems. In this particular case, 
there was a 30 percent drop in sales as the company scaled 
back in order to ensure it had oversight of all aspects of busi-
ness operations in China. If foreign companies are found by the 
NDRC to be giving out bribes, then it is not just a question of 
business as usual after paying the fine; they must also repair their 
reputations.

19-11 Should pharmaceutical companies learn to adapt to 
paying bribes in China? Debate both sides of this issue. 
(AACSB: Communication; Ethical Reasoning)

19-12 Discuss whether multinational companies have difficul-
ties breaking into the market in your country.

Marketing by the Numbers Attracting Alternative Markets

Some 18 million tourists visited Greece during 2014—a figure ap-
proaching twice the population of Greece. Only 50 years ago, the 
country was attracting around 33,000 tourists a year. Tourism 
has wrought fundamental changes in Greece; it has had a mas-
sive social and financial impact on the country. Yet Greece still 
struggles to manage and promote its tourism industry. Accord-
ing to the Aristotle University in Thessaloniki, tourism in Greece 
peaked in 1990, about the same time as tourism worldwide 
reached a peak. Over the years, Greece has welcomed tourists 
who have been interested in very different things, culminating in 
mass tourism, which has been in decline for the past decade. 
With a poor economic outlook, Greece needs to look for alterna-
tives and seize on them quickly before their competitors do.

19-13 Develop a relevant demographic profile of a potential 
new market for a country like Greece that is looking 
to attract alternative tourist markets. (AACSB: Written 
and Oral Communication; Information Technology; 
Reflective Thinking)

19-14 Is this an attractive market for the Greek tourism sec-
tor? Refer to Appendix 2: Marketing by the Numbers 
to develop a market potential estimation of this market. 
(AACSB: Written and Oral Communication; Analytical 
Thinking; Reflective Thinking)

Video Case Monster

Monster.com is one of the most visited employment sites in the 
United States and one of the largest in the world. Now a part of 
parent company Monster Worldwide, Monster.com pioneered job 
recruiting on the internet. Today, it is the only online recruitment 
provider that can service job seekers and job posters on a truly 
global basis. With a presence in 50 countries around the world, 
Monster has unparalleled international reach. Even through tough 
economic times, Monster continued to invest heavily in order to 
maintain and expand its global presence.

Monster’s international expansion included the purchase of 
ChinaHR.com, giving it a strong presence in the world’s largest 
country. Monster already gets about 45 percent of its annual 

revenue of $1.3 billion from outside the United States. But it ex-
pects to become even more global in the coming years. To back 
that geographic expansion, Monster is also investing heavily in 
search technologies and web design in order to appeal to clients 
everywhere.

After viewing the video featuring Monster Worldwide, answer 
the following questions:

19-15 Which of the five strategies for adapting products and 
promotion for global markets does Monster employ?

19-16 Which factors in the global marketing environment have 
challenged Monster’s global marketing activities most? 
How has Monster met those challenges?

Company Case L’Oréal: The United Nations of Beauty

How does a French company successfully market an American 
version of a Korean skin beautifier under a French brand name in 
Australia? Ask L’Oréal, which sells more than $28 billion worth of 
cosmetics, hair care products, skin care concoctions, and fra-

grances each year in 130 countries, making it the world’s biggest 
cosmetics marketer. L’Oréal’s success is based on a concept 
it calls “universalisation.” It sells its brands globally by under-
standing how they appeal to varied cultural nuances of beauty 
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