Outline of Chapter 1

             MARKETING'S ROLE IN THE

             GLOBAL ECONOMY

             INTRODUCTION:

             MARKETING--WHAT'S IT ALL

             ABOUT? 

               Marketing is more than selling

               or advertising 

               How did all those bicycles get

               here? 

               PRODUCTION--actually

               making goods or performing

               services.

               CUSTOMER

               SATISFACTION--the extent to

               which a firm fulfills a

               consumer's needs, desires,

               and expectations. 

                 Overhead 1 "Customer

                 Satisfaction" 

             HOW MARKETING RELATES

             TO PRODUCTION 

               Bicycles, like mousetraps,

               don't sell themselves 

               UTILITY--the power to satisfy

               human needs. 

                 Transparency 1 (Exhibit

                 1-1) "Types of Utility and

                 How They Are Provided"

               Bicycles do not automatically

               provide utility

               FORM UTILITY--provided

               when someone produces

               something tangible.

               TASK UTILITY--provided when

               someone performs a task for

               someone else.

               TIME UTILITY--having the

               product available when the

               customer wants it.

               PLACE UTILITY--having the

               product available where the

               customer wants it.

               POSSESSION

               UTILITY--obtaining a good or

               service and having the right to

               use or consume it. 

             MARKETING IS IMPORTANT

             TO YOU 

               Marketing is important to every

               consumer 

               Marketing will be important to

               your job 

               Marketing affects economic

               growth 

             HOW SHOULD WE DEFINE

             MARKETING? 

               Micro- or macro-marketing?

                 Overhead 2 "What Is

                 Marketing?" (includes

                 AMA definition)

             MICRO-MARKETING DEFINED 

               MICRO-MARKETING--the

               performance of activities that

               seek to accomplish an

               organization's objectives by

               anticipating customer or client

               needs and directing a flow of

               need-satisfying goods and

               services from producer to

               customer or client.

               Applies to profit and nonprofit

               organizations 

               More than just persuading

               customers 

               Begins with customer needs 

               Does not do it alone 

               Builds a relationship with the

               customer 

             THE FOCUS OF THIS

             TEXT--MANAGEMENT-ORIENTED

             MICRO-MARKETING

             MACRO-MARKETING DEFINED

               MACRO-MARKETING--a

               social process that directs an

               economy's flow of goods and

               services from producers to

               consumers in a way that

               effectively matches supply and

               demand and accomplishes the

               objectives of society.

               Emphasis is on whole system 

               Is it effective and fair? 

             EVERY SOCIETY NEEDS AN

             ECONOMIC SYSTEM 

               ECONOMIC SYSTEM--the

               way an economy organizes to

               use scarce resources to

               produce goods and services

               and distribute them for

               consumption by various people

               and groups in the society. 

                 Overhead 3 "Economic

                 Systems" 

             HOW ECONOMIC DECISIONS

             ARE MADE 

               Government planners may

               make the decisions

               PLANNED ECONOMIC

               SYSTEM--government

               planners decide what and how

               much is to be produced and

               distributed by whom, when, to

               whom, and why.

               A market-directed economy

               adjusts itself

               MARKET-DIRECTED

               ECONOMIC

               SYSTEM--individual decisions

               of the many producers and

               consumers make the

               macro-level decisions for the

               whole economy.

               -Price is a measure of value

               -Greatest freedom of choice

               -Conflicts can result

               MICRO-MACRO

               DILEMMA--what is "good" for

               some producers and

               consumers may not be good

               for society as a whole. 

                 Overhead 4

                 "Micro-Macro Dilemma" 

               -The role of government. 

             ALL ECONOMIES NEED

             MACRO-MARKETING

             SYSTEMS 

               Marketing involves exchange

               PURE SUBSISTENCE

               ECONOMY--each family unit

               produces everything it

               consumes.

               What is a market?

               MARKET--a group of potential

               customers with similar needs

               who are willing to exchange

               something of value with sellers

               offering various goods and/or

               services.

               CENTRAL

               MARKETS--convenient places

               where buyers and sellers can

               meet one-on-one to exchange

               goods and services.

               Central markets help exchange

               A money system simplifies

               trading

               Middlemen intermediaries help

               exchange even more

               MIDDLEMAN--someone who

               specializes in trade rather than

               production.

               INTERMEDIARY--a

               middleman.

                 Transparency 2 (Exhibit

                 1-2) "A. Ten exchanges

                 required when a central

                 market is not used," and

                 "B. Only five exchanges

                 are required when a

                 middleman

                 (intermediary) in a

                 central market is used"

               Central market and

               intermediaries may develop in

               cyberspace 

             THE ROLE OF MARKETING IN

             ECONOMIC DEVELOPMENT 

               Effective marketing system is

               necessary

               Breaking the vicious circle of

               poverty 

             STAGES OF ECONOMIC

             DEVELOPMENT 

                 Overhead 5 "Stages of

                 Economic Development"

               Stage 1--Self-supporting

               agriculture

               Stage 2--Preindustrial or

               commercial

               Stage 3--Primary

               manufacturing

               Stage 4--Nondurable and

               semidurable consumer

               products manufacturing

               Stage 5--Capital equipment

               and consumer durable

               products manufacturing

               Stage 6--Exporting

               manufactured products 

             NATIONS'

             MACRO-MARKETING

             SYSTEMS ARE CONNECTED 

                 Overhead 6 "Nations_

                 Macro-Marketing

                 Systems Are

                 Connected"

               As a nation grows, its

               international trade grows

               Tariffs and quotas may reduce

               trade

               TARIFFS--taxes on imported

               products.

               QUOTAS--the specific

               quantities of products that can

               move in or out of a country.

               Markets may rely on

               international countertrade

               COUNTERTRADE--a special

               type of bartering in which

               products from one country are

               traded for products from

               another country.

               Global trade is increasing

               WORLD TRADE

               ORGANIZATION (WTO)--the

               only international body dealing

               with the rules of trade between

               nations.

               GENERAL AGREEMENT ON

               TARIFFS AND TRADE

               (GATT)--a set of rules

               governing restrictions on world

               trade and agreed to by most of

               the nations of the world. 

             CAN MASS PRODUCTION

             SATISFY A SOCIETY'S

             CONSUMPTION NEEDS? 

               Economies of scale mean

               lower cost

               ECONOMIES OF SCALE--as

               a company produces larger

               numbers of a particular

               product, the cost for each of

               these products goes down.

                 Overhead 7 "Economies

                 of Scale"

               Effective marketing is needed

               to link producers and

               consumers

                 Transparency 3 (Exhibit

                 1-3) "Marketing

                 Facilitates Production

                 and Consumption"

               Marketing functions help

               narrow the gap

               UNIVERSAL FUNCTIONS OF

               MARKETING--buying, selling,

               transporting, storing,

               standardization and grading,

               financing, risk taking, and

               market information.

                 Transparency 4

                 "Universal Functions of

                 Marketing"

               BUYING FUNCTION--looking

               for and evaluating goods and

               services.

               SELLING

               FUNCTION--promoting the

               product.

               TRANSPORTING

               FUNCTION--the movement of

               goods from one place to

               another.

               STORING

               FUNCTION--holding goods

               until customers need them.

               STANDARDIZATION AND

               GRADING--sorting products

               according to size and quality.

               FINANCING--provides the

               necessary cash and credit to

               produce, transport, store,

               promote, sell, and buy

               products.

               RISK TAKING--bearing the

               uncertainties that are part of

               the marketing process.

               MARKET INFORMATION

               FUNCTION--the collection,

               analysis, and distribution of all

               the information needed to plan,

               carry out, and control

               marketing activities. 

             WHO PERFORMS MARKETING

             FUNCTIONS? 

               Producers, consumers, and

               marketing specialists 

                 Transparency 5 "Model

                 of a Market-Directed

                 Economy"

                 Transparency 6 (Exhibit

                 1-4) "Model of a

                 Market-Directed

                 Macro-Marketing

                 System"

               Specialists perform some

               functions

               FACILITATORS--firms that

               provide one or more of the

               marketing functions other than

               buying or selling. 

                 Overhead 8 "Facilitators"

               Functions can be shifted and

               shared 

             HOW WELL DOES OUR

             MACRO-MARKETING SYSTEM

             WORK? 

               It connects remote producers

               and consumers

               It encourages growth and new

               ideas

               INNOVATION--the

               development and spread of

               new ideas and products.

               It has its critics

                 Overhead 9 "Some

                 Criticisms of Marketing"

               Is it an ethical issue?

               MARKETING ETHICS--the

               moral standards that guide

               marketing decisions and

               actions. 

             IDEAS ON USING COLOR

             TRANSPARENCIES OF ADS

             WITH CHAPTER 1

             Transparency 150

             (Chick-fil-A) "Eat mor chickin."

             Marketing informs consumers

             about product offerings and helps

             to shape consumer demand.

             Transparency 151

             (Tripod) "Bring Gen-X right to

             your doorstep with over 40 million

             pageviews each month."

             Marketing helps to bring

             producers and consumers

             together. For example, Tripod

             uses the Internet to provide

             marketing functions that help

             overcome separations of space,

             time, and information between

             producers and the Gen X target

             market.

             Transparency 154

             (Catalina Marketing Network)

             "Turn the retailer's price label into

             an explosive volume builder."

             Catalina is a marketing specialist

             that helps other firms meet their

             sales promotion objectives.

             Transparency 169

             (DisplayOne-Menasha Corp.)

             "This is the only display that will

             get more attention in-store."

             DisplayOne creates in-store

             displays that grab the consumer's

             attention and thus help other

             firms meet their sales objectives.

             Transparency 174

             (MapInfo) "Identify your best

             customer...And find others just

             like him. Choose ClusterPLUS."

             MapInfo is a specialized

             marketing research firm that uses

             its ClusterPlus software to

             provide market information that

             helps its clients understand their

             target customers better.

             Transparency 179

             (Penske) "Why outsource?

             Consider these facts...Then call

             Penske."

             Penske is a transportation firm

             that must satisfy its other

             business customers, and it does

             that by providing marketing

             functions more efficiently and

             effectively than those firms could

             do on their own.

             Transparency 180

             (The Product Line) "She isn't

             building it or fixing it. She's selling

             it over the phone."

             The Product Line is a direct

             marketing agency that helps other

             companies reach their customers.

             Transparency 183

             (America Online) "The Internet

             online ratings are in...America

             Online 58.3%."

             Customers and producers who

             are separated by time and space,

             and who need information about

             each other, are finding that the

             Internet provides a new type of

             "central market."

             Transparency 190

             (KLM Cargo) "KLM Cargo from

             Damnum Saduak? A taste of

             their global network."

             Producers who want to reach

             customers in distant markets

             benefit from the help of

             facilitators like KLM Cargo.

             Transparency 191

             (Philips) "A finished product

             doesn't mean our work is over.

             Let's make things better."

             Marketers look for new and better

             ways to meet customer needs.

             For Philips, the worlds biggest

             lighting company, that means that

             when the product is produced the

             work is just beginning. Sales reps

             like the one shown in this ad

             collaborate on a daily basis with

             distributors to guarantee that

             Philips lighting products are

             conveniently available at the

             largest possible number of sales

             locations, that they are supported

             with effective point-of-purchase

             displays, and that other attention

             getting promotions inform

             customers about the advantages

             of Philips products.

             Transparency 192

             (Telecom Italia) "Nowadays in

             Rome it takes only six days to

             have a phone put in. And on the

             seventh day you are ready to say,

             'Hello!'"

             Many Italian consumers have

             come to expect slow service from

             Telecom Italia, so its efforts to

             reduce the time to install a

             telephone to seven days is viewed

             as a big improvement. Most

             consumers in the U.S. would not

             be satisfied with that amount of

             time--because they have

             expectations that things should

             happen faster.

             Transparency 193

             (Roberts Express) "Expedite."

             In the U.S., many of the

             government rules that once

             regulated the transportation

             industry have been eliminated. As

             a result, firms like Roberts

             Express have become more

             market-oriented and more

             focused on satisfying their clients.

             Transportation firms that have not

             adapted in this way have

             disappeared in the new

             competitive environment.

             Transparency 194

             (KitchenAid) "Mom had a

             KitchenAid dishwasher. I have a

             KitchenAid kitchen."

             The aim of KitchenAid's

             marketing is to identify customer

             needs--and to meet those needs

             so well that the product almost

             sells itself.

             Transparency 200

             (Dickies-Williamson-Dickie Mfg.)

             "We humbly offer three good

             reasons why you shouldn't bury

             your head in the sand about our

             denim jeans. Margin. Margin. And

             more margin."

             Marketing is the engine that turns

             ideas into profits by satisfying

             needs--and in the process

             stimulates economic growth.

             Transparency 201

             (British Fibreboard Packaging

             Association) "Nothing protects

             like fibreboard."

             Marketing helps to get goods

             from the factory floor to the

             consumer when and where the

             consumer wants them--and in the

             condition that the customer needs

             them.

             Transparency 202

             (Boy Scouts of America) "NASA

             didn't just say to Jim Lovell, 'Hey,

             you look like a good guy, want to

             go to the moon?'"

             Marketing activities are important

             in all sort of organizations, not

             just in firms.

             Transparency 205

             (Natural Resources Defense

             Council/Japan Ad Council/Ad

             Council/EPA) "Little by little, our

             waters are looking less like art

             and more like trash."

             Water pollution is a good example

             of the micro-macro dilemma. An

             individual consumer might prefer

             to use a stronger household

             detergent or to use chemicals to

             get a greener lawn, but this may

             result in toxic materials in our

             rivers, lakes, and oceans--and

             that impacts everyone.

             Transparency 207

             (Pedigree-Mars Inc's Kal Kan)

             "Now, there's a new way to get

             healthy hair...And it comes in very

             can and bag of Pedigree."

             Marketing gives people choices

             so that they pick products that are

             consistent with their individual

             preferences and needs.

             Transparency 208

             (Powersoft-Sybase) "High

             pressure to perform. Millions on

             the line. One chance to make it

             happen. Powersoft Enterprise

             Tools. Sybase. The future is wide

             open."

             Marketing stimulates innovation

             because it helps turn new

             technological developments into

             profitable business opportunities.

             Transparency 209

             (Quaker Oats) "Now he has

             another reason to smile! The

             FDA confirms the first food

             specific health claim..."

             Marketing managers for Quaker

             Oats didn't make advertising

             health claims for their product

             until the claims could be proved,

             but many other firms have been

             criticized for making

             health-related claims that critics

             considered to be misleading or

             outright deceptive. For example,

             the Federal Trade Commission in

             the U.S. created specific

             guidelines for what could be

             called "low fat" in ads and in

             package labels after some firms

             made low-fat claims for products

             that definitely were not a healthy

             choice for consumers.

             Transparency 213

             (Triaminic-Novartis) "Don't put

             unnecessary medicine into this

             perfect little package. The right

             relief without the worry."

             Marketing identifies unmet needs

             and leads to the development of

             new products that help people

             have a better life.

             Transparency 215

             (Netcom Online Communication

             Services) "Open your business on

             the Internet with the #1 ranked

             Web hosting service provider."

             Netcome Online saw a new

             market opportunity in the

             capabilities of the Internet. It

             makes a profit by helping other

             firms establish a presence on the

             Internet.

             Transparency 225

             (ActMedia) "Does your message

             reach some of the people some

             of the time or all of the people at

             the right time? That's the power

             of ActMedia."

             ActMedia is a facilitator that

             specializes in helping its clients

             reach customers at the right time

             and place--right in the store

             where most buying decisions are

             made.

             PERSPECTIVES ON TEACHING

             CHAPTER 1--MARKETING'S

             ROLE IN THE GLOBAL

             ECONOMY

             The primary focus of this text is

             on micro-marketing issues, and

             more specifically on the

             marketing strategy planning

             process. Throughout the text, key

             ideas and concepts relevant to

             planning marketing strategy--both

             as they relate to selecting target

             market opportunities and

             developing marketing mixes--are

             developed and illustrated in detail.

             To help set the stage for and

             motivate that development, this

             chapter looks at the role of

             marketing from a broader,

             societal perspective.

             In class discussion or lecture, it is

             useful to position the material in

             this chapter as relevant to

             understanding not only our own

             marketing system and

             marketing's role in that system,

             but also for understanding the

             dramatic changes that are

             occurring as most of the

             countries in the world reduce

             barriers to trade and move more

             toward the type of market

             economy that for centuries has

             been the norm in the U.S.

             Students take for granted the

             quality of life we enjoy. That is

             natural and understandable. But it

             is important for them to see that

             the standard of living that is

             available in the developed

             economies of the world is largely

             a result of the benefits that

             accrue from a market-directed

             economic system.

             At most schools, the first class or

             two of the term is complicated by

             student "drops and adds" in the

             registration process. If that is

             typical at your school,

             registrations for your class may

             not settle out until the second or

             third day. In such a circumstance,

             you may want to hold off on a

             broad "overview" of the course

             until the second class. Basic

             Marketing is well suited to that

             approach, since the reading in

             Chapter 2 not only introduces the

             key concepts of marketing

             strategy planning but also

             provides a framework for the

             topics covered in the rest of the

             text. The role that chapter can

             play in helping students

             "forward-integrate" and see where

             the course is going might be

             diminished if it were covered as

             the very first topic--before the

             enrollment in the class has

             settled out. While the material in

             the first chapter is very important,

             we have been careful to prepare it

             so that it is self-contained. So, a

             student who might miss the first

             class discussion will still have a

             clear understanding of the

             broader impacts of marketing on

             society by reading the text.

             The highlighted teaching case for

             this chapter (on page 19) focuses

             on Colgate's marketing efforts in

             rural India. This topic serves as a

             good vehicle for highlighting and

             emphasizing some key issues

             raised in this chapter--and

             throughout the text. First, it

             sensitizes students to the fact

             that marketing institutions and

             systems that facilitate a high

             standard of living and that many

             of us take for granted do not exist

             everywhere. Further, it is a topic

             which helps to sensitize students,

             from the very beginning of the

             course, to think about

             international marketing

             opportunities. This is a recurring

             theme throughout many of the

             examples in the text. In our

             increasingly interconnected global

             economy, it is more important

             than ever that students have a

             strong understanding of

             international issues. It is no

             longer possible to ignore the

             challenges of international

             competition by focusing on

             marketing opportunities in one's

             "own backyard." The reason is

             simple: every local market in the

             U.S. is being penetrated by

             products from foreign producers.

             This topic also provides a very

             useful discussion of the idea that

             marketing managers are often

             faced with the challenge of

             sorting out who will do the

             marketing functions that are

             required to get a product to

             market. Fortunately, most

             students will work in

             environments where there are

             middlemen, facilitators, and

             specialists already established to

             help with that job. However,

             cases like this one illustrate that

             break-through opportunities often

             arise when a marketing manager

             can see a new or better way of

             meeting customer needs. Some

             students tend to think about that

             idea primarily in terms of

             development of innovative new

             products. However, it is equally

             important that they see that

             opportunities can arise by

             identifying new target markets, or

             new approaches for resolving

             discrepancies of quantity and

             assortment, or efficient ways of

             sharing responsibility for

             marketing functions across

             different members of the channel

             and the facilitators with whom

             they work. For example, the

             Tegut grocery case on pages

             24-25 provides a good discussion

             of how technology is changing

             marketing practices not only in

             this country but in other evolving

             political economies around the

             world.

             This chapter also sets the stage

             for consideration of criticisms of

             marketing, including questions

             about marketing ethics. It's useful

             to make a clear distinction

             between general criticisms of a

             market-oriented macro-marketing

             system and criticisms of the

             micro-marketing practices of a

             specific firm.

