
Dear Student,

Thank you for buying a copy of the best-selling introductory marketing text in Europe:
Principles and Practice of Marketing (5th edition) by David Jobber. We hope you find this book
useful for your course and we hope it helps you pass your exams! Professor Jobber has made sig-
nificant changes to this edition to ensure that it contains the latest coverage you need to pass
your course, and it is loaded with examples that you’ll find interesting and relevant. 

As well as being written to help you pass your introductory marketing course, Principles and
Practice of Marketing is also a great reference for your future marketing courses. We hope you’ll
continue to find the book useful throughout your degree and well into your career as a future
marketer. 

We understand that you may not be completing a degree in marketing so, if you choose not
to keep this book as an essential reference, let us know. We can buy back your copy of Principles
and Practice of Marketing (5th edition) and help make your future book-buying easier! After com-
pleting your introductory marketing course, return your copy of Principles and Practice of
Marketing (5th edition) to us and receive 50% off your next McGraw-Hill textbook pur-
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Wishing you every success in your studies,
McGraw-Hill Education 

WIN an iPod!!!

Every student who logs on to www.mcgraw-hill.co.uk/student and registers will be entered into
a prize draw for the chance to win a new iPod. Further details are available on the website. 
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Preface to the 5th edition

This book has been designed to help you to learn and to understand the important prin-
ciples behind successful marketing and how these are applied in practice. We hope that

you find that the book easy-to-use and that you are able to follow the ideas and concepts
explained in each chapter. As soon as you don’t grasp something, go back and read it again.
Try to think of other examples to which the theory could be applied. To check you really
understand the new concepts you are reading about, try completing the exercises and
questions at the end of each chapter. You can also test your understanding and expand
your knowledge by loading-up the accompanying CD-ROM, and exploring the on-line
resources centre.

To assist you in working through this text, we have developed a number of distinctive
study and design features. To familiarize yourself with these features, please turn to the
Guided Tour on pages xxvi-xxvii. 

HOW TO STUDY 

Marketing is a vibrant, challenging activity that requires an understanding of both princi-
ples and how they can be applied in practice. The fifth edition of my book attempts to
capture both aspects of the multidiscipline. Marketing concepts and principles are sup-
ported by examples of international practice to crystallize those ideas in the minds of
students who may have little personal experience of real-life marketing.

Myobjective,then,wastoproduceatightlywrittentextbooksupportedbyarangeof inter-
national examples and case studies. In my experience, all types of students enjoy applying
principles to real-life marketing problems. This is natural, as marketing does not exist in a
vacuum; it is through application that students gain a richer understanding of marketing.

Becoming a successful marketing practitioner requires an understanding of the princi-
ples of marketing together with practical experience of implementing marketing ideas,
processes and techniques in the marketplace. This book provides a framework for under-
standing important marketing issues such as understanding the consumer, marketing
segmentation and positioning, brand building, pricing, innovation and marketing
implementation, which form the backbone of marketing practice.

Marketing, as I have said, does not exist in a vacuum: it is a vibrant, sometimes energy-
sapping profession that is full of exciting examples of success and failure. Moreover,
marketing practitioners need to understand the changes that are taking place in the
environment. Marketing-orientated companies are undergoing fundamental readjust-
ments to their structure to cope with the accelerating rate of change. If you wish to enter
the marketing profession then an acceptance of change and a willingness to work long
hours are essential prerequisites.

Marketing in Europe has never looked stronger. International conferences organized by
the European Marketing Academy and national organizations such as the Academy of
Marketing in the UK make being a marketing academic challenging, rewarding and enjoy-
able. We should always value the companionship and pleasure that meeting fellow
marketing academics brings. The growth in the number of students wishing to study mar-
keting has brought with it a rise in the number of marketing academics in Europe. Their
youth and enthusiasm bode well for the future of marketing as a major social science.

Most students enjoy marketing: they find it relevant and interesting. I hope that this
book enhances your enjoyment, understanding and skills.
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CHANGES TO THE 5TH EDITION
As always, recent events are reflected throughout this book. Here is a brief summary of the
key content changes for this edition:

■ A brand new chapter on Marketing Ethics and Corporate Social
Responsibility: Since the previous edition was published, ethical issues have become
increasingly prevalent across all elements of marketing. In accordance with this,
companies are expected to demonstrate corporate social responsibility in all of their
business functions. This chapter provides a thorough grounding to these hot topics and
is supported by Marketing Ethics and Corporate Social Responsibility in Action boxes
that demonstrate ethical issues in the context of all other topics in the book

■ A completely rewritten Marketing Environment chapter: Marketing is a dynamic
subject, ever-changing in tandem with current events. This chapter has been completely
revised to reflect the most recent developments affecting the way that marketing is
approached and understood

■ A completely rewritten Digital Marketing chapter: Perhaps the biggest change
since the previous edition is the progression of digital technology. This chapter has been
revised to analyse the change from e-marketing to digital marketing and includes all
forms of digital marketing, from the internet and mobile phones to podcasts

■ Updated and expanded coverage of brand equity, marketing research and
positioning: These topics remain crucial to the study of marketing and the book has
been updated to account for the latest developments across the marketing spectrum

■ Brand new vignettes, case studies and advertisements throughout the book:
The principles of marketing cannot be fully grasped without solid examples of how
these apply in practice. That is why in every chapter you will find a wealth of examples
to support the concepts presented. These include current advertisements, and vignettes
spanning Marketing in Action, Digital Marketing and Marketing Ethics and Corporate
Social Responsibility in Action, as well as new Pause for thought boxes that ask you to
apply the principles learnt for yourself. Two case studies at the end of each chapter
provide more in-depth examples. These features will not only help you to absorb the key
principles of marketing, but will also allow you to make links between the various topics
and demonstrate the marketing mix at work in real-life situations

ON-LINE RESOURCES

We are always trying to improve the quality of this text and the supplementary resources
that accompany it. For this edition, we have worked hard to significantly expand the range
of online resources and to improve their currency and quality, to support both students in
their studying, and lecturers in their teaching of marketing. Please visit our online
resource centre at www.mcgraw-hill.co.uk/textbooks/jobber to gain access to an extensive
range of materials. This includes:

■ Additional case material exploring ideas from the text in greater depth
■ Revision notes to help your study, that recap the main ideas in each chapter
■ Chapter-by-chapter self-tests, that allow you to test your understanding of marketing

concepts 
■ Weblinks that take you to internet sites demonstrating e-marketing in action
■ Internet exercises encourage you to analyse and understand e-marketing concepts
■ Personal Development Plan to develop your marketing skills in four core areas: Decision-

making, communication, analysing and team working 
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■ Downloadable MP3 revision notes to accompany every chapter, allowing you to revise
at any time and in any place

Remember to check the website frequently, as we will be regularly updating and adding to
the material on this site.

PLUS – BRAND NEW TO THIS EDITION:

Accompanying Ad Insight CD-Rom, with a wealth of TV advertising campaigns linked to
topics in the book. Look out for the Ad Insight icon in the text to refer you to watch the rel-
evant clip and put your marketing skills into practice by answering the accompanying
questions. Suggested answers can be found on the OLC.
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true that increasingly we address even larger numbers of consumers we do well to
remember that we continue to do that one-to-one.55

How, then, do marketers tackle the standardization–adaptation issue? A useful rule of
thumb was cited at the start of this chapter: go global (standardize) when you can, stay
local (adapt) when you must. For example, HSBC recognizes the need to adapt to local
requirements (see illustration).

Figure 23.5 provides a grid for thinking about the areas where standardization may be
possible, and where adaptation may be necessary. There are many variations on which
element is standardized and which is adapted. For example, IKEA’s product offering and
stores are largely standardized, but advertising is varied between countries. Seat’s car
models are standardized but its positioning alters. For example, it is positioned as a more
upmarket brand in Spain than in the UK. Also, the Kronenbourg product is standardized,
but it is positioned as more of a premium beer in the UK than in Germany. Occasionally the
brand name changes for the same product. For example, Unilever’s male toiletries brand is
marketed as Lynx in the UK, as Ego in South Africa and as Axe across the rest of the
world.56 Standardization is an attractive option because it can create massive economies of
scale.

P A G E 9 6 4 M a r k e t i n g  I m p l e m e n t a t i o n  a n d  A p p l i c a t i o n

HSBC’s message combines its global strengths with local knowledge.

Ad 
Insight warehouses. Through the Internet and an increasing range of mobile and wireless tech-

nologies, trading exchanges take place in a virtual market space, created by computer
networks and layers of application software. Such computer networks stretch around the
world, giving companies access to global markets. For companies engaging in digital mar-
keting activities and selling via the Internet there is the need to recognize the following
implications of trading in these new channels.

■ Distance ceases to be a cost influencer from the buyer’s perspective as access to pur-
chasing information is the same no matter where the point of supply is based. However,
this can lead to highly complex and costly logistical issues for the seller.

■ Business location becomes an irrelevance as buyers and sellers can be based anywhere
in the world.

■ Technology permits continuous real-time trading, 24 hours a day, 365 days a 
year.

P A G E 7 3 1D i g i t a l  m a r k e t i n g

AOL: a Trail Blazer

AOL (see illustration overleaf) launched a landmark advertising campaign in January 2006 using a peak-time
viewing slot on the UK’s main commercial television channel, ITV. Viewers heard: ‘Some people think the
Internet is a bad thing. What do you think?’ The advertising message appears keen to highlight many of the
bad things about the Internet: identity theft, political extremism, liberal access to pornography and the traf-
ficking of children. Tobin Ireland, AOL’s chief marketing officer, said the aim of the ‘Discuss’ campaign was to
stimulate a more sophisticated understanding of the Internet among its users. He said, ‘We really need to
reposition our brand and take it to a new place.’The ads were part of an integrated communications campaign
using on- and offline tools to extend the Internet debate. The television adverts aimed to drive viewers to an
AOL microsite on the web, where they could read opinions and join in the debate by posting messages on
various topics. In preparation for this campaign, AOL commissioned a study to find out about the hopes and
fears people have in connection with the Internet. The results of this research were used to develop the latest
advertising campaign. AOL spent almost £15 million (€21 million) on the ‘Discuss’ campaign over the fol-
lowing three months, highlighting both the good and bad points of Internet usage.

AOL (originally known as America On Line) is a company that, through its business and technological knowl-
edge, has provided millions of people around the world with access to the Internet. AOL is a division of Time
Warner Incorporated, and a leader in delivering online interactive services. The company’s Internet service
provision has been built with the needs of today’s high-speed Internet user in mind. Global portals provide

users with a rich array of online content and unique new customization tools (e.g. Video Hub, which provides
easy access to music, movies, TV, news, and many other video features). AOL also launched a free AIM Mail
service, a new Netscape Browser and porter, and a new AOL Search tool.

AOL clearly develops strategies that aim to get the best out of the usage of Internet technologies from both
a business and a user perspective. The company has expanded successfully into global markets and constantly
seeks to find ways to stay ahead of the competition.

Visit AOL/‘Discuss’ (http://discuss.aol.co.uk) to find out more about the results of the research into how we
are using the Internet and the important issues driving the development of the Internet.

Based on: AOL (2006);10 Durman (2006)11

18.3 Digital Marketing18.3 Digital Marketing
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Since marketing operates at the interface between the organization and its environ-
ment it is uniquely positioned to lead the move towards more sustainable products and
strategies. Typically, companies will move through several stages (see Fig. 6.5). To facilitate
the process, marketing as a function needs to address a range of questions from the stra-
tegic to the tactical. Key questions are as follows.30

■ Have the effects of sustainability issues on company activities been analysed as part of
the marketing planning process?

■ Has the company conducted marketing research into the probable impacts on the
organization of sustainability issues?

■ Can the company modify existing products, services or processes to take account of sus-
tainability considerations, or will innovations be required?

■ Is the firm developing positive links with environmental groups?
■ Do communications strategies accurately emphasize environmental considerations?

Responding positively to environmental issues is important in order to protect and sustain
brands. Market-leading brands are always susceptible to attack by media and/or pressure
groups following any environmental incident. It is, therefore, sensible to build into brand
strategies sustainability issues to nurture and maintain brand trust.

Environmental issues can be a source of threats to organizations, but they can also
provide opportunities. Toyota has responded to environmental trends by successfully
launching the Toyota Prius hybrid car, which supplements normal fuel with an electric-
powered engine. The electric engine starts the car and operates at low speeds using a

P A G E 2 0 4 M a r k e t i n g  A n a l y s i s

Dimensions of corporate social responsibilityTable 6.1

Dimension Key issues Marketing response

Physical environment Combating global warming
Pollution control
Conservation of energy and other scarce resources
Use of environmentally friendly ingredients and

components
Recycling and non-wasteful packaging

Sustainable marketing

Social (community
involvement)

Support for the local community
Support for the wider community

Societal marketing
Cause-related marketing

Consumer Product safety (including the avoidance of harmful long-
term effects)

Avoidance of price fixing
Honesty in communications
Respecting privacy

Societal marketing

Supply chain Fair trading
Standard setting for supplies (e.g. human rights, labour

standards and environmental responsibility)

Fair trade marketing

Employee relations Fair pay
Equal opportunities
Training and motivation
Information provision (e.g. on career paths, recruitment

policies and training opportunities)

Internal marketing

C H A P T E R 1

1

After reading this chapter, you should be able to:

define the marketing concept and identify its key components and
limitations

compare a production orientation and a marketing orientation

differentiate between the characteristics of market-driven and internally
driven businesses 

compare the roles of efficiency and effectiveness in achieving corporate
success

describe how to create customer value and satisfaction

describe how an effective marketing mix is designed

discuss the criticisms of the 4-Ps approach to marketing management

explain the relationship between marketing characteristics, market
orientation and business performance

Marketing in the
modern

organization

❝ Management must think of itself not as producing products, but as providing customer-
creating value satisfactions. It must push this idea (and everything it means and requires)
into every nook and cranny of the organization. It has to do this continuously and with the
kind of flair that excites and stimulates the people in it. ❞

THEODORE LEVITT
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PA RT C O N T E N T S

Part openings list the chapter contents to set the
scene for each main area of study.

These pages identify the primary topics covered in
each section in terms of the main learning objec-

tives you should acquire after studying each chapter.

Figures and tables are presented in a simple and
clear design; the use of colour will further help you to
understand and absorb key data and concepts. 

Colour advertisements and illustrations
throughout the book demonstrate how marketers

have presented their products in real promotions and
campaigns. 

Digital Marketing vignettes illustrate real-life
digital-Marketing, by demonstrating how organiz-

ations have used new technologies in their marketing
strategies.

Marketing Ethics and CSR in Action vignettes—
these vignettes examine real-life ethical dilemmas and
examples of how companies can engage in CSR, in
relation to each chapter topic.

battery. At higher speeds the Prius automatically switches to a normal engine and fuel.
This saves on fuel and is less polluting. Green & Black’s (see illustration overleaf ), the
‘green’ chocolate brand, is positioned on its organic credentials. 

The giant US corporation GE has also embraced the environment as a source of oppor-
tunity, as Marketing Ethics and Corporate Social Responsibility in Action 6.3 describes.

It is little wonder that companies such as GE and Toyota see environmental issues as
opportunities. Figure 6.6 shows the actual and projected growth of the market for environ-
mental products and services.

P A G E 2 0 5U n d e r s t a n d i n g  m a r k e t i n g  e t h i c s  a n d  c o r p o r a t e  s o c i a l  r e s p o n s i b i l i t y

Sustainable policy
and organization

Single sustainable
product/service

Sustainable
product/service

range

Sustainable
production

All sustainable
products/services

The stages in the move towards excellence in environmental
performance

Figure 6.5

Source: M. Charter, K. Peattie, J. Ottman and M. J. Polonsky (2002) Marketing and Sustainability, Cardiff: Centre

for Business Relationships, Accountability, Sustainability and Society (BRASS) in association with the Centre for

Sustainable Design.
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implemented. They argue that there are other valid considerations that companies must
take into account when making decisions (e.g. economies of scale) apart from giving cus-
tomers exactly what they want. Marketers’ attention should therefore be focused not only
on propagation of the ideology but also on its integration with the demands of other core
business functions in order to achieve a compromise between the satisfaction of consumers
and the achievement of other company requirements.

Marketing and society

A second limitation of the marketing concept concerns its focus on individual market
transactions. Since many individuals weigh heavily their personal benefits while dis-
counting the societal impact of their purchases, the adoption of the marketing concept
will result in the production of goods and services that do not adequately correspond to
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Product Red Leads on Ethical Marketing Partnerships

The rock star Bono, frontman of U2, took centre stage in Davos during the World Economic Forum in 2006 to
announce the launch of a new global brand, Product Red, with a share of profits to go to combat AIDS in Africa.
Companies such as American Express, Gap, Converse and Giorgio Armani have formed partnerships to produce
a range of ‘Red’ branded products, including T-shirts, footwear, sunglasses and a credit card. Product Red wants
to draw on the branding expertise and commercial power of its corporate partners, and the Red partners hope
to broaden their customer base while ‘doing the right thing’ at the same time.

The aim is to channel funds from the project into the Global Fund to Fight AIDS, Tuberculosis and Malaria, and
boost contributions from corporate sources. American Express, has launched its no-fee ‘Red’ Amex card in the
UK only, promising that at least 1 per cent of every pound spent will go to the Global Fund (see illustration).

Gap clothing chain has brought out a range of ‘Red’ T-shirts, made in Africa, in its US and UK stores; Nike-
owned Converse has sold a range of limited-edition Chuck Taylor All Star shoes; while luxury brand Armani
has launched sunglasses, and aims to expand into perfume, jewellery and watches. On average, Product
Red’s partners have pledged to channel about 40 per cent of their profits to the Global Fund. American
Express chief John Hayes called it ‘conscientious commerce’, something that should reward both the share-
holders and the global community.

Such ‘feel-good’ marketing opportunities are making inroads into traditional marketing strategies, as
companies recognize the need to demonstrate tangible commitment to their corporate conscience if the
public are to be persuaded about their ethical credentials. Many firms have faced criticism in the past over
their questionable marketing practices (e.g. Nestlé and Nike) or their inconsistent commitment to ethical
business practice. In 2005, Kraft announced the launch of its Kenco Sustainable Development coffee, certified
by the Rainbow Alliance. The coffee is the first move by the giant food multinational into the ethical sector,
as is Nestlé’s Fairtrade-endorsed Partners’ Blend instant coffee. Some campaigners argue that this is cynical
manipulation by the multinationals to cash in on a growing market, rather than a fundamental shift in busi-
ness strategy. Certainly Bono acknowledges that some critics consider he is also being used by companies to
restore their reputations, although he argues, ‘We are not endorsing their products, these products endorse us.’
Whatever the motives behind the corporate involvement, some would say that the main issue is that if people
are buying ethically at all, and if the world’s economically deprived populations benefit alongside the global
brands, this can only be a good thing.

Based on: Weber (2006);26 Muspratt (2004)27

1.1 Marketing Ethics and Corporate Social Responsibility in Action1.1 Marketing Ethics and Corporate Social Responsibility in Action
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What are the factors that drive companies to enter international markets?

Joint ventures are a popular method of entering markets in Europe. Choose an example
(many are given in this book) and research its background (and outcomes if any).

For a company of your choice, research its reasons for expanding into new foreign markets,
and describe the moves that have been made.

Using information in this chapter and from Chapter 17, on distribution, describe how you
would go about selecting and motivating overseas distributors.

Why are so many companies trying to standardize their global marketing mixes? With
examples, show the limitations to this approach.

What are the factors that influence the choice of market entry strategy?

Select a familiar advertising campaign in your country and examine the extent to which it
is likely to need adaptation for another country of your choice.

Describe the problems of pricing in overseas markets and the skills required to price
effectively in the global marketplace.

Study QuestionsStudy Questions
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When you have read this chapter
log on to the Online Learning Centre at
www.mcgraw-hill.co.uk/textbooks/jobber to
explore chapter-by-chapter test questions, links
and further online study tools for marketing.
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REVIEW The reasons why companies seek foreign markets

■ The reasons are to find opportunities beyond saturated domestic markets; to seek
expansion beyond small, low-growth domestic markets; meet customer expectations;
respond to competitive forces (e.g. the desire to attack an overseas competitor); act
on cost factors (e.g. to gain economies of scale); and to achieve a portfolio balance
where problems of economic recession in some countries can be balanced by growth
in others.

The factors that influence which foreign markets to enter

■ The factors are macroenvironmental issues (economic, socio-cultural and political-legal)
and microenvironmental issues (market attractiveness, which can be assessed by
analysing market size and growth rate, degree of competition, the costs of serving the
market, profit potential and market accessibility) and company capability profile (skills,
resources, product adaptability and the ability to create a competitive advantage).

The range of foreign market entry strategies

■ Foreign market entry strategies are indirect exporting (using, for example, domestic-based
export agents), direct exporting (using, for example, foreign-based distributors); licensing
(using, for example, a local licensee with access to a set of technologies or know-how);
joint venture (where, for example, two or more companies form a partnership to share the
risks, costs and profits); and direct investment (where, for example, a foreign producer is
bought or new facilities built).

The factors influencing foreign market entry strategies

■ The factors are the risk of losing proprietary information (for example, direct investment
may be used to avoid this risk), resources (for example, when resources are low, exporting
using agents or distributors may be favoured) and the desired level of control (for
example, when high control is desired direct investment or exporting using the company’s
staff may be preferred).

The influences on the degree of standardization or adaptation

■ A useful rule of thumb is to go global (standardize) when you can and stay local (adapt)
when you must.

■ The key influences are cost; the need to meet local regulations, language and needs; the
sensitivities of local managers, who may perceive a loss of status associated with greater
centralized control; media availability and promotional preferences; and organizational
structure and culture (for example, where subsidiaries hold considerable power).

The special considerations involved in designing an international marketing
mix

■ The special considerations are huge research and development costs, where a brand
concept is based on an authentic national heritage that transcends global boundaries,
where a global segment of like-minded people can be exploited, and where a cohesive
positioning statement makes sense because of increasing global travel. All of these con-
siderations favour a standardized marketing mix. Where there are strong local differences
an adapted marketing mix is required.
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COKE’S BOULEVARD OF
BROKEN DREAMS
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profit growth. His success over PepsiCo led to him to treat
that company with contempt. He once said, ‘As they
become less relevant, I don’t need to look at them any
more.’ Since his death, however, the company’s shares have
lost a third of their value, and profit growth has collapsed
to the low single digits. His successors reigned during a
time of bungled takeovers, disastrous product launches,
contamination scares, and constant feuding between fac-
tions within the management and boardroom. A classic
illustration of Coke’s problems was the scandal involving
the launch of Dasani, a bottled mineral water that turned
out to be distilled tap water. When the harmful chemical
bromate was found in a batch the brand was withdrawn in
the UK.

However, other people attribute the roots of Coke’s
failings to Goizueta’s single-minded devotion to cola. His
philosophy was that nothing could beat the low-cost, high-
profit-margin business of producing syrupy concentrate for
bottlers, under licence, to transform into the world’s
favourite drink. While Coca-Cola focused on carbonated
colas, PepsiCo diversified away from sugary fizzy drinks into
a powerful portfolio of non-carbonated products. In 1998,
it bought the fruit juice business Tropicana, which it has
built to be the number one fruit juice brand in the USA.
Three years later it bought Quaker Oats, thereby acquiring
the energy drink Gatorade, which has also been built into a
major brand. (Coca-Cola pulled out of the Quaker Oats
bidding war believing its price to be too high.) PepsiCo also
owns Aquafina, the leading bottled water brand in the USA.
The fruit juice, energy drink and bottled water sectors have
all experienced double-digit growth in recent years. It has
continued its acquisition programme with the purchase of
the South Beach Beverage Co, which manufactures the
SoBe healthy drinking range, and has recently launched
SoBe Life Water, which it claims contains the full rec-
ommended daily amount of vitamin C together with
vitamins E and B, and no preservatives or artificial flavour-
ings. Its bottling partner Pepsi-Americas has also bought
Ardea Beverages, which markets the Nutrisoda range con-
taining amino acids, vitamins, CoQ10, herbs and minerals.
In contrast to Coke, the culture at PepsiCo was reported to
be more dynamic and customer focused, and less bureau-
cratic.

Where Coke has focused on soft drinks Pepsi has
interests in the snack food business (it bought the Frito-Lay
snack food business in 1965), owning such brands as
Doritos, Walkers Crisps, Quavers, Lay’s Potato Crisps 
and Wotsits (see Table C1.1). The result is that PepsiCo 

Case One

F or most companies, owning the number one brand
name in the world (valued at over $67 billion by the

Interbrand consultancy), having global brand recognition
and earning $4.8 billion profits on sales of $21.9 billion a
year would spell success on a huge scale. But Coca-Cola is
not ‘most companies’. In the face of strong competition
and a changing marketing environment, the fortunes of
Coca-Cola have turned in recent years.

Once a Wall Street favourite, Coca-Cola created a
global brand by the expert marketing of something as
humble as brown carbonated water laced with caffeine and
vegetable extracts. For decades the company outperformed
its arch-rival PepsiCo such that in early 2000 Coca-Cola’s
market capitalization was $128 billion, almost three times
that of PepsiCo, which was valued at $44 billion. By
December 2005 all that had changed: PepsiCo had nudged
ahead with a market capitalization of $98.4 billion against
Coca-Cola’s $97.9 billion. For the first time in the history of
the two companies PepsiCo was valued more highly than
its old enemy. Suddenly, the ‘real thing’ was second best.

Coke’s problems
Many observers date Coke’s problems back to the death in
1997 of Roberto Goizueta, its charismatic and highly suc-
cessful chief executive, who delivered double-digit annual

H&M GETS HOTTER

S tefan Persson, chairman of Swedish retailer Hennes &
Mauritz (H&M), vividly remembers his company’s first

attempt at international expansion. It was 1976, the year
H&M opened its London store in Oxford Circus. ‘I stood
outside trying to lure in customers by handing out Abba
albums’ he recalls with a wry laugh. Persson, then 29, son
of the company’s founder, waited for the crowds. And
waited. ‘I still have most of those albums,’ he says.

But Stefan is not crying over that unsold vinyl. In a
slowing global economy, with lacklustre consumer
spending and retailers across Europe struggling to make a
profit, H&M’s pre-tax profits hit £1 billion (€1.5 billion) in
2005, a 23 per cent increase on the previous year, on sales
of £4.5 billion (€6.6 billion).The growth is being fuelled not
only by expansion: same-store sales were up around 4 per
cent in 2005. And at current sales levels, the chain is the
largest apparel retailer in Europe. This is not just a store
chain; it is a money-making machine. Table C2.1 compares
H&M with Gap and Zara, its closest rivals.

Marketing at H&M
If you stop by its Fifth Avenue location in New York or check
out the mothership at the corner of Regeringsgatan and
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Case Two

The clash of the clothing titansTable C2.1

Style Strategy Global reach Financials

H&M Motto is ‘fashion and Production Has 1200 stores in Estimated 2005 pre-

quality at the best outsourced to USA and Europe tax profit of £1.0 

price’ suppliers in Europe More than 88 per cent billion (€1.4 billion) 

Translates into and Asia of sales come from on sales of £4.5 

cutting-edge clothes Some lead times are outside Sweden billion (€6.3 billion)

just three weeks

Gap Built its name on Outsources all Operates 700 stores Estimated 2005 pre-

wardrobe basics such production in Canada, Japan and tax profit of £978 

as denim, khakis and An average of nine Europe, which produce million (€1369.2 

T-shirts months for turnaround 8 per cent of sales million) on sales of

£8.7 million (€12.18

billion)

Zara Billed as ‘Armani on a Bulk of production is Runs 650 outlets in Parent Inditex does 

budget’ for its Euro- handled by company’s 50 countries, but Spain not break out sales

style clothing for own manufacturing still accounts for 50 

women and men facilities in Spain per cent of sales

Data: company reports, Santander Central Hispano, BNP Paribas, Goldman Sachs & Co
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2 an in-house advertising department can be created

3 a full service advertising agency can be used

4 a combination of in-house staff (or the full service agency) can be used for some func-
tions and a specialist agency (media or creative) for others.

■ Agency selection should begin with a clear definition of requirements. A shortlist of agen-
cies should be drawn up and each briefed on the product and campaign. Selection will take
place after each has made a presentation to the client.

■ Agency payment can be by commission, fee or payment by results.

Ethical issues in advertising.

■ There are potential problems relating to misleading advertising, advertising’s influence on
society’s values and advertising to children.

9

advertising any paid form of non-personal communication of ideas or products in the prime media, i.e. television,
the press, posters, cinema and radio, the Internet and direct marketing

advertising agency an organization that specializes in providing services such as media selection, creative work, pro-
duction and campaign planning to clients

advertising message the use of words, symbols and illustrations to communicate to a target audience using prime
media

advertising platform the aspect of the seller’s product that is most persuasive and relevant to the target consumer 

direct marketing (1) acquiring and retaining customers without the use of an intermediary; (2) the distribution of
products, information and promotional benefits to target consumers through interactive communication in a way
that allows response to be measured

integrated marketing communications the concept that companies coordinate their marketing communications
tools to deliver a clear, consistent, credible and competitive message about the organization and its products

Internet promotion the promotion of products to consumers and businesses through electronic media

media class decision the choice of prime media, i.e. the press, cinema, television, posters, radio, or some combination
of these

media vehicle decision the choice of the particular newspaper, magazine, television spot, poster site, etc.

personal selling oral communication with prospective purchasers with the intention of making a sale

publicity the communication of a product or business by placing information about it in the media without paying
for time or space directly

sales promotion incentives to customers or the trade that are designed to stimulate purchase 

strong theory of advertising the notion that advertising can change people’s attitudes sufficiently to persuade
people who have not previously bought a brand to buy it; desire and conviction precede purchase

target audience the group of people at which an advertisement or message is aimed

weak theory of advertising the notion that advertising can first arouse awareness and interest, nudge some con-
sumers towards a doubting first trial purchase and then provide some reassurance and reinforcement; desire and
conviction do not precede purchase

Key TermsKey Terms

Look out for the Marketing in Action vignettes.
These vignettes provide additional practical examples
to highlight the application of concepts, and encourage
you to critically analyse and discuss real-world issues.

New Pause for thought boxes are situated
throughout the text. These consolidate your under-
standing as you work through topics, by asking you to
stop and think about how you would answer a question
related to real-life marketing practices. 

The Review section at the end of each chapter briefly
reviews and reinforces the main topics you will have
covered in the chapter.

Study Questions encourage you to review and
apply the knowledge you have acquired from each
chapter. These questions can be undertaken either
individually or as a focus for group discussion in sem-
inars or tutorials.

Each chapter contains a full list of References so
that if you wish, you can continue to research in
greater depth after reading the chapter.

The Key Terms list at the end of each chapter collates
all the key terms from the chapter to help you review
and revise rapidly.

Each chapter concludes with two case studies. These
up-to-date examples encourage you to apply what

you have learned in each chapter to a real-life mar-
keting problem. You can test yourself by trying out

the questions at the end of each case study section.

Ethical Dilemmas—these dilemmas are inter-
spersed throughout the book, asking you to think
through real ethical issues in relation to the chapter
topics.

P A G E x x v i iused as a reference price in a sale. Bait and switch is the practice of advertising a very low
price on a product (the bait) to attract customers to a retail outlet. Once in the store the
salesperson persuades the customer to buy a higher-priced product (the switch). The cus-
tomer may be told that the lower-priced product is no longer in stock or that it is of inferior
quality.

Penetration pricing and obesity

A controversial issue is the question of the ethics of charging low prices for fatty food tar-
geting young people. Critics claim that, by doing so, fast-food companies encourage obesity.
Others claim that such companies cannot be blamed when consumers are made well
aware by the media of the consequences of eating fatty foods.

Price discrimination

This occurs when a supplier offers a better price for the same product to one buyer and not
to another, resulting in an unfair competitive advantage. Price discrimination can be justi-
fied when the costs of supplying different customers varies, where the price differences
reflect differences in the level of competition and where different volumes are purchased.
Price discrimination can take place at a regional level. For example, according to the
European Commission, UK car prices were 35 per cent higher than elsewhere in Europe
before tax.43 This led to some buyers travelling to mainland Europe to buy new cars and to
some dealers planning to import cars for private buyers.44

Product dumping

This involves the export of products at much lower prices than charged in the domestic
market, sometimes below the cost of production. Products are ‘dumped’ for a variety of
reasons. First, unsold stocks may be exported at a low price rather than risk lowering prices
in the home market. Second, products may be manufactured for sale overseas at low prices
to fill otherwise unused production capacity. Finally, products that are regarded as unsafe
at home may be dumped in countries that do not have such stringent safety rules. For
example, the US Consumer Product Safety Commission ruled that three-wheel cycles were
dangerous. Many companies responded by selling their inventories at low prices in other
countries.45

P A G E 4 8 7P r i c i n g  s t r a t e g y

e
Coffee is a valuable traded commodity with a total value of $50 billion per year. However,
there is a vast oversupply and export coffee prices have fallen by more than 70 per cent
in the last five years. This fall in world prices to their lowest level ever in real terms has
had a dramatic impact on the 85 million people worldwide who depend on coffee for their
livelihood. For many coffee farmers, the price obtained for their crop barely provides a
living income. For multinational coffee brands this provides a source of supply where
prices are low, which they can then sell in western countries where prices are higher. Is
this pricing strategy ethical? To find out more you may wish to visit the following web-
sites: Fairtrade Foundation (http://www.fairtrade.org.uk); International Coffee Organization
(http://www.ico.org).

■ segment 1—low service needs, high price sensitivity
■ segment 2—high service needs, low price sensitivity.

Unipart was first to exploit segment 2 in the do-it-yourself car repair and servicing
market. It gave excellent customer service (‘The answer’s yes. Now what’s the question?’)
but charged a high price. This analysis, therefore, defined the market segment to target and
the appropriate marketing mix. Alternatively, both segments could be targeted with dif-
ferent marketing mixes. In business-to-business markets, large companies may possess
their own service facilities while smaller firms require producer or distributor service as
part of the product offering and are willing to pay a higher price. For example, Norsk Kjem,
a Norwegian chemical company, discovered that the market for one of its product lines—
wetting agents used in many processes to promote the retention and even distribution of
liquids—was segmented in this way.33 Small firms had less technical expertise and lower
price sensitivity, and they ordered smaller quantities than larger companies. This meant
that Norsk Kjem required different physical distribution (including service levels) and price
structures for the two market segments.
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Managing the Supply Chain the Zara Way

Zara, the Spanish clothing company, has revolutionized the fashion industry. Its key competitive advantage lies
in its ability to match fashion trends that change quickly.This relies on an extremely fast and responsive supply
chain. While other retailers moved production to the Far East to save money, Zara knew that it could make its
best-selling clothes faster in Spain.

Zara uses its stores to find out what consumers want, what styles are selling, what colours are in demand, and
which items are hot sellers and which are failures. The data is fed back to Zara headquarters through a soph-
isticated marketing information system. At the end of each day, Zara sales assistants report to the store
manager using wireless headsets to communicate inventory levels. The store managers then inform the Zara
design and distribution departments at headquarters about what consumers are buying, asking for and
avoiding. Top-selling items are requested and low-selling items are withdrawn from shops within a week.

Garments are made in small production runs to avoid overexposure, and no item stays in the shops for more
than four weeks, which encourages Zara shoppers to make repeat visits.Whereas the average high-street store
in Spain expects shoppers to visit on average three times a year, Zara shoppers visit up to 17 times.

The company’s designers use the feedback from the stores when preparing new designs. The fabrics are cut
and dyed at Zara’s own highly automated manufacturing facilities, which gives it control over this part of the
supply chain. Seamstresses in 350 independently owned workshops in Spain and Portugal stitch about half of
the pre-cut pieces into garments; the other half are stitched in-house.

The finished garments are sent back to Zara’s headquarters with its state-of-the-art logistics centre where
they are electronically tagged, quality checked and sorted into distribution lots for shipping to their desti-
nations.

So efficient are Zara’s production and distribution systems that the average turnaround time from design to
delivery is 10 to 15 days, with around 12,000 garments being marketed each year. In this way, Zara stays on
top of fashion trends rather than being outpaced by the market.

Based on: Anonymous (2002);28 Roux (2002);29 BBC Money Programme (2003);30 Mitchell (2003);31 Jobber and Fahy (2006)32

17.1 Marketing in Action17.1 Marketing in Action
process by which we screen out those stimuli that are neither meaningful to us nor consis-
tent with our experiences and beliefs. On entering a supermarket there are thousands of
potential stimuli (brands, point-of-sale displays, prices, etc.) to which we could pay atten-
tion. To do so would be unrealistic in terms of time and effort. Consequently we are
selective in attending to these messages. Selective attention has obvious implications for
advertising considering that studies have shown that consumers consciously attend to only
5–25 per cent of the advertisements to which they are exposed.44
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A number of factors influence attention. We pay more attention to stimuli that contrast
with their background than to stimuli that blend with it. The name Apple Computer is
regarded as an attention-getting brand name because it contrasts with the technologically
orientated names usually associated with computers. The size, colour and movement of a
stimulus also affect attention. Position is critical too. Objects placed near the centre of the
visual range are more likely to be noticed than those on the periphery. This is why there is
intense competition to obtain eye-level positions on supermarket shelves. We are also more
likely to notice those messages that relate to our needs (benefits sought)45 and those that
provide surprises (for example, large price reductions).

Selective distortion occurs when consumers distort the information they receive
according to their existing beliefs and attitudes. We may distort information that is not in
accord with our existing views. Methods of doing this include thinking that we misheard
the message, and discounting the message source. Consequently it is very important to
present messages clearly without the possibility of ambiguity and to use a highly credible
source. In a classic experiment, a class of students was presented with a lecturer who was
introduced as an expert in the area. To another comparable group of students the same lec-
turer was presented without such an introduction. The ratings of the same lecture were
significantly higher in the former group. Another important implication of selective distor-
tion is always to present evidence of a sales message whenever possible. This again reduces
the scope for selective distortion of the message on the part of the recipient.

Distortion can occur because people interpret the same information differently.
Interpretation is a process whereby messages are placed into existing categories of
meaning. A cheaper price, for example, may be categorized not only as providing better
value for money but also as implying lower quality. Information framing can affect
interpretation. Framing refers to ways in which information is presented to people. Levin
and Gaeth asked people to taste minced beef after telling half the sample that it was 70 per
cent lean and the other half that it was 30 per cent fat.46 Despite the fact that the two state-
ments are equivalent, the sample that had the information framed positively (70 per cent
lean) recorded higher levels of taste satisfaction. Information framing has obvious implica-
tions for advertising and sales messages. The weight of evidence suggests that messages
should be positively framed. 

Colour is another important influence on interpretation. Blue and green are viewed as
cool, and evoke feelings of security. Red and yellow are regarded as warm and cheerful.
Black is seen as an indication of strength. By using the appropriate colour in pack design
it is possible to affect the consumer’s feelings about the product. The packaging of full-
strength cigarettes is usually black. The complete branding concept may also be based on
colour. For example, mobile phone company Orange has achieved success with the ‘colour

Return to a newspaper or magazine you have read in the last week. Examine all the advertisements in it and
calculate the percentage you remember seeing. It will probably be less than a quarter.

4.1 Pause for thought4.1 Pause for thought
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EZTest, a new computerised testbank format from McGraw-Hill, is available with this title.
EZTest enables you to upload testbanks, modify questions and add your own questions,
thus creating a testbank that’s totally unique to your course! Find out more at:
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Study Skills

Open University Press publishes guides to study, research and exam skills to help under-
graduate and postgraduate students through their university studies.
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Currency Conversion Table

2.5 Australian dollars

2.1 Canadian dollars

11.1 Danish kroner

1.4 Euros

14.8 Hong Kong dollars

221.7 Japanese yen

7.0 Malaysian ringgits

2.9 New Zealand dollars

12.4 Norwegian kroner

3.0 Singapore dollars

14.1 South African rand

13.8 Swedish kroner

2.4 Swiss francs

1.9 US dollars
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