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=>Amazon.com

cunded by Jeff Bezos, Amazon.com started as ihe
“world’s largest bookstore” in July 1995. A virjual book-
store that physically owned no books, Amazon.com
sromised to revolutionize retailing. Although gome may
sahate whether it accomplished that, Bezos clearly
‘azad a frail of e-commerce innovations that many have

Amazon.com set out to create personaliged store-
=ants for each customer by providing more useful infor-
ation and more choices than could be found in your
pical neighborhood bookstore. Readers gan review
nooks and evaluate them on a one- to fivestar rating
azale, and browsers can rate the reviews for helpfulness.
Amazon.com’s personal recommendation seryice aggre-
. gates data on buying patterns to infer who| might like
which book, The site offers peeks into books' contents,
ndex, and beginning pages with a “search|inside the
nook” feature that also lets customers search the entire
xt of 120,000 books—about as many titles [as are in a
Sarnes & Noble bookstore. Amazon.com's one-click
shopping lets buyers make purchases with ong click.
Over the ysars, Amazon.com has diversified its
zroduct lines into DVDs, music CDs, computer soft-
ware, video games, electronics, apparel, furnifure, food,
oys, and more. In addition, it has established separate
*ieb sites in Canada, the United Kingdom, Germany,
France, China, and Japan. Amazon.com comtinued to
. axpand its product offerings with the 2007 launch of
g_ﬁmazon Video On Demand, allowing consumers fo rent
\ o purchase films and television shows on thelr comput-
ers or televisions. Later that year, Amazon.gom intro-
Auced Amazon MP3. which competes dirpctly with
Apple’s iTunes and has participation from ali|the major
music labels. The company’s most succesgful recent
oroduct launch was the Amazon-branded Kindle, an

glectronic book reader that can deliver hundreds of
thousands of books, magazines, biogs, and newspa-
pers wirelessly in a matter of seconds. As thin as a
magazine and light as a paperback, the device was
Amazon.com’s number one selling product in 2009.

To overcome the lag between purchase and delivery
of product, Amazon.com offers fast, inexpensive ship-
ping. For a $79 annual fee, Amazon.com Prime provides
unlimited free express shipping for most items. While free
shipping and price cuts are sometimes unpopular with in-
vestors, Bezos believes it builds customer satisfaction,
loyalty, and frequency of purchase orders.

Amazon.com has established itself as an electronic
marketplace by enabling merchants of all kinds to sell
iterns on the site. it powers and operates retail Web sites
for Target, the NBA, Timex, and Marks & Spencer,
Amazon.com derives about 40 percent of its sales from
its million-plus affiiates called “Associates,” independent
sellers or businesses that receive commissions for refer-
ring customers who then make a purchase at the
Amazon.com site. Associates can refer consumers to
Amazon.com through a variety of ways, inciuding direct
links and banner ads as well as Amazon Widgets, mini-
applications that feature Amazon.com’s wide selection of
products.

Amazon.com aiso launched an affiiate product
called aStore, which gives Associates the ability to cre-
ate an Amazon-operated online store easily and without
any programming knowledge. Amazon.com then sup-
ports these merchants by providing new tools for their
Web site, offering access to Amazon.com’s catalog of
products, and handling al payments and payment secu-
rity through its Web Services. Amazon.com can also
“nick, pack and ship the products to the merchant’s
customers anytime and to any place” through its
Fulfillment by Amazon (FBA). This easentlally creates a
virtual store for the third-party merchants with low risk
and no additional cost.

One key to Amazon.com’s success in all these differ-
ent ventures was a willingness to invest in the latest
internet technology to make shopping online faster, eas-
ier, and more personally rewarding for its customers and
third-party merchants. The company continues o invast
in technology, is focused on the long-term, and has suc-
cessfully positioned itself as a technology company with
its wide range of Amazon Web Sarvices. This growing
collection of infrastructure services meets the retailing
needs of companies of virtually all sizes.

From the beginning, Bezos stated that even though
he started as an online bookstore, he eventually wanted
to sell everything through Amazon.com. Now, with more
than 600 million annual visitors, the company continues 1o
get closer to that goal with revolutionary products like the
Kindle and cloud computing Web services.
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Marketing Excellence additional freight, and handling. At the warehouse, s

=»>Costco

ally provide our members with qu
at the lowest possible prices.” With nearly 60 milfion card-
carrying members and over %71 billion in sales, Costco is
now the largest warehouse ciib chain in the United
States, the third largest retailer in the United States, and
the ninih largest retailer in the world. Costco’s success
comes from years of building congumer foyalty through its
dedicated merchandising and pricing strategy combined
with no-frilis, cost-cutting policies.

Costco's merchandising strategy focuses on offering
a broad range of brand name and private label merchan-
dise at extremely low prices. But unlike a grocery store
that carries 40,000 SKUs or a Waimart that can carty up
to 150,000, Costco carries apprpximately 4,000 SKUs~—
only the fastest-selling flavors, sizes, models, and colors
from & single vendor in each category. This efficient prod-
uct sourcing results in several olitcomes: high volume of
sales, rapid inventory turnover, extremely low prices, and
better product manageability.

Costco buys its merchandisg directly from the manu-
facturer. Products are shipped directly 1o Costco ware-
houses or to a depot, which reallocates the shipments to
Costoo warehouses within 24 Rours. This process elimi-
nates several steps such as using a distributor and other
intermediaries, eliminating costs| associated with storage,

ments are often taken directly to the floor, unwrapps:
and left on the pallet, ready to sell.

Qver the years, Costco has expanded its produs
and senvices from simple boxed items such as cereal &
paper products to more complex iterns such as fresh &=
duce and flowers, which must be displayed aitractiv
and managed more closely. Today, it sells dairy, b
goods, seafood, clothing, hooks, computer softwe:
vacuums, home appliances, electronics, jewelry, tires
wine, liquor, hot tubs, and furniture. Costco's senvices
clude pharmacies, optametrists, photo processors, G
courts, and gas stations. The company'’s private &g
Kirkland Signature, provides consumers witht high-quz#
products at even more discounted prices than the ¢
parable branded item. Kirkland Signature products ra
from diapers to bed sheets to coffee and makeup.

Of the 4,000 products sold, 3,000 are staples, fct
at Costco week after week, while the remaining 1.4
rotate as part of Costco’s “treasure hunt.” These s
#tems are offered only temporarily and can be as exctt
Coach bags, Waterford crystal, and expensive je
Costco believes its freasure hunt items create exciter
and increase consurmer loyalty, bringing back bar
hunters again and again.

Costco’s pricing strategy is transparent: The
pany limits the markup of any branded item to 14 peross
and any private-tabel item to 15 percent. [Supermarkzk
and department stores mark up items anywhere
25 percent to 50 percent.} If a manufacturer’s price is
high, the company will not restock the item. Co
CEO, Jim Sinegal, explained, "The traditional retailer
say: ‘I'm selling this for $10. I wonder whether | can
$10.50 or $11." We say: ‘We're selling it for $9. How
we get it down to $8?""

Costco's cost savings tactics extend to its 560+
house locations around the world. Most average 14
square feet with floor plans designed to optimize
space, the handling of merchandise, and the contral o
ventory. Decar is simple: concrete floors, bare-bones sigrs
and product displays that consist of pallets right o
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Despite its unprecedsnted success over the years,
Coke is not perfect. In 1985, in perhaps the worst product
launch ever, Coca-Cola introduced New Coke—a swester
concoction of the original secret| formula. Gonsumers
instantly rejected it and sales plummeted. Three months
later, Coca-Cola retracted New Coke and relaunched the
original formula under the name Coga-Cola Classic, to the
delight of customers everywherg. Then-CEO Raberto
Goizueta stated, “The simple fact |s that ali the time and
money and skill poured into congumer research on the
new Coca-Cola could not measuretor reveal the deep and
abiding emotional attachment to orjginal Coca-Cola felt by
80 many people.”

Coca-Cola’s success at marksting a product on such
a global, massive scale is unique. No other product is 80
universally available, universally acgepted, and universally
loved. As the company continue$ to grow, it seeks out
new ways to better connact with|even more individuals.

Referring to itself as a “Happiness Factory,” it Is optimistic |
that it will succeed. :

Questions

1. What does Coca-Cola stand for? Is it the same for -
everyone? Explain. s

o Coca-Cola has successfully marketed to billions of .
people around the world. Why is it so successful?

3. Can Pepst or any other company ever surpass Coca-
Cola? Why or why not? What are Coca-Cola’s greatest
risks?

Sources: Natalls Zmuda, "Coca-Cola Lays Qut Its Vision for the Future at 2010 Meeting.”
Advertising Age, November 22, 2009; Natslie Zmuda, “Cake's 'Open Happiness' Keeps It Simple
for Global Audience,” Adveriising Ags, January 21, 2009; John Greenwald, “WIi Teens Buy lep*
Tima, June 24, 2001; "Coca-Cola Stil Viewed as Most Valuable Brand.* USA Today, September 18,
2008; Edward Rothstein, "Ingredients: Carbonated Water, High-Fructose Cominess. .."

New York Times, July 30, 2007; Brad Cook, *Coca-Gola: A Classic,” Brandchianne, Dacamber 2,
2002; Coca-Cola, Annual Reper.
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>>Gillette

Gilette knows men. Not only dogs the company under-
stand what products men desire for their grooming
needs, it also knows how to market to men all around the
world. Since the invention of the|safety razor by King C.
Gillette in 1901, Gillette has had a number of break-
through product innovations. These include the first twin-
blade shaving system in 1971 ngmed the Trac Il, a razor
with a pivoting head in 1977 called the Atra, and the first
razor with spring-mounted twin plades In 1989 dubbed
the Sensor. In 1998, Gillette intfoduced the first triple-
biade system, Mach3, which became a billion-doltar
brand surpassed only by the 20086 launch of the “best

shave on the planet”—the six-bladed Fusion, with five
blades in the front for regular shaving and one in the back
for trimming.

Today, Gillette holds a commanding lead in the
shaving and razor business with a 70 percent global
market share and $7.5 billion in annual sales. Six hun-
dred million men use a Gillette product every day, and
the Fusion razor accounts for 45 percent of the men's
razors sold in the United States, Gillette’s mass appeal is
a result of several factors, including extensive consumer
research, quality product innovations, and successfu!
mass communications.

While Gillette’s product launches have improved
male grooming, it’s the company’s impressive marketing
knowledge and campaigns that have helped it reach
this international level of success. Traditionally, Gillette
uses one global marketing message rather than individ-
ual targeted messages for each country or region. This
message is backed by a wide spectrum of advertising
support, including athletic sponsorships, television
campaigns, in-store promotions, print ads, online ad-
vertising, and direct marketing.

Gillette's most recent global marketing effort, “The
Moment,” launched in 2009, is an extension of its wel-
recognized campaign, “The Best a Man Can Get.” The
campaign features everyday men as well as the Gillette
Champicns —baseball star Derek Jeter, tennis cham-
pion Roger Federer, and soccer great Thierry Henry—
experiencing moments of doubt and Gillette’s grooming
products helping them gain confidence. The campaign
was designed to help Gillette expand beyond razors
and shaving and increase sales of its entire line o
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grooming products. The massive marketing effort
launched around the globe and includpd television,
print, online, and point-of-sale advertising|
Another crucial element in Gillette's marketing strat-
egy is sports marketing. Gillette’s natural fit with baseball
and tradition has helped the company connect emotion-
ally with its core audience, and its sponsorghip with Major
League Baseball dates to 1939, Tim Brgsnan, EVP for
Major League Baseball, explained, "Giliette Is a sports
marketing pioneer that paved the way fqr modern day
sports sponsorship and endorsements.” Glilette ads have
featured baseball heroes such as Hank Aaron, Mickey
Mantie, and Honus Wagner from as early gs 1910.
Gillatte also has ties to football. The carppany sponsors
Gillstte Stadium, home of the New England|Patriots, and is
a corporate sponsor of the NFL, making four of its products,
Gillette, Old Spice, Head & Shoulders, and Rebreze, “Official
Locker Room Products of the NFL." Gillette’s partnership
includes sweepstakes to win NFL game tickets, Web site
promotions, and ties to the NFL, such as the presence of
some NFL players in its commercials. Glilette also sponsors
several NASCAR races and drivers and thg UK Tri-Nations
| rugby tournament. |t even created a Zambaeni at the Boston
Bruins game that looked like a huge Fusion razor shaving
the ice.
While sports marketing is a critigal element of
Gillette’s marketing strategy, the brand aims to reach all
men and therefore aligns itself with musicians, video

games, and movies—in one James Bond film, Qoldfinger,
a Gilletie razor contained a homing device.

When Procter & Gambile acquired Gillette in 2005 for
$57 billion (a record five times sales), it aimed for more
than sales and profit. P&G, an expert on marketing to
women, wanted to learn about marksting to men on a
global scale, and no one tops Gillette.

Questions

1. Gillette has successfully convinced the world that
*more is better” in terms of number of blades and
other razor features. Why has that worked in the
past? What's next?

2. Some of Gillette’s spokespeople such as Tiger
Woods have run into controversy after becoming en-
dorsers for the brand. Does this hurt Gillette’s brand
aquity or marketing message? Explain.

3. Can Gillette ever bacome as successful at marketing
to women? Why or why not?

Sources: Gilstte press relaass, "Gillsiie Launches New Global Brand Marketing Campaign,”

July T, 2009; Major Leagus Baseball press release, "Major League Raseball Announces Extension
of Historic Sponsorstip with Gifletie Dating Back to 1938, April 16, 2009; Gillatte, 2009 Anpual
Aaport; Jeremny Mutiman and Rich Thomaselh, “Why Tiger [s St the Best Gillatte Can Get,”
Advartising Age, Decemnber 7, 2009; Loulse Story, *Procter and Gillette Laam from Each Other’s
Marketing Ways," New York Times, Apeil 12, 2007; Dan Beucke, *A Blada Too Far,” BusiessWeek,
August 14, 2006; Jenn Abelson, “Art Then There Wera Five,” Boston Globe, September 15, 2005;
Jack Neff, “Six-Blade Blitz* Advertising Age, September 19, 2008, pp. 3, 53; Editorial, "Gilistie
Spends Smart on Fuson,” Advertising Age, September 26, 2005, p. 24,
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Summary

1. The modern marketing department has evolved through
the years from a simple sales department to an organi-

zational structure where marketers work mainly on-

cross-disciplinary feams.

2. Some companies are organized by functional special-
ization; others focus on geography and regionalization,
product and brand managemeni, or market-segment
management. Some companieg establish a matrix
organization consisting of both |product and market
managers.

3, Effective modern marketing organizations are marked by
customer focus within and strong cooperation among
marketing, R&D, engineering, purchasing, manufacturing,
operations, finance, accounting, and credit.

4, Companies must practice social [responsibility through

their legal, ethical, and social wordls and actions. Cause
marketing can be a means for companies to productively

5. A briliant strategic marketing plan counts for little unless
implemented properly, including recognizing and diag-
nosing a problem, assessing where the problem exists,
and evaluating results.

8. The marketing department must monitor and contro!
marketing activities continuously. Marketing plan control
ensures the company achieves the sales, profits, and -
other goals in its annual plan. The main tools are sales -

analysis, market share analysis, marketing expense-to- .

sales analysis, and financial analysis of the marketing plan.
Profitability control measures and controls the profitability
of products, territories, customer groups, trade channels, -
and order sizes. Efficiency control finds ways to increase

the efficiency of the sales force, advertising, sales pro-
motion, and distribution. Strategic control periodically -
reassesses the company’s strategic approach to the -
marketplace using marketing effectiveness and market- -
ing excellence reviews, as well as marketing audits.

5 fink social responsibility to consumar markesting programs.
Social marketing is done by a nongrofit or government or-
ganization to directly address a sopial problem or cause.

7. Achieving marketing excellence in the future will require
a new set of skills and competencies.

Applications

Marketing Debate
Is Marketing Managemerjt an Art

or a Science?
Some observers maintain that good marketing is maostly an
art and does not lend itself to rigorous analysis and deliber-
ation. Others contend it is a highly dis¢iplined enterprise that
shares much with other business disgiplines.

Take a poszitlon: Marketing management is largely an
artistic exercise and therefore highly subjective versus
Marketing management is largely|a scientific exercise
with well-established guidelines and criteria.

Marketing Discussion
Cause Marketing

How does cause or corporate societal marketing affect your
personal consumer behavior? Do you ever buy or not buy
any products or services from a company because of its en-
vironmental policies or programs? Why or why not?

Excellence and had an epiphany: “There was nothing like this in Amer-
ica. It was an extension of people’s front porch. It was an
emotional experience.” To bring this concept to the United

>>Starbucks 0 J b

Starbucks opened in Seattie in 1971
consumption in the United States h4
decade and rival brands used cheape
pete an price. Starbucks's founders
with a new concept: a store that wq
imported coffee beans and coffee-br
original store didn't sell coffes by the

Howard Schultz came to Starb
Milan on business, he had walked in

at atime when coffes
it been declining for a
r coffee beans to com-

Hecided to experiment
ld sell only the fingst
Ewing equipment. (The

cup, only beans.)

Licks in 1982, While in
to an italian coffes bar

States, Schultz set abouit creating an environment for Star-
bucks coffeehouses that would reflect ltalian elegance
melded with U.S. informality. He envisioned Starbucks as
a “personal freat” for its customers, a "Third Place"—a
comfortable, sociable gathering spot bridging the work-
place and homse.

Starbucks’s expansion throughout the United States
was carefully planned. All storas were company-owned and
operated, ensuring complete control over an unparalleled
image of quality. In & “hub” strategy, coffeehouses entered a
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store’s sales by introducing a store nearby, any d
enue was offset by efficiencies in marketing and distribution
costs, and the enhanced image of convenience; A typical
. customer would stop by Starbucks 18 times a month. No
- U.S. retaller has had a higher frequency of customer visits.
Part of Starbucks’s success undoubtedly lies n its prod-
: ucts and services, and its relentless commitment to provid-
* ing the richest possible sensory experiences. B ancther
. key is its enlightened sense of responsibility, man estedina
number of different ways. Schultz believed that fto exceed
customers’ expectations it is first necessary to exceed em-
pioyees’. Since 1980, Starbucks has provided cgmprehen-
sive health care to all employees, including part-timers.
Health insurance now costs the company more|each year
nan coffes. A stock option plan called Bean Stpck allows
smployees also to participate in its financial sucgess.
Schultz also believed Starbucks's operatigns should
nin in a respectiul, ethical manner, making decjsions with
- a positive impact on communities and the plan

Community: The Starbucks Foundation, created |
- reocseds from the sale of Schultz’s book, aims to “create
Fope. discoveny, and opportunity in communities where Star-
mucks panrers iempioyees] iive and work.” its primary focus
nssinthe
i donated
PN udiin =y
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donated 5 cents from every sale of its Ethos bottled water
to improving the guality of water in poor countries, part of
a five-year, $10 milfion pledge.

Ethical Sourcing: Starbucks has parinered with Conserva-
tion International to ensure that coffee it purchases is not
onty of the highest quality but also “responsibly grown and
ethically traded.” Starbucks is the world's biggest buyer of
fair-trade coffee and pays an average of 23 percent above
market price for 40 million pounds a year. it works contin-
uously with farmers on responsible methods such as plant-
ing trees along rivers and using shade-growing techniques
to help preserve forests.

The Environment: It took Starbucks 10 years of develop-
ment to create the world’s first recycled beverage cup
made of 10 percent postconsumer fiber, conserving 5 mil-
lion pounds of paper or approximately 78,000 trees a year,
Now the team is working to ensure that customers recycle.
Jim Hanna, Starbucks'’s director of environmental impact,
explained, “{Starbucks] defines a recyclable cup not by what
the cup is made out of but by our customers actually hav-
ing access to recycling services.” Starbucks's goal: make
100 percent of its cups recycled or reused by 2015, The
firm also emphasizes energy and water conservation and
building green, LEED-certified buildings around the world.
Howard Schultz stepped down as CEO in 2000 but
returned as CEO, president, and chairman in 2008 to help
restore growth and excitement to the powerhouse chain.
Today, Starbucks has over 16,700 stores worldwide,
approximately 142,000 employees, $9.8 billion in revenue,
and plans to expand worldwide, To achieve its international
growth goals, Schultz believes Starbucks must retain a
passion for coffee and a sense of humanity, to remain small
even as it gets big, and to be a responsible company.

Questions

1. Starbucks has worked hard to act ethically and re-
sponsibly. Has it done a good job communicating its
efforts to consumers? Do consumers believe Star-
bucks is a responsible company? Why or why not?

Where doss a company like Starbucks draw the line on
supporting soclally responsible programs? For example,
how much of its annuai budget should go toward these
programs? How much time should employees focus on
#am? Which programs should it support?

Hird results of Starbucks’s so-
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