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The Marketing Learning Outcomes

Environment

Chapter 4

i Discuss the external environment of

,,,,,,, marketing, and explain how it affects a firm

: Describe the social factors that affect
t_-___ marketing

- Explain the importance to marketing
i managers of current demographic trends

"1 Explain the importance to marketing
i managers of growing ethnic markets
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Learning Outcomes The External
Marketing Environment

=z Identify consumer and marketer reactions to
il the state of the economy

7 Identify the impact of technology on a firm

Discuss the external

=71 Discuss the political and legal environment environment of marketing,
5 of marketing and explain how it affects a
-------- firm

8" Explain the basics of foreign and domestic
bl competition
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Understanding the External
Target Market . &
Environment
Unless marketing managers understand
A defined group most likely to buy a the external environment, the firm cannot
product intelligently plan for the future.

* Changes as consumers age

Environmental Management
* External elements change /s... when a company implements
consumers’ desires strategies that attempt to shape the
external environment within which it
operates.
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Social Factors

Values

Social Factors

Describe the social factors

that affect marketing -

. Social change is perhaps the most difficult external variable for marketing
managers to forecast, influence, or integrate into marketing plans.

Social factors influence the products people buy, the price paid, the
effectiveness of specific promotions, and how, where, and when people
I_ 02 expect to purchase products.

[




Chapter 4 The Marketing Environment

American Values

Core American
Values

Outside influences and events
can effect personal values.

Emerging Trends

Work Ethic

The Influence of
Values on Buying Habits

Ranked Characteristics of Product Quality
Reliability

Easy maintenance

Trusted brand name
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. The Role of Social Media in
Component Lifestyles Communication
The practice of choosing goods Social networking has changed the
and services that meet one’s game when it comes to opinion
di d dint t sharing. Now, consumers can reach
Iverse needs and Interests many people at once with their
rather than conforming to a views—and can respond to brands
single, traditional lifestyle. and events in real time.
Today’s consumers want multifunctional Teenagers and young adults are
products more likely to view social networks
No longer defined only by occupation as a valuable source of information.
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A starting point for a firm using social
media is to monitor what is being said

‘ ‘l How Firms Use Social Media
about the brand.

In addition to monitoring, the firm must
respond to both positive and negative
buzz about the company or brand.

Social media can also be used to
amplify a promotional campaign by
inviting consumers to join the
conversation about a brand.

Demographic Factors

Explain the importance
to marketing managers of
current demographic trends

2
|_O © 2015 Cengage Learning Inc. All Rights Reserved 13
Demographic Factors Tweens
Pre- and early adolescents, age
People are the basis for any market eight to twelve
» Demographic characteristics relate Population of 20 million
to buyer behavior

» Demographic cohorts have their own
needs, values, and consumption
patterns.

earning Inc. All Rights Reserved 15

Directly spend about $30 billion
annually

Parents spend $180 billion on
tweens annually

Respond very favorably to having
control over their own experiences

d

© 2015 Cengage Learning Inc. All Rights Reserved 16




Chapter 4 The Marketing Environment

Teens

Population of about 25 million

95 percent of U.S. Teens are on
the Internet

View shopping as a social sport

75 percent of teens are into social
networking

On average, just over $156 is
spent on or by every American teen
each week

Generation Y

Born between 1979 and 1994
Surpassed population of baby boomers

Two Stages: 1) Those born in 1994 fit
closer to the Teen cohort. 2) Those born
in 1979 have established careers and
started families.

Purchasing power of $200 billion
annually

3 3
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Generation X Baby Boomers
Born between 1965 and 1978 Born between 1946 and 1964
Population of 50 million Boomers are carrying substantial
Independent, resilient, adaptable, fm.anual'burdens., including their
; . children’s educations, mortgages, and
cautious, and skeptical
health care
Gen Xers face a 59 percent decline in -
net worth from 2005 to 2010 Boomers spend $1.8 trillion annually
on food, cars, personal care, and other
Xers spend 62 percent more on housing, personal products
50 percent more on apparel, and 27 -
P PP . Boomers are willing to change brands
percent more on entertainment )
3 3 and try new things
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Growing Ethnic Markets

The United States Hispanic consumer
market is now larger than all but 13 world
economies

““I Growing Ethnic Markets

African American buying power increased

Explain the importance to 73 percent between 2000 and 2012
marketing managers of
growing ethnic markets

Asian American buying power increased
165 percent between 2000 and 2012
About one in three U.S. residents is a
member of a minority group ‘

The United States will flip to majority-
LO4 minority completely in 2041

© 2015 Cengage Learning Inc. All Rights Reserved

= The term Hispanic encompasses people

of many different backgrounds * 47 percent of African Americans

are between 18 and 49 years old

Marketing to Marketing to
Hispanic Americans African Americans

= Nearly 60 percent of Hispanics are of ) .
Mexican descent *  More firms are creating products

for the African American market

= The diversity of the Hispanic population

and the language differences create many * In 2012, there were 2.8 million
challenges for those trying to target this African Americans earning more
market than $75,000 annually

= Hispanics, especially recent immigrants,

often prefer products from their native

4 count
L0 v
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Marketing to
Asian Americans

The Asian American population is the
fastest growing among minority groups

It quadrupled to about 17 million between
1980 and 2012

Although Asian Americans embrace the
values of the larger U.S. population, they
also hold on to the cultural values of their
particular subgroup

Asian Americans like to shop at stores
owned and managed by other Asian
Americans
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Economic Factors

Identify consumer and
marketer reactions to the
state of the economy

Economic Factors

Consumers’
Income

Inflation
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Consumers’ Incomes

- Median U.S. household income

in 2012 was approximately $50,000

- Average family incomes, when

adjusted for inflation, fell around
eight percent between 2007 and
2011

- Education is the primary

determinant of earning potential
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Purchasing Power is...

measured by comparing
income to the relative cost of a
standard set of goods and
services in different geographic
areas, usually referred to as

the cost of living. “H

”“ Inflation is...

a measure of the decrease in the
value of money, expressed as
the percentage reduction in
value since the previous year.
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A recession is...

a period of economic activity
characterized by negative growth,
which reduces demand for goods
and services.

Technological Factors

Identify the impact of
technology on a firm
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Research Stimulating Innovation
Pure research that aims to Build scenarios
oleammorssbouta ~ EnlisttheWeb

Basic Research o |earn more about a
concept phenomenon. Talk to early adopters

Create an innovative environment
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iti Political and Legal Fact
Political and Legal Factors ofitical and Legal Factors

Laws and Regulations Protect:

* New technology

* Society
Discuss the political and « Busi
legal environment usinesses
of marketing ¢ Consumers
L0’
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Federal Legislation

State Laws

+ Legislation that affects marketing
varies state by state. For example:

- Oregon limits utility advertising to 0.5
percent of net income

- California has enacted legislation to
lower the energy consumption of
refrigerators, freezers, and air
conditioners

- California and North Carolina, are
considering a tax on all in-state
commercial advertising

7 7
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Consumer Privacy

* CAN-SPAM Act
* Regulates unsolicited email advertising
* Children’s Online Privacy Protection
Act Rule

Despite federal efforts, online tracking is
on a tear. A vast amount of personal data
is collected through apps.
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Competitive Factors

Explain the basics
of foreign and domestic
competition

&

Competitive Factors
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¢ Firms must work

Competitive Factors

Market Share
and Profits

Global Competition

* More foreign firms

e are entering U.S.
harder to maintain market.

profits and market

share. L .
* Foreign firmsin

U.S. now compete
on product quality.
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GaGa’s Inc.

GaGa’s Inc. produces a frozen dessert
called Sherbetter in a variety of flavors.
GaGa’s is very small product line and
Jim King, the founder and CEO,
discusses the challenges his company
faces in their product category. He also
reveals other environmental challenges
to his product.

CLICKTOPLAY  Beyond
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