Chapter 1 Notes
· This chapter focuses on 1. Defining marketing, 2. Marketing process
· Successful companies are focused on marketing – they share a passion for satisfying customer needs in respective target markets
· Customer Relationships are very important in todays economy
What is marketing?
· Deals with customers
· Marketing: is managing profitable customer relationships
· The second goal is to attract new customers – by promising superior value and satisfaction
· Sound marketing is critical to success of every organization
· Marketing is all around us
· Marketers want to become a part of ones life – To help one live the brand
· Behind marketing is massive network of people and activities
Marketing Defined
· Marketing is more than just selling and advertising: it’s a way of satisfying customer needs
· Selling and advertising are only part of a larger “marketing mix”
· Tools are used to satisfy customer needs and build customer relationships
· Marketing is a social and managerial process for organizations to obtain what they need and want from others
· Marketing: Marketing involves building profitable, value earning customer relationships: to Build strong customer relationships in order to capture value from customers in return 
The Marketing Process
· A five step model
1. Understand marketplace and customer needs
2. Design a customer driven market strategy
3. Create marketing program to deliver value
4. Build profitable relationships 
5. Capture value from customer (to create profits and customer equity)

· First four steps build value for customers; the final step captures value from customers. 

Understanding the Marketplace and customer needs

1. Needs, wants and demands
· The most basic concept underlying marketing is human needs
· Physical needs - food, clothing, warmth, safety
· Social needs – belonging, affection 
· Individual needs – self expression
· Wants are the form human needs, shaped by culture and individual personality 
· One NEEDS breakfast but WANTS and large coffee
· When backed by buying power wants  demands
· Marketers do this through research
2. Market offerings
· Combination of products, sevices, information or experiences to satisfy needs or wants
· Also include persons, places organizations, information and ideas. 
· Marketing Myopia: Where sellers focus on specific products, rather than benefits and experiences from these products  they lose sight of underlying customer needs because they are so amazed by their product. Only focus on current customer needs
· Smart marketers focus on attributes such as Brand experiences. 
3. Value and satisfaction
· Lots of products
· Customer has perceived satisfaction 
· Satisfied customers will buy again if they have good experience
· Marketers must be careful in giving the right amount of expectation. If set too low it wont attract customers. If set too high  customer will be disappointed 
· This step is key to building and managing customer relationships
4. Exchanges and relationships 
· Exchange: the act of obtaining a desired object from someone by offering something in return
· Companies want to grow, and marketers must maintain customer relations and built new ones
5. Markets
· A market is a set of all actual and potential buyers of a product
· Marketing means managing markets to bring about profitable customer relationships
· Buyers carry on marketing as well. Consumers do marketing by purchasing the product
· Marketing involves serving a market of final consumers vs competitors.
· Research must be done in order to interact with consumers
·  Different groups add value to the system. Final consumers make a difference in whether or not the marketing is successful
Designing a customer-driven marketing strategy 

· Marketing management (the art and science of building profitable relationships) must design a customer driven marketing strategy. 
· The marketing managers aim to attract grow and keep target customers by creating customer value
Selecting customers to serve
· The company must first segment customers – market segmentation: then “attack” the target market
· Marketing cannot serve all customers, thus they want to serve the target market in the best way possible
· Marketing management is 1. Customer management 2. Demand management 
Choosing a value proposition
· How to target customers – how to differentiate and position itself in the market place are questions marketing management deals with
· Value proposition: benefits or values it promises to delver
· Value proposition differentiates one brand from another 
Marketing management orientations
· Marketing management wants to design strategies to build profitable relationships to TARGET customers
· Five concepts (alternative) of marketing strategies
6. Production concept – consumers will favor products that are available and highly affordable. 
7. Product concept – customers will favor products that offer the most in quality, performance and innovative features. 
8. Selling concept – customers will not buy enough of the firms products unless the company undertakes a large-scale selling and promotion effort. – Aggressive selling leads to high risks
· Factory  existing products  selling and promoting  profits through sales volume
9. Marketing concept – achieving organizational goals depends on knowing the needs and wants of target market and delivering the desired satisfactions better than competitors do.  Leading to paths of sales and profits
· Market  customer needs  integrated marketing  profits through customer satisfaction
· Figure 1.3 for details between selling and marketing concept
· Marketing concept takes an outside-in perspective
· This method is often simple, responding to obvious customer needs and desires 
10. Societal marketing concept -  questions whether the pure marketing concept overlooks possible conflicts between consumers short run wants and consumer long run welfare. 
· This method improve both customer and society’s needs 
· Calls for sustainable marketing – socially and environmentally responsible marketing
Preparing an integrated marketing plan and program 
· Marketing strategy outlines which customers the company will serve and how it will create value for these customers
· The market develops an integrated marketing program to grasp value from target customers
· Marketing program builds customer relationships and transforms marketing strategy into action. 
· The marketing mix is  a set of tools to implement the marketing strategy
· The major marketing mix is the Four P’s: product, price, place and promotion
Building customer relationships
· The first three steps in the marketing process
11. Understanding the marketplace
12. Designing customer driven market strategy
13. Constructing marketing programs
Customer Relationship management 
· Customer relationship management is the most important marketing technique
· Called CRM
· It involves managing detailed information about individual customers and carefully managing customer “touchpoints” –points that build customer loyalty
· In essence, its building profitable customer relationships by delivering customer value and satisfaction
Customer Value 
· Customer value and satisfaction are building blocks to superior customer relations
· Satisfied customers= loyal customers
· This concept is used to attract and retain customers 
· Customer perceived value – the customers evaluation of difference between all the benefits vs costs, relative to those of competition 
· Customers act on perceived bias value
Customer satisfaction 
· Depends on the products perceived performance relative to a buyers expectations. 
· If performance > expectations = high satisfaction
· Performance < expectation = low satisfaction
· Higher satisfaction lead to higher loyalty 
· Purpose of marketing is to generate customer value profitability 
The changing nature of customer relationships
· Big companies focus on mass marketing to direct and deeper lasting relationships 
Relating with more carefully selected customers
· Marketers realize that not all customers should have a relationship with the firm
· Not all customers are profitable
· Marketers focus on the profitable customers
· Dismiss less profitable customers and attract new profitable customers is the task
· Customers are being related to on a deeper level. 
· Tech such as twitter allow a two-way customer relationships
· Customer managed relationships: marketing relationships in which customers interact with companies to shape their relationships using technology
· The technique is build on attraction not intrusion 
· Consumer generated marketing is brand exchanged created by consumers, to increase the role in shaping the brand experience. Done through customer videos, website, reviews etc..
Partner relationship Management
· In addition to customer relationship management, partner relationship management – which is to work with other companies and internal departments to increase customer value 
· Departments must work together as a team to deliver value to the end user
Marketing Partners outside the firm
· Changes are also occurring in how marketers connect with suppliers, channel partners even competitors 
· Supply chain management is to strengthen the connection with partners. 
· They must work together to improve quality 
· Supply chain management works together with all channels and builds relationships with them to ease the flow of product reaching the market
Capturing value from customers
· The marketing process outline in figure 1.1 in the textbook involves building customer relationships by creating customer value
· The final step is the return of value from customers  highly satisfied, loyal customers that is
· Good customer relationship management creates customer satisfaction  leading to loyalty and favorable gossip 
· This function is very sensitive to customer loyalty 
· When economy is in the dirt, customer loyalty and retention are crucial for business. Less spending is obvious and customers must be happy with your product in order to spend on the product 
· Customer lifetime value: the entire stream of purchases that customer would make over lifetime loyalty from customers
· Customer lifetime value is not about losing one sale, its about losing an entire stream of purchases from that customer of a lifetime 
Growing share of customer 
· To increase share of customers, firms can offer greater variety to existing customers 
Building customer Equity 
· The value return from customers is very important in the long- run view of the company 
· Customer equity is the total combined customer lifetime values of all of the company’s current and potential customers. 
· More loyalty leads to higher profits and higher customer equity. 
· Customer should be viewed as assets, and must be managed in order to be maximized 
· There are 4 different types of customer relationships 
1. Butterflies – Good fit between company’s offerings and customers needs, high profit potential, short term loyalty 
2. True Friends – Good fit, highest profit potential, Long term loyalty 
3. Strangers – Little fit, Lowest profit potential, short term loyalty 
4. Barnacles – Limited fit, Low profit, long term loyalty 
· The key is to build good relationships with the right customers. 
The Changing Marketing Landscape
· There are major changes and forces that make it difficult for corporations to adapt to. 
· This challenges the marketing strategy 
1. Uncertain economic environment 
· Rising unemployment, and economic meltdowns make it difficult for marketing strategies to cope with customers 
· People rethinking spending
· Cutting marketing budgets make the organization tougher to break through to customers
· Such troubled economy can be threatening and well as opportunistic. McDonalds – cheap food vs Starbucks – expensive drinks
2. Digital age
· An exciting new way to market 
· Allows customers to diversify and find out new things about more products in less time
· Lots of communication and information 
3. Rapid globalization
· Customer relationship management is on a global basis because operations are growing
· It allows opportunities for organizations to improve customer potential as well as new opportunities to cut costs and increase profit 
4. Ethics and social responsibility
· Being ethical when marketing – advertising the product in an honest way and in a way that is harmless to society 
· Budget restriction disable such actions
5. Growth for not-for-profit marketing. 
· Universities, hospitals have marketing detours to attract membership support

· Marketing is about building profitable relationships by creating value to customers, and in order to capture value from them in return
· The fours steps of marketing process focus on creating customer value
· Company must gain full understanding of marketplace
· Once marketing strategy is set, the company integrates it with other programs such as the blend of four P’s to transform marketing strategy in action (customer value)
· Promotion programs are used to communicate with customers 
· The most important step is marketing process is building relationships with targeted profitable customers 
· [bookmark: _GoBack]The customer relationship building leads to a feedback effect of receiving value from customers 
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