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Chapter 1
Marketing: managing profitable customer relationships.
Process by which companies create value for customers and build strong customer relationships in order to capture value from customers in return

Understanding customer needs: develop products that provide superior customer value and prices; distribute and promote them effectively and ethically. 

Create value FOR customers and build customer relationships  capture value FROM customers in return (profits)

5 core customer and marketplace concepts (step 1)
1. Needs: physical, social (belonging and affection), individual needs (knowledge and self-expression) 
     Wants: needs shaped by culture and personality
     Demands: wants that are backed up by power
2. Market offerings: combination of products, services, information and experiences. Sellers suffer from marketing myopia when they pay more attention to the products they’re selling than to the benefits that they produce.
3. Customer value and satisfaction: set the right level of satisfaction to attract more customers
4. Exchanges and relationships: keep current customers and grow
5. Markets: set of all actual and potential buyers of a product or service. Companies research the market and interact with consumers to understand their needs, then they create and send their market offerings to them (directly or through marketing intermediaries).  A company’s success is not only determined by its own action but also on how well the entire system fulfills the needs of customers. 
Ex: Walmart cannot sell their prices low if the suppliers do not provide merchandise at low costs.

Designing a customer-driven marketing strategy
Marketing management: art and science of choosing target markets and building profitable relationships with them. Goal: find, attract, keep and grow target customers by creating and developing superior customer value. 
What’s our target market? How can we serve these customers best? (Choosing a value proposition)

To find who to serve: market segmentation, target marketing (which segments it will go after). 
To choose value proposition: how it will differentiate from other brands (benefits and values it promises to deliver)

5 concepts of marketing strategies:
Production: improve production and distribution since customers favor products that are affordable and available. 
Product: quality, performance and innovative features
Selling: consumers will not buy without promotion  
Marketing: know the needs and wants of customers. Customer-driven: companies that know the desires and needs. Customer-driving: know desires and needs better than customers themselves.
Societal marketing: consider wants and desires of customers and company’s requirements but also consumers and society’s long-run interests. Balance between society, company and consumers. 

Develop integrated marketing program
Transform the marketing strategy into action 
Create program that will actually deliver the intended value to customers 
4 Ps: product, price, place and promotion = mix of all= integrated plan

Building customer relationships
Most important step: create customer value and satisfaction
Customer value: Customers usually act on perceived value (how they evaluate the difference between benefits and costs of different products). Customers value different things, ex: some like cheap prices, some like to pay more to get more
Customer satisfaction: depends on the product’s perceived performance in relation to the buyer’s expectations. 

Some consumers offer frequency-marketing programs (reward customers who buy a lot). Others offer club marketing programs (offer members special benefits and create member opportunities that others do not have)

Two-way customer relationships: 
New technologies are helpful for marketers to create deeper customer relationship. However, it can also create challenges. Consumers have more power and control as they can now easily gain information on their brands. Marketers must practice marketing by attraction by creating market offerings, promotions and messages. 
Ex: online social networks are used to post their latest ads, communicate with customers and create relevant contests and activities. 

Customer-managed relationships: marketing relationships in which customers interact with companies and each other. 

Consumer-generated marketing: brand exchanges created by consumers who play a role in shaping their own brand experiences and those of others. 
Ex: blogs, video-sharing sites, forums

Companies can ask for their suggestions and opinions or for them to share their ads. Customers share their views on a company’s products, design, usage, packaging, pricing and distribution.  However, it can costly and time-consuming. 

Partner relationship management

Working closely with partners in other company departments and outside the company to bring more value to customers. 

Inside: every functional area can interact with customers, especially electronically. All departments should understand marketing and be customer focused. Firms are linking all departments to create customer value. 

Outside: Through supply chain management, many companies create stronger relationships with partners all along the supply chain, including distributors, retailers, suppliers, channel partners and competitors. Success at building customer relationships depends on how well their entire supply chain functions. 


Capturing value from customers 

Good customer relationship can: 
Create customer loyalty and retention: delighted customers are loyal and always satisfied. They buy more and spread the word to others. It creates an emotional relationship with a brand, not just rational preference. 
 Customer lifetime value: value of all purchases that the customer would make over a lifetime of patronage. 

Grow share of customer: 
Share of customer: portion of the customer’s purchasing that a company gets in its product categories. Ex: increase share of wallets (banks), share of stomach (restaurants)
To increase share of customer, firms can offer more variety to current customers or create programs to up-sell and cross-sell. 
Ex: Amazon recommends similar products that might interest customers according to what they bought before.

Build customer equity: total combined customer lifetime values of all of the company’s current and potential customers. It’s a measure of the future value of the company’s customer base. 
The more loyal the firm’s profitable customers, the higher the customer equity. 

Build the right relationships with the right customers: 
4 relationship groups based on potential profitability and projected loyalty: strangers (low), butterflies (potentially profitable but not loyal), true friends (profitable and loyal) and barnacles (high loyal but not very profitable).
Different types of customers require different relationship management strategies. 

The changing marketing landscape 
Technologies, globalization, sustainable marketing (more social responsibility), growth of not-for-profit marketing
In building customer and partner relationships, they must exploit marketing technology, take advantage of global opportunities and act in an ethical and socially responsible way. 
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