COMM 223: Chapters 1-3


CHAPTER 1 -- Marketing: Creating and Capturing Customer Value

· Marketing: Companies creating value for the customer through goods and services AND building strong customer relationships
· Creating value to the customer (WHY YOU DO WHAT YOU DO) is what attracts customers

The Marketing Process (**** slide 35)
1. Take interest in customers’: Needs, Wants and Demands
a. You need to know what needs to be made before you make it
2. Customer-driven strategy: Who will it serve? How will we be different?
a. How are your goods and services going to interest your customers?
3. Marketing mix: PRODUCT, PRICE, PLACE and PROMOTION
a. Take a look at key factors that will impact the success of your product
4. CRM: Building good customer relationships 
a. Are you creating value for your customer? Are the customers satisfied?
5. Finally, getting customer value in return
a. In return: customer lifetime value (you’ve always bought cars from Lexus and are satisfied with their products, you will most probably always stick with this company), share of customer, customer equity

Understanding the Marketplace and Customer Needs
· The core concepts (marketing process):
· Customer needs, wants and demands
· Needs: Deprived  you need it, cause you’re deprived of something
· Wants: Human needs shaped by cultured and individual personality
· Demands: Wants backed by power!
· Market offerings (products and services)  offering customers interesting things that they may need or want
· Marketing myopia: Focusing on existing wants and not taking into consideration the needs of customers
· Value and satisfaction 
· Relationships & Exchanges
· Exchange: Getting something that is desired in return for something else
· Markets  you eventually create a market for yourself once you’ve created value for customers
· It’s a set of actual and potential buyers of a product
· Environmental forces that take control of markets are out of our reach

· Customer Value and Satisfaction Expectations (1)
· Marketers: Set the right level of expectations (not too high or low)
· Customers: Value and satisfaction (marketers create these expectations for consumers)

Designing a Customer-Driven Marketing Strategy (2)
· Marketing management: Being able to choose target markets AND build good relationships with them

· Selecting Customer to Serve (TARGET)
· Market segmentation: When dividing the markets into segments of customers
· Target marketing: Picking segments to attack
· De-marketing: Using marketing to reduce demand (temporarily or permanently)

· Choosing a Value Proposition
· Value Proposition: Set of benefits or values that companies promise to give to their customers 

· Marketing Management Orientations: Strategies that will build profit through target customers
1) Production Concept: the idea that consumers will favor products that are available or highly affordable (ex. Wal-Mart’s products)
2) Product Concept: Consumers will favor products that offer the best performance and features  organizations should commit substantial time into making constant product improvements
3) Selling Concept: Consumers will not buy enough of their products unless it’s promoted or large-scale selling
a. Profits through sale volume (by selling & promoting)
4) Marketing Concept: Being able to deliver the needs and wants of their target market better than competitors do
a. Profits through customer satisfaction (by marketing)
5) Societal Concept: The idea of making decisions by regarding the customers and the company’s long-term interests  donations (like McDonalds)

Preparing an Integrated Marketing Plan and Program (3)
· Marketing mix: The 4Ps organizations use to implement a strategy for marketing (Product, price, promotion and place)
· Integrated marketing program: A plan that focuses on giving the intended value to the chosen customers

Building Customer Relationships (4)
· Customer Relationship Management (CRM): Maintaining customer relationships is through superior customer value and satisfaction 
· Make sure customers are happy with what they are getting


· Relationships Building Blocks: Customer Value and Satisfaction
· Customer-perceived value: Customers evaluation of the value of the product and comparing it 
· Customer satisfaction: When a products performance matches a buyer’s expectations
· Consumer-generated marketing:
· Partner relationship management: Teaming up with other businesses to gain more value

· Basic Relationships
· Built by low-margin companies, not much customer interaction 
· Example: Nike. They don’t call each and one of their customers
· Full Partnerships
· Built by high margin companies, more customer interaction
· Example: Nike keeps a close relation with Sport Chek, Foot locker

· The Changing Nature of Customer Relationships
· Selecting customers which creates fewer relationships BUT more profitable ones
· More interactive ways of communicating are appealing to consumers: blogs, websites, social networks (Facebook, Twitter, Youtube)

· Partner Relationship Management: Working with partners from other company departments AND outside the company to create more value to customers
· Partners try to communicate with customers as much as they can (electronically)

· Supply Chain: The whole channel of procedures that starts from raw materials to the final product that eventually buyers will buy
· Supply Management: Monitoring the distribution of raw materials 
· Strategic Partners: Partnering with other businesses so that each can offer their own assets (which they don’t want to grow internally) to help the other
· Strategic Alliance: Businesses coming together and agreeing on set objectives, however still remaining independent from each other  this can form mergers

Capturing Value from Customers (5)
· Creating Customer Loyalty and Retention
· Customer lifetime value  all the purchases the customers would make over their lifetime of shopping at that same store
· This way, it’s not about buying the most, but it’s about keeping lifetime value to their store, so that over the years (from that strong relationships), they know they have loyal customers that will always come back to buy from them (Ex. Supermarket/grocery stores)
· Share of customer: the amount of a customer’s total spending that a business gets from selling their goods and services

· Customer Equity
· The total customer lifetime values of all customers combined

· Building Customer Equity (LIFETIME)
· You must treat customers as assets that need to be managed and maximized 
· Each customer is different; therefore, each customer has different relationship management strategies that they respond positively to 

· Building the Right Relationships with the Right Customers
· Short-term customers
· High profitability: BUTTERFLIES  good fit between company’s offerings and customer needs
· Low profitability: STRANGERS  little fit between company’s offerings and customer’s needs
· Long-term customers:
· High profitability: TRUE FRIENDS  good fit between company’s offerings and customer needs
· Low profitability: BARNACLES  little fit between company’s offerings and customer needs

The Changing Marketing Landscape
· Major Developments
· Digital age
· Advances in communication and transportation through computers (customer research and tracking, product development, distribution, new advertising tools and 24/7 marketing through the Internet)
· Rapid globalization
· Distances have shrunk between cultures and geography (increased competition from foreigners, more of a market and more buying options)
· Ethics and social responsibility
· Marketers need to be aware of the responsibility of their actions (caring marketing is appreciated)
· Not-for-profit marketing
· These organizations have come to realize the importance of strategic marketing (performing arts, government agencies, colleges, hospitals, churches)







CHAPTER 2 – Company and Marketing Strategy: Partnering to Build Customer Relationships

· Strategic planning: A plan for organizations to keep up with their goals alongside the changing marketing opportunities 

· Steps at Corporate level:
1. Define the mission  WHY YOU DO WHAT YOU DO?
a. The purpose of the organization  what they want to accomplish
b. Clear mission statement is like an invisible hand that guides the organization
c. Mission defines how satisfying customer needs
d. It should be meaningful, specific, motivating, guidelines…
2. Setting company goals and objectives
3. Designing the business portfolio (list of company’s products and assets)

· Steps at Business unit, product and market level:
1. Planning marketing and other functional strategies 

Companywide Strategic Planning (2)
· Setting Company Objectives and Goals
· Business objectives
· Build good customer relationships
· Invest in research  innovation
· Improve profits

· Marketing objectives
· Increase market share  how much the entity has over the market
· Create local partnerships
· Increase promotion

· Designing the Business Portfolio
· Business portfolio: the collection of businesses and products that make up the entity
· The best ones are when they point out the company’s strengths and weaknesses and match them to opportunities in their environment.
· Portfolio analysis: When management evaluates the collection of products and businesses 

· Analyzing the Current Business Portfolio
· SBU (Strategic business unit): Separate objectives from the main mission of the organization
· Having multiple divisions within a company  due to many diverse products

· Keeping SBUs intact: you need to identify the key businesses (SBUs), assess how appealing the SBUs are, then decide how much support each SBU needs

· Growth Share Matrix (Slide 12 ****)  established by a Harvard group of students
· Star: HIGH GROWTH & need major finance to produce rapid growth within the company
· Cash cow: LOW GROWTH & high quality products and well establish SBUs resulting in less investments to maintain growth in the market  they get more money than they need to sustain themselves 
· Question mark: HIGH GROWTH & need a lot of money to hold their place in the market  don’t know what to do with them
· Dog: LOW GROWTH & may generate enough money to keep them alive, but won’t promise large amounts of money (Ex. Target)

· Problems with Matrix Approaches
· Difficulty in defining SBUs & measuring market share and growth
· Time consuming 
· Expensive
· It has a myopic thinking  focuses on current business, doesn’t think long-term 

· Developing Strategies for Growth and Downsizing (Slide 16 ****)
· Product/market expansion grid: A tool to identify company growth (low or high) opportunities 
· Growth is important, since the way we measure a company’s success (how big they are)
· Growing must be constant, otherwise competitors will drive you out

· Growth Strategies: 
· Market Penetration: Existing products + existing markets (LESS RICKY)
· Increasing sales without changing product
· Market Development: Existing products + new markets
· New markets for current products
· Product Development: New products + existing markets
· New products for current markets
· Diversification: New products + new markets (MORE RISKY)
· New products for new markets  major branching out

· Downsizing
· Eliminating products that are no longer bringing money/beneficial to the company
· Not profitable for overall goal of the company (mission)




Planning Marketing

· Partnering to Build Customer Relationships
· Value chain: A whole set of departments working as a whole to create goods and services (design, production, marketing, delivering teams) (Partnership with company departments)
· Value delivery network: All departments who work with each other to improve the performance of the entire system (Partnership with marketing system)

· Mission Statement and Marketing Strategy
· Even though you have your mission, you must build CUSTOMER RELATIONSHIPS

· Slide 23 ****
· Consumers in the middle (MOST IMPORTANT)
· The goal of marketing  to create value for customers and build strong customer relations
· Marketing strategy  how they will achieve their goal

· Segmentation and targeting  deciding who they’ll pick their customers
· Differentiation and positioning  how they’ll pick them

· Designing the Integrated marketing mix  the 4Ps (Price, Promotion, Place and Product)
· Through the design and strategy, the company does marketing analysis and watches over their marketing environment (refining to satisfy)

· Market segmentation: Separating the market into specific groups that have specific characteristics & interests, & respond differently to marketing strategies
· Market segment: A group of consumers (segment) that respond in a similar way to set marketing strategies) 
· Market targeting: Selecting the best segment from the market (consumers) that will be the most profitable 
· Market positioning: Trying to get a product to be more desirable than competing products in consumer’s minds  words that make you think of Starbucks
· Marketing mix: 4Ps (Price, Product, Promotion and Place)  company uses these tools to get the right response from their target market

· Developing an Integrated Marketing Mix (4Ps and 4Cs)
· Product  design, quality, performance, features, packaging… = CUSTOMER SOLUTION
· Price  discounts, list price, credit terms, payment period… = CUSTOMER COST
· Promotion  advertising, sales promotion, personal selling… = COMMUNICATION 
· Place  locations, inventory, transportation, logistics… = CONVENIENCE

· We use the 4Ps to visualize from the customer’s perspective how to create value and build strong relationships 

· Managing the Marketing Effort (Market Analysis)
· Analysis (SWOT): Strengths (internal, positive), weaknesses (internal, negative), opportunities (external, positive) and threats (external, negative)
· Each division should be monitored on a regular basis to ensure its success
· Planning: develop a strategic marketing plan (objectives, targets and positioning, 4Ps)
· Implementation: carry out with those plans (having a marketing department is beneficial in carrying out with these plans)
· Implementation is not only turning the objectives into real actions, but having the members that make up the company blend seamlessly working together to support their strategies 
· Control: measure and evaluate results & refine any corrections to be made
· Operating control: Checking ongoing results annually and making corrections when needed
· Strategic control: Checking to see if the company’s basic strategic plans work well with the opportunities offered to them

Measuring and Managing Return on Marketing Investment
· Return on Marketing Investment (Marketing ROI):
· Net return divided by the costs of marketing investment
· Basically it shows the profits made by marketing



















CHAPTER 3 – Analyzing the Marketing Environment

· Marketing Environment: Outside people and forces that have an impact on marketing’s goal to create value and maintain good customer relations
· Microenvironment: Factors close to the company
· The company: different departments within the company (R&D, finance…)
· Suppliers: treated as partners  they supply resources to create goods
· Marketing intermediaries: the marketing team 
· Resellers: Channel of distribution by buying from a business and selling it again
· Ex. Costco
· Physical distribution firms: The whole process of getting a product from its point of origin to it’s final destination
· FedEx, Canada Post
· Marketing services agencies: Helps promote the product
· Ex. Media, advert companies  
· Financial intermediaries: Helps finance and insure that there is no risk 
· Ex. Banks, insurance
· Types of customer markets: consumer, business, reseller, government or international 
· Competitors
· Publics: a group that has an interest in the objectives that an organization wants to achieve 
· Ex. Media publics, financial publics
· Customers

· Macro environment: Factors further from the company (DE PEST)
· Demographic forces: Including age, family structure, geographic population shifts, educational characteristics and population diversity
· Ex. Targeting what type of people? Baby-boomers, generation X, millennials…
· Generational marketing: Segmenting people by lifestyle instead of age
· The world is changing: more divorce, getting married later, women working
· Diversity: international and national markets & ethnicity, sexual orientation, disabled…
· Economic forces: Factors that include consumer spending patterns 
· Ex. Changes in income, value marketing (consumers buying with the right combination of fair price and good quality)
· Engel’s Law: As income rises,
· FOOD: decreases
· HOUSING: constant
· SAVINGS: increases
· Natural forces: Natural resources that have an impact on marketing activities 
· Example: shortage of raw materials, increased pollution, government intervention…
· Technological forces: Rapidly and constantly changing
· Political forces: Laws and regulations that limit the organizations activities
· Big emphasis on ethics and legislations instilled to regulate proper business 
· Social environment: Refers to social codes and rules  what is ethical professionally 
· Socially-responsible behavior: Companies that encourage their managers to go beyond what the standard system is and do the right thing  Ex. Toms with its alliance in helping those in Africa.
· Cause-related marketing: Since they feel socially responsible, they positively market themselves with good causes   
· Cultural Environment: Humans’ values, perceptions and behaviors that have an impact on marketing activities 
· [bookmark: _GoBack]Core beliefs and values: Taught by parents and enforced by schools, churches, government… (BASIC  INSTILLED IN US)
· Secondary beliefs and values: These include people’s views of themselves and everything around them, which means it’s more open to change… (EVERYONE HAS THEIR OWN PERCEPTION & OPINION TO SITUATIONS – VARITATIONS IN RESPONSES)

Responding to the Marketing Environment
· Views on Responding
· Uncontrollable: React & adapt to forces in the environment 
· These types of companies take matters into their own hands
· They don’t try to change the marketing environment
· Proactive: Aggressive actions to affect forces in the environment 
· They take an approach in which they don’t want an environment to shape their strategy, they want to shape their strategy
· Ex. Making a scandal to gain media attention  their actions shape it
· Reactive: Watching & not reacting to forces in the environment 
· Not doing anything and letting things happen
· Hard to stop demographics, economical and cultural environments

i
o o
5 fely g e
e it e o e gt s oo i e

By
T
e,
T e v
R

oot st oo )




