MARK 201 (Notes)



Chapter 1: creating and capturing customer value

· Marketing: managing profitable customer relationships.
· Goal: to create value and capturing values from customers
· Attract new customers by promising value
· Grow current customers by delivering satisfaction


· The marketing process:
· Understanding customer needs and wants 
· Design customer driven marketing strategy 
· Construct marketing program that delivers superior value
· Build profitable relationship
· Capture value from customers to create profits/equity


Customer needs, wants, demands

· Need: state of felt deprivation for basic items such as food and clothing or complex need such as belongings
· Example: hungry, physical needs, social needs.

· Want: Form that a human need takes.  Shaped by culture and individual personality.
· Example: wanting an iphone, or applewatch

· Demand: purchasing power
· Example: able to afford an applewatch 



Products, services, and experiences

· Market offering: some combination of products and services offered to a market to satisfy a need or want.
· Marketing myopia: Mistake of more attention toward products rather than customer needs.
· Example: selling product people no longer want. (Focusing on existing demands)
· Satisfied customers: buy again/and word of mouth to others. 
· Dissatisfied customers: switch to competitors and disparage the product to others.  
· Customer value: benefit that the customer gains from owing and using a product compared to the cost 
· Exchange: act of obtaining a desired object from someone by offering something in return.



Key elements of a customer driven marketing strategy and marketing management orientations that guide marketing strategy

· Marketing management: The art and science of choosing target markets and building profitable relationships with them. 
· Market segmentation: company divide market into segment of customers
· Target marketing: company select which segment it will go after 
· Value proposition: set of benefits or values a brand promises to deliver to customers to satisfy their needs. 
· Marketing strategies:
· Production
· Product
· Selling
· Marketing
· Societal marketing concepts 

· Production concept: consumers favors products that are available and highly affordable.  Company focuses on improving production and distribution.  
· Characteristics: companies produce more and sell more
· Emphasize cost control and production efficiency 
· Standardization of product and adoption of assembly help lower cost

· Product concept: consumer favor products that offer the most quality, performance, and innovative features.
· Companies focus on quality
· Customers willing to pay for better quality of the same product


· Selling concept: consumers will buy products only if the company promotes/sell these products
· Companies work hard to push the products
· Companies believe customers will buy if price is low enough 
· Companies only concerned about their needs and benefits (door to door sales) 


· Marketing concept: companies focus on need/wants of target markets and delivering satisfaction better than competitors.
· Companies define customer wants/needs
· Companies offer what wants/needs

· Societal marketing concept: firms focus on needs/wants of target markets & delivering superior value for society’s wellbeing.

· Marketing mix: set of marketing tools the firm uses to implement its marketing strategy.

· Classified in 4 groups: 

· Product: need-satisfying offering
· Price: how much charge for offering 
· Place: how it will make the offering available 
· Promotion: communicate with target customers and persuade them of its merits.


Customer relationship management and strategies for creating value for customers, and capturing value from customers in return. 

· Steps of marketing process
· Understanding marketplace and customer needs
· Designing a customer driven marketing strategy 
· Constructing a marketing program 
· Building and managing profitable customer relationship

· Customer relationship management (CRM): Overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction.

· Relationship divided in customer value and satisfaction

· Customer (perceived) value: customer’s evaluation of the difference between all the benefits and all the costs of a market offering relative to those of competing offers.  
· Value: can mean affordable price to some, and to others paying more to get more.
· Customer satisfaction: extent to which a product’s perceived performance matches a buyer’s expectations.

· Frequency marketing programs: reward customers who buy frequently.

· Club marketing programs: offers members special benefits and create member communities. 

· Old marketing: marketing brands to consumers

· New marketing: known as customer engagement marketing.

· Customer engagement marketing: making the brand a meaningful part of consumer’s conversations and lives.

· Customer managed relationships: customers connect with companies and with each other to help forge their own brand experiences.

· Consumer generated marketing: brand exchanges created by consumers themselves.

· Partner relationship management: working closely with partners in other company departments and outside the company to jointly bring greater value to customers.



Creating customer loyalty and retention, share of customers


· Customer lifetime value: the value of the entire stream of purchases that the customer would make over a lifetime of patronage. 


· Customer share: portion of the customer’s purchasing that a company gets in its product categories. 

· Customer equity: total combined customer lifetime value of all the company’s current and potential customers. 

· Measure of the future values of the company’s customer base.



· Customers in 4 relationship groups:

· Butterflies: potentially profitable but not loyal.
· True friends: both profitable and loyal.
· Strangers: low profitability and little projected loyalty.
                                       ( nothing invested in them)
· Barnacles: highly loyal but not very very profitable. 
                   Example: long-time member of amazon but not purchasing anything. 
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