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Customer-Driven

Marketing
P WM E #

Learning Objectives
After reading this chapter, you will be able to:

Define marketing, and describe the exchange process.

Specify the functions of marketing.

Explain the marketing concept and its implications for developing
marketing strategies.

Examine the development of a marketing strategy, including market
segmentation and marketing mix.

Investigate how marketers conduct marketing research and study
buying behavior.

Summarize the environmental forces that influence marketing
decisions.

Assess a company’s marketing plans, and propose a solution for
resolving its problem.

Chapter
Outline

Introduction

Nature of Marketing
The Exchange Relationship
Functions of Marketing
Creating Value with Marketing
The Marketing Concept
Evolution of the Marketing Concept

Developing a Marketing Strategy
Selecting a Target Market
Developing a Marketing Mix

Marketing Research and Information Systems
Online Marketing Research

Buying Behavior
Psychological Variables of Buying Behavior
Social Variables of Buying Behavior
Understanding Buying Behavior

The Marketing Environment

Importance of Marketing to Business and Society
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Banana Republic Uses Marketing to Bring
Brand to Life

Banana Republic owes its success to marketing. The international firm was
founded in 1978 by Mel and Patricia Ziegler as a safari- and travel-themed
clothing company. Mel and Patricia desired to produce eccentric, high-end
apparel from exotic locations to appeal to customers looking for clothing with
meaning behind the designs. Creating value and satisfying consumers followed
several attempts to find the right target market.

The idea came after the couple designed shirts and tried to sell them at
a flea market. When the products did not sell, they altered their strategy,
increasing the price and renaming the shirts Short-Armed Spanish Paratrooper
shirts. The strategy was a success, and the two found that creating a visual
story for customers appealed more to them than an average product. This
form of customer-driven marketing helped propel the brand to profitability
through discovering the right market segment. The couple released catalogs
with scenes of jungles and safaris to provide a back story to their apparel.

Banana Republic also implemented themed decorations in its stores,
incorporating authentic elements to aid in creating its brand. Sales grew.
After being acquired by Gap, Banana Republic took a different approach to
its clothes. Today’s Banana Republic does not look like it did when it was
founded, but it often continues to incorporate “stories” that create the brand
image to differentiate its products. For instance, the company made a deal
with the popular TV show Mad Men allowing Banana Republic to develop a
collection dedicated to classic designs from the vintage era. This showcases
the company’s desire to use creativity to bring consumers into the stores.’
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marketing

a group of activities designed
to expedite transactions

by creating, distributing,
pricing, and promoting goods,
services, and ideas

T

exchange

the act of giving up one thing
(money, credit, labor, goods)
in return for something else
(goods, services, or ideas)

Marketing
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Introduction

Marketing involves planning and executing the development, pricing, promotion, and
distribution of ideas, goods, and services to create exchanges that satisfy individual
and organizational goals. These activities ensure that the products consumers want to
buy are available at a price they are willing to pay and that consumers are provided
with information about product features and availability. Organizations of all sizes
and objectives engage in these activities.

In this chapter, we focus on the basic principles of marketing. First we define and
examine the nature of marketing. Then we look at how marketers develop marketing
strategies to satisfy the needs and wants of their customers. Next we discuss buying
behavior and how marketers use research to determine what consumers want to buy
and why. Finally, we explore the impact of the environment on marketing activities.

EHAR
Nature of Marketing

A vital part of any business undertaking, marketing is a group of activities designed to
expedite transactions by creating, distributing, pricing, and promoting goods, services,
and ideas. These activities create value by allowing individuals and organizations to
obtain what they need and want. A business cannot achieve its objectives unless it pro-
vides something that customers value. But just creating an innovative product that meets
many users’ needs isn’t sufficient in today’s volatile global marketplace. Products must
be conveniently available, competitively priced, and uniquely promoted.

Marketing is an important part of a firm’s overall strategy. Other functional areas
of the business—such as operations, finance, and all areas of management—must be
coordinated with marketing decisions. Marketing has the important function of pro-
viding revenue to sustain a firm. Only by creating trust and effective relationships with
customers can a firm succeed in the long run. Businesses try to respond to consumer
wants and needs and to anticipate changes in the environment. Unfortunately, it is
difficult to understand and predict what consumers want: Motives are often unclear;
few principles can be applied consistently; and markets tend to fragment, each desir-
ing customized products, new value, or better service.

It is important to note what marketing is not: It is not manipulating consumers to get
them to buy products they do not want. It is not just selling and advertising; it is a sys-
tematic approach to satisfying consumers. Marketing focuses on the many activities—
planning, pricing, promoting, and distributing products—that foster exchanges.
Unfortunately, the mass media and movies sometimes portray marketing as unethical or
as not adding value to business. In this chapter, we point out that marketing is essential
and provides important benefits in making products available to consumers.

TR R
The Exchange Relationship

At the heart of all business is the exchange, the act of giving up one thing (money,
credit, labor, goods) in return for something else (goods, services, or ideas). Businesses
exchange their goods, services, or ideas for money or credit supplied by customers in
a voluntary exchange relationship, illustrated in Figure 1.1. The buyer must feel good
about the purchase, or the exchange will not continue. If your cell phone service works
everywhere, you will probably feel good about using its services. But if you have a lot
of dropped calls, you will probably use another phone service next time.

For an exchange to occur, certain conditions are required. As indicated by the
arrows in Figure 1.1, buyers and sellers must be able to communicate about the
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Companies find that communicating with customers through digital media sites can enhance customer relationships and create value for their
brands.

“something of value” available to each. An exchange does not necessarily take place
just because buyers and sellers have something of value to exchange. Each partici-
pant must be willing to give up his or her respective “something of value” to receive
the “something” held by the other. You are willing to exchange your “something of
value”—your money or credit—for soft drinks, football tickets, or new shoes because
you consider those products more valuable or more important than holding on to your
cash or credit potential.

When you think of marketing products, you may think of tangible things—cars,
MP3 players, or books, for example. What most consumers want, however, is a way
to get a job done, solve a problem, or gain some enjoyment. You may purchase a
Hoover vacuum cleaner not because you want a vacuum cleaner but because you
want clean carpets. Starbucks serves coffee drinks at a premium price, providing
convenience, quality, and an inviting environment. Therefore, the tangible prod-
uct itself may not be as important as the image or the benefits associated with the
product. This intangible “something of value” may be capability gained from using
a product or the image evoked by it, or even the brand name. Good examples of
brand names that are easy to remember include Avon’s Skin So Soft, Tide detergent,
and the Ford Mustang. The label or brand name may also offer the added bonus
of being a conversation piece in a social environment, such as Dancing Bull or Smok-
ing Loon wine.




