MARKETING – SESSION 4  CHAPTER 8 FROM THE BOOK, pp. 143-158

MARKET SEGMENTATION AND MARKET TARGETING

Because different consumers have different needs, it’s impossible in most cases for a company to cater to everyone.  Therefore companies instead try to

1.  Market Segmentation – figure out market segments exist -- what groups exist of people with specific needs re. a certain product 

2.  Market Targeting – choose which one (or more) of the market segments discovered above to target 

3.  Positioning the product, to be discussed in later chapter.

1.Market Segmentation

the alternative: mass marketing (cheaper, and hopefully markets to everyone, used when there is strictly ONE product being offered (e.g. Coke in the old one-size bottle days))


PROBLEM:  markets are more segmented now, with all the options of shopping methods with technology, so mass marketing not necessarily effective, so market segmentation on the rise

4 levels of market segmentation

1. Segment Marketing

Market segment = large, identifiable group within a market – group of people with same desires, purchase power, location, buying habits etc.

(e.g. coach airplane flyers one segment, first-class another)

Strategy: flexible market offerings

- Offer one service for the whole segment (e.g. coach), then offer extra options for addt’l charge that only part of segment will want (e.g. movie earphones, beer, etc.)

2. Niche Marketing

Niche = more narrowly defined group than market segment

Niches don’t present competitive market – usually a company catering to them has no or few competitors so sometimes big mass-focused companies lose their niche customers



Strategy: niche marketing
- More specified products (e.g. Ramada Hotels has 4 different kinds of hotels for travelers with different sets of needs)

· Find a hard-to-find product and start co. on Internet (e.g. ostrich and ostrich-related company which has sales > 4 mill!)

3. Local Marketing

Strategy: different product selection and marketing for different areas

(e.g. Kraft helps supermarkets decide which cheeses to offer and how to display depending on income-level and characteristics of area)

V. national advertising, which local marketers think is a waste of $

Possible PROBLEM:  logistical problems, manufacturing and marketing costs up b/c economies of scale reduced, brand image may be diluted b/c scattered marketing

4. Individual Marketing

Catering to individual needs.  Used to happen all the time (tailors, etc.).  Now it’s back b/c Internet allows cos. to customize to individual’s preferences

Strategy: mass customization
Ability to customize products for LOTS of people! (e.g. Cductive – cut your own CDs., Barbie.com – design your own Barbies! (I don’t think sizes are included in selection – just skin color, clothes etc.)

( good websites are CRUCIAL to effectiveness of indiv. marketing

PATTERNS of Market Segmentation


Homogenous preferences

Markets where almost everyone prefers same qualities ( most brands in the market offer these characteristics (say, sweet and creamy for ice cream)

Diffused preferences

Variance in consumer preferences very high ( if one brand in market, they might offer the mid-point of the qualities; if many brands, they’ll probably each offer one type to cater to different preferences (sweet and denser, for example)

Clustered preferences/natural market segments

Different clusters of preference groups ( first company in market would either

-offer brand w/balance of various preferences

-choose the largest market segment and cater to them

-develop several brands for different clusters

-if only one co. had only one brand, other cos. would enter and introduce varied brands

Market Segmentation PROCEDURE

1.  Survey Stage: interviews, focus groups to discover customer behavior, motivations; then questionnaire, data collection re. importance of various attributes of product, usage patterns, brand ratings, demographics, etc.
2. Analysis Stage: factor analysis (like D&D) to remove highly-correlated, redundant variables; cluster analysis to break market up to specified number of different segments
3. Profiling Stage: Officially name and identify key characteristics of market segments for future use in marketing strategy
Segmenting CONSUMER V. BUSINESS markets

Different markets, so marketers use different variables to analyze consumer v. business markets

Criterion for Segmenting CONSUMER Markets

Geographic Segmentation – down to the zip code sometimes (e.g. Blockbuster – for more info (this is my tip!) see a book called The Clustering of America)

Demographic Segmentation – age, family size, gender, income, occupation, education, religion, class, cohort (if you survived/witnessed same historical events) etc.) – used often as preferences often linked to these characteristics.  Can be tricky (e.g. something can appeal to the young-at-heart v. the young; economy cars bought by various class segments)

Psychographic Segmentation – lifestyle (kids? Etc.), personality (e.g. iMac for the stylish (I disagree) and friendly), values


Values – strivers (professionally-oriented), devouts (tradition, duty), altruists (socially-oriented), intimates (personally, family-oriented), fun-seekers (younger, tend to be male according to this classification of “fun”), creatives (learning-oriented).

Behavioral Segmentation – occasions (business travel, Halloween, etc.), benefits (why do you travel? Business, pleasure, etc.), user status (person’s potential capacity for this particular product), usage rate (as in MIA, send more catalogs to those who order a lot), loyalty status (hardcore, split, fickle “switchers”; is it loyalty or indifference?), buyer-readiness stage (level of awareness, interest, intent), attitude.

Multi-Attribute Segmentation/Geoclustering

(see book mentioned above) – clustering by zip code or neighborhood into groups with sets of characteristics.  Approach called PRISM (Potential Rating Index by Zip Markets) has rated 62 lifestyle groupings by education, wealth, urbanization, ethnicity, mobility.  Each has title like “American Dreams” or “Rural Industria”.

Criterion for Segmenting BUSINESS Markets

Mostly should question which kinds of companies to serve.

Demographic Segmentation (which industries, companies, geographical areas to serve)


Operating Variables (which customer technologies, usage level to serve)

Purchasing Approaches (serve cos. with centralized or decentralized purchasing organizations?, engineering- or financially-dominated cos., cos. we know or new ones, those that prefer leasing, bidding, those seeking quality, service price?)

Situational Factors (cos. that need quick service?, need specific application?  Focus on large or small orders?)

Personal Characterics (serve cos. with values similar to ours?, risk-seeking or risk-averse cos?, loyal type cos.?)

Effective Segmentation: How do you know this variable is important?

Useful market segments are always:

-measurable


-substantial

-accessible (think Yahoo Antarctic commercial) and actionable (can attract them

-differentiable (if one segment responds in same way as another, they should be one segment)

2. Market Targeting Strategies – Who to target?

Evaluating Market Segments

1. Look at segment’s attractiveness

2. Look at your company’s resources and objectives

Selecting Segments


Single-segment concentration – focusing on one segment (e.g. Volkswagen focuses on small car segment).  Riskier b/c of changes in buying patterns and new competition, but economizes operating costs by specialization.  If gets segment leadership, high return on investment.


Selective Specialization – Choosing a few segments, all attractive ones, don’t have to be related (e.g. radio companies that own 2 totally different stations)


Product Specialization – e.g. only produce microscopes, but totally different kinds for universities, labs, etc.


Market Specialization – focus on one customer group, e.g. sell just to university labs – any kind of thing a lab needs


Full Market Specialization  -- catering to the whole market, e.g. IBM (computer market), using



-undifferentiated marketing – one market offer/narrow product line

-differentiated marketing – different programs for different segtments within the market (this increases costs, obviously, but may be worth it, tho companies should beware of oversegmenting markets and thus losing  $)

Targeting Mulitple Segments and Supersegments


A co. with fixed costs can sometimes cover them by adding products for different segments


Supersegments – sometimes you can find set of segments that share one exploitable similarity


Megamarketing – when a market seems closed, marketing to various groups (local gov’t, offering jobs, etc.) to help you get in.

Ethical Choice of Targeting – sometimes people object to cos. taking advantage of vulnerable groups (e.g. children, economically disadvantaged).  Main point is that socially responsible marketers should make sure that their targeting and positioning definitely serves the true interests of those targeted as well as the company’s.

