Marketing Management 
Kotler Marketing Management: Analysis, Planning, Implementation, and Control

Chapter 9 Notes

Identifying Market Segments and Selecting Target Markets
 

Target marketing is preferred by marketers in order to serve consumers well.  Sellers distinguish the major market segments, target one or more of those segments, and develop products and marketing programs tailored to each segment.  Focus on the buyers whom they have the greatest chance of satisfying (delighting).
Questions:
1. How can a company identify the segments that make up a market?
2. What criteria can a company use to choose the most attractive target market?
 

I. Market Segmentation
A. Levels of Market Segmentation
1. Mass Marketing = seller uses mass production, mass distribution, and mass promotion of one product for all buyers.  Ford & Model T  (Model A came in colors)
a. creates the largest potential market, 
b. lowest production costs
c. lower prices or higher margins.
d. Problem = increased splintering of market - consumers have more ways to shop - malls, shops. Superstores, catalogs, home shopping networks, Internet: No More one size Marketing fits all 
2. Segment Marketing = a large identifiable group within a market.  
a. recognize that buyers differ in their wants, buying power, location, attitudes and habits.
b. Co. does not want to customize to all those differences
c. Find identifiable groups of possible consumers who can afford the product, who you can communicate with, large enough to be profitable.
d. midpoint between mass market and individualization.
e. More fine-tuned product/service offer and better priced for segment. Better distribution and communications channels.
3. Niche Marketing = more narrowly defined group typically a small market whose needs are not being well served.  
a. Defines a group with a distinctive set of traits
b. fairly small and normally attract only one or a few competitors - usually smaller companies
c. Niche consumers understood so well that they will pay a premium to company serving them.
d. Many hotels: like 


 and 

 tailor their motels to a variety of segments from the vacationing public looking for inexpensive rooms to the business traveler looking for business conveniences (modem hookups, printers, scanners, etc.) 


may also be a nicher.
What do you think?
4.  Local Marketing = marketing programs tailored to the needs and wants of local customer groups.



A local beauty salon
5. Individual Marketing = ultimate segmentation - customized marketing - Making the product for one customer - mass customization
People want to express their individuality by the things they buy.  
*How do you do that and use production line techniques?*
a. Custom Shoe - Roosevelt Field
b. [image: image4.png]. COM
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   Personal Fit Jeans, guaranteed to fit. Take the waist, hip and inseam measures.
6. Self-Marketing = the individual consumer takes more responsibility for determining which products and brands to buy.
a. One Purchasing Agent sees numerous sellers, Agent B logs onto the Internet to get info.  Traditional marketers have less influence over Agent B, since he/she does the info search alone.  Add in consumer research reports, forums, inbound telemarketing
b. leads to more 1-800 numbers to encourage calls from potential consumers.
B. Patterns of Market Segmentation = Can use demographics, lifestyles, and Preference Segmentation
1. Homogeneous preferences - all consumers have the same preferences. No natural segments - products alike and formulated for center.      GRAPH  p254.
2. Diffused preferences - scattered throughout the mapped space - great variation in preferences.  Several brands would locate in different areas of the mapped space and attract different markets
3. Clustered preferences - distinct clusters = natural market segments.  First co. has choice of going to center to try to appeal to all segments or going after one or more segments, each  with a specific formulation.
C. Market-Segmentation Procedures - 7 steps
Example - airline attracting nonflyers.
1. Survey Stage - exploratory interviews and focus groups to see motivations, ttitudes and behaviors. Devise survey to get : Attributes and ratings; Brand awareness and ratings; Product-usage patterns; Attitudes toward product category; demographics, geographics, psychographics, mediagraphics
2. Analysis Stage - factor analysis to remove highly correlated variables, applies cluster analysis to create a specified number of maximally different segments.
3. Profiling Stage - Profile the segments as to attitudes, behavior, demographics, psychographics and media patterns  - Must be redone periodically as society and market segments change.
a. discovr new segments by looking at Hierarchy of attributes consumers consider when buying ***Market Positioning***  Cars =Brand dominance vs. nation dominant
b. Look at which attributes are rated highest = Price, Car types, Brand, Repair, Prestige, etc.
D. Bases for Segmenting Consumer Markets - consumer characteristics and do they categorize different needs vs consumer responses (benefits sought)  ****Table 9-1  P 257 ****
1. Geographic segmentation - nations, states, regions, counties, citites, towns, neighborhoods  - Cambell's soups and sometimes makes different products for different areas - McDonald's
2. Demographic segmentation - age, gender, family size, family life cycle, income, occupation, education, religion, race, generation, nationality, or social class
a. Age and Life-Cycle - needs and wants change with age - Need to look at chronological age vs psychological age.
b. Gender - clothing, hair, cosmetics, magazines, cars
c. Income - cars, boats, clothing, cosmetics, and travel. Income may not be good predictor of innovators - blue collar and color tv, not movies; concept of over-priviledged-ness and underpriviledged-ness
d. Generation - Boomers, Xers, Seniors - be careful of generalities
e. Social Class - strong on cars, clothing, home furnishings, leisure activities, reading habits, retailers, etc.      Book says utilitarian - 

says who needs 4-wheel drive to go to grocery store?  Lincoln Navigator - luxuious utilitarian or just different snob appeal?
4. Psychographic segmentaiton
a. Lifestyles - more lifestyle differences than explained by merely 7 social classes  - golfers, country lifestyle, health-conscious, get-awary actives, excitement seeking competitives, fitness driven, unstressed and unmotivated.
b. Personality - give brands personalities to fit the personalities of the buyers.
5. Behavioral segmentation - buyers divided into groups based on knowledge of, attitude for, use or, or response to a product
a. Occasions- when do they develop a need, example - air travel - new clothes, new suitcase?   Mother's Day promoted for flowers and cards, or marriages, separations, divorce, new home, injury, illness, change in job or career, retirement, death of family member
b. Benefits - what benefits do the buyers want from the products - travel for fun, education, adventure; Toothpast study - anticavity toothpaste - Crest
c. User Status - nonuser, ex-users,potential users, first-time users, regular users, 
d. Usage Rate - light, medium and heavy.
e. Loyalty Status - hard-core loyals buy 1 brand all the time - can show the product's strengths
Slit loyals - loyal to 2 or 3 brands - identify the best competitors
shifting loyals - favor one brand, then another - learn market weaknesses
Switchers - show no loyalty at all.
f. Buyer-Readiness - unaware, aware, informed, interested, desire, intend to buy
g. Attitude - enthusiastic, positive, indifferent, negative, hostile
6. Multi-Attibute Segmentation (Geoclustering)
We usually examine several variables to identify smaller, better defined groups - most popular is geoclustering
PRIZM - Potential Ratings Index by Zip Markets - classifies over 50,000 American neighborhoods into 62 lifestyles groupings called clusters based on education and affluence, family life cycle, urbanization, race and ethnicity, mobility
blueblood Estates, winner's circle, hometown retired, latino america, shotguns and pickups, back country folks, american dreams - emergin upscale, ethnic big-city mosaic - buy imported cars, elle magazine income=$46,000
rural industria - young families in heartland, lifestyle typified by trucks. Ture Story magazine, shakt n bake, fishing trips, tropical fish, income = $22,000
cashmere and country club - aging baby boomers live the good life in suburbis, buy Mercedes, Golf Digest, salt substitutes, European getaways, high-end TVs
7. Targeting Multiple Segments  - often companies begin wiht one segment and expand to more than one as their resuorces expand. - Cars, Financial companies, etc.
E. Bases for Segmenting Business Markets - geography, benefits sought, and usage rate
*  See p 267*
1. Demographic - industry, company size, location
2. Operating Variables - technology, user/nonuser status, customer capabilities
3. purchasing approaches - purchasing function org - centralized or decentralized; power structure - engineer dominated?; nature of existing relationships - serve present firms or go after more lucrative ones?; general purchase policies - leasingvs buying; purchasing criteria - quality, service, price - what do we want to focus on?
4. Situational Factors - Urgency, specific application, size of order
5. Personal characteristics - buyer-seller similarity, attitudes to risk, loyalty
6. stage in decision process - first-time prospects - trust; novices - easy-to-read manuals; sophisticates - speed in maintenance
7. Business segments - programmed buyers - routine buy - most profitable; relationship buyers - second most profitable; transaction buyers witch for price; bargain hunters
F. Requirements for Effective Segmentation
1. Measureable
2. Substantial - large enough to be profitable - CitySelects - $100,000 on hand at all times in Citibank
3. Accessible
4. Differentiable
5. Actionable
II. Market Targeting - once market segment identified, evaluate the segments and decide how may and which to target
A. Evaluating the Market Segments - 
1. Overall Attractiveness of segment
2. Firm's Objectives and resources
B. Selecting the Market Segments - 
*See P 270*
1. Single-Segment Concentration - simplest form, high risk if something happens to that industry
2. Selective Specialization - more than one segement that fit the goals and resources of firm.
3. Product Specialization - concentrate on one product to several segments - price points
4. Market Specialization - serve many needs of a particular customer group
C. Full Market Coverage - Firm tries to serve all customers with all the product they might need. - IBM, GM, Coke
1. undifferentiated marketing - mass marketing - Coke - one drink , one container early on. - standarization and mass production
2. differentiated marketing - operate in several markets with different products for each segment
D. Additional Considerations
1. Etchical choice of market targets - concern for unfair advantage of vulnerable groups - children, elderly, disadvantaged groups (inner-dity poor) - Reynolds cigarettes targeted to Blacks or to rural white women (Dakota)
2. Segment Interrelationships and supersegments - look at synergies in cost, performance and technology side.
supersegment = set of segments sharing some exploitable similarity
E. Segment-by-Segment Invasion Plans - wise to enter segments one at a time - controls your cash flow.  Firms often implode due to poor cash flow at time of expansion.
F. Intersegment Cooperation - appoint segment managers with suffiecient authority and responsibility for building their segment's business.
 
