Chapter 6

Segmentation, Targeting, and Positioning:

Building the Right Relationships with the Right Customers

Previewing the Concepts—Chapter Objectives
1. Define the three steps of target marketing: market segmentation, market targeting, and market positioning.
2. List and discuss the major bases for segmenting consumer and business markets.
3. Explain how companies identify attractive market segments and choose a target marketing strategy.
4. Discuss how companies position their products for maximum competitive advantage in the marketplace.
Just the Basics
Chapter Overview
Market segmentation and target marketing are detailed in this chapter. An overview of consumer segmentation variables, including geographic, demographic, psychographic and behavioral characteristics is explained, as is the use of multiple segmentation bases. Business market segmentation and international market segmentation are also described. The importance and reasons for segmentation are portrayed through several examples of companies who do it well, most notably Procter & Gamble.

Segmentation outlines the company’s opportunities, but target marketing is where the marketing manager makes his or her money. Turning the segmentation opportunities into real markets is the focus of this part of the chapter. Methods of evaluating the market segments are discussed, as are the various levels of targeting: undifferentiated or mass marketing; differentiated marketing; concentrated marketing; and micromarketing. 

Choosing the target marketing strategy is described as dependent on many variables, such as company resources, how variable the product is, and the stage of the product life cycle. But while a company is targeting important segments, it must take care not to cause any controversy or concern. For instance, companies that have targeted their premium cereals primarily to children have been called to task for their practices, as have cigarette companies that seem to have targeted the youth market in their chosen advertising vehicles.

Finally, a company has to figure out the best way to position itself for competitive advantage. Positioning involves implanting the brand’s unique benefits, and differentiation in customers’ minds. But how does the company do that effectively? This section of the chapter goes through the process of developing a positioning concept and statement, and describes the various ways to decide how to correctly position your product in the marketplace.


Chapter Outline
1. Introduction

a. Proctor & Gamble is one of the world’s premier consumer goods companies. They provide a good example of how smart marketers use segmentation, targeting, and positioning.
b. Proctor & Gamble sells eight brands of laundry detergent in the United States, six brands of hand soap, five brands of shampoo, four brands of dishwashing detergent, three brands of tissues and towels and deodorant, and two brands each of fabric softener, cosmetics, skin care potions, and disposable diapers.
c. The reason they do this is because different people want different mixes of benefits from the products they buy. There are groups—or segments—of laundry detergent buyers, for example, and each segment seeks a special combination of benefits.
d. By segmenting the market and having several different brands in each category, P&G has an attractive offering for consumers in all important preference groups.
e. Companies recognize that they cannot appeal to all buyers in the marketplace, or at least not to all buyers in the same way. So, they must design strategies to build the right relationships with the right customers.
f. Most companies are being more choosy about the customers with whom they wish to build relationships. They have moved away from mass marketing and toward market segmentation and targeting—identifying market segments, selecting one or more of them, and developing products and marketing programs tailored to each.
g. The three steps in target marketing are shown in Figure 6-1. They are market segmentation, target marketing, and market positioning.
Use Key Term Target Market here.

Use Chapter Objective 1 here.

Use Figure 6-1 here.

2. Market Segmentation

a. Markets consist of buyers. These buyers may differ in their wants, resources, locations, buying attitudes, and buying practices. Through market segmentation, companies divide large, heterogeneous markets into smaller segments that can be reached more effectively with products and services that match their unique needs.
Use Key Term Market Segmentation here.

Use Chapter Objective 2 here.

Segmenting Consumer Markets
b. There is no single way to segment a market. Marketers must try different segmentation variables, alone and in combination, to find the best way to view the market structure.
1. Geographic segmentation divides the market into different geo-graphical units, such as nations, regions, states, counties, cities, or even neighborhoods. A company may operate in one or a few geographic areas, or it may operate in all areas but pay attention to geographical differences in wants and needs.
Use Key Term Geographic Segmentation here.

Use Table 6-1 here.
Use Discussing the Issues 2 here.

2. Demographic segmentation divides the market into groups based on variables such as age, gender, family size, family life cycle, income, occupation, education, religion, race, generation, and nationality. Consumer wants, needs, and usage rates often vary with demographic variables. Demographic variables are also easier to measure than other variables.
Use Key Term Demographic Segmentation here.

3. Some companies use age and life-cycle segmentation because consumer needs and wants change with age. Marketers must be careful to guard against stereotypes when using this form of segmentation.

4. Gender segmentation has long been used in clothing, cosmetics, toiletries, and magazines.
5. Income segmentation has been used by marketers for selling automobiles, boats, clothing, cosmetics, financial services, and travel. Many companies target affluent consumers with luxury goods. Other companies target lower-income consumers. Others still develop different products and sell them in different outlets based on income segmentation.
6. Psychographic segmentation divides buyers into different groups based on social class, lifestyle, or personality characteristics. People in the same demographic group can have very different psychographic makeups, and marketers often segment by common lifestyles.
Use Key Terms Age and Life-Cycle Segmentation, Gender Segmentation, Income Segmentation, Psychographic Segmentation here.

Use Marketing at Work 6-1 here.

Applying the Concept

How might Ford utilize psychographic segmentation for its various automobile brands, such as Mustang, Explorer, and the luxury car Jaguar?

7. Behavioral segmentation divides buyers based on their knowledge, attitudes, uses, or responses to a product.
i. Occasion segmentation groups buyers according to occasions when they get the idea to buy, actually make the purchase, or use the purchased item.
ii. Benefit segmentation requires finding the major benefits people look for in the product class, the kinds of people who look for each benefit, and the major brands that deliver each benefit.
Use Key Terms Benefit Segmentation, Occasion Segmentation here.

iii. User status groups buyers according to whether they are nonusers, ex-users, potential users, first-time users, or regular users of the product.
iv. Markets can also be segmented according to usage rate—light, medium, and heavy product users.
v. Loyalty status looks at the level of loyalty to brands, stores, and companies.
Use Key Term Behavioral Segmentation here.

c. Marketers rarely limit their segmentation to only one or a few variables. They are increasingly using multiple segmentation bases in an effort to identify smaller, better-defined target groups.
1. Geodemographic segmentation helps marketers link U.S. Census data with lifestyle patterns to better segment their markets down to zip codes, neighborhoods, and even city blocks.
Use Under the Hood/Focus on Technology here.

Segmenting Business Markets
d. Business marketers use many of the same variables to segment their markets. Business buyers can be segmented geographically, demo-graphically (industry, company size), or by benefits sought, user status, usage rate, and loyalty status.
e. Other characteristics are also used, including operating characteristics, purchasing approaches, situational factors, and personal characteristics.
f. Within a given target industry and customer size, the company can segment by purchase approaches and criteria. Many marketers believe that buying behavior and benefits provide the best basis for segmenting business markets, just as in consumer markets.
Let’s Discuss This
The Body Shop is a company that prides itself on buying basic ingredients from only companies that utilize sustainable technologies. Is that a purchasing approach, a situation factor, a personal characteristic, or a combination of all of them?

Segmenting International Markets
g. Different countries can vary greatly in their economic, cultural, and political makeup. International firms need to group their world markets into segments with distinct buying needs and behaviors.
h. Companies can segment international markets using one or a combination of several variables. They can segment by geographic location. This assumes that countries close to one another will have many common traits and behaviors.
i. World markets can also be grouped on the basis of economic factors, such as population income levels or by their overall level of economic development. 
j. Countries can also be segmented by political and legal factors, such as the type and stability of government, receptivity to foreign firms, monetary regulations, and the amount of bureaucracy.
k. Cultural factors can also be used, grouping markets according to common languages, religions, values and attitudes, customs, and behavioral patterns.
l. Many companies use an approach called intermarket segmentation. Using this approach, they form segments of consumers who have similar needs and buying behavior even though they are located in different countries.
Use Key Term Intermarket Segmentation here.

Requirements for Effective Segmentation

m. Not all segmentations are effective. To be useful, segments must meet five criteria.
1. It must be measurable: The size, purchasing power, and profiles of the segments can be measured.
2. It must be accessible: The market segments can be effectively reached and served.
3. It must be substantial: The segments are large or profitable enough to serve. A segment should be the largest possible homogenous group worth pursuing with a tailored marketing strategy.
4. It must be differentiable: The segments are conceptually dis-tinguishable and respond differently to different marketing mix elements and programs.
5. It must be actionable: Effective programs can be designed for attracting and serving the segments.
Use Linking the Concepts here.

Use Discussing the Issues 1 here.

3. Target Marketing

a. Segmentation reveals only the firm’s opportunities.  The firm now has to evaluate the various segments and decide how many and which segments it can best serve.
Use Key Term Target Marketing here.

Evaluating Market Segments
b. A firm must look at three factors to evaluate market segments: segment size and growth; segment structural attractiveness; and company objectives and resources.
Use Chapter Objective 3 here.
Use Exploring the Concepts 1 here.
c. The company must first collect and analyze data on current segment sales, growth rates, and expected profitability for various segments. It will be interested in segments that have the right size and growth characteristics. But “right size and growth” is a relative matter.
d. There are several structural characteristics that affect long-run segment attractiveness.
1. The segment is less attractive if there are several strong, aggressive competitors.
2. The existence of many actual or potential substitute products may limit prices and the profits that can be earned.
3. The relative power of buyers also affects segment attractiveness.
4. A segment may be less attractive if it contains powerful suppliers who can control prices or reduce the quality or quantity of ordered goods and services.
e. The company must take into account its own objectives and resources in relation to the segment. If a segment does not mesh with the company’s long-run objectives, it can be dismissed. The company must take into consideration whether it has the skills and resources needed to succeed in the market. The company should enter only segments in which it can offer superior value and gain advantage over competitors.
Applying the Concept

A start-up company has a product that it developed for the luxury hotel and resort market. Business development is not going as well as they had hoped. Should they change focus and market it to discount motel chains?

Selecting Target Market Segments
f. A target market consists of a set of buyers who share common needs or characteristics that the company decides to serve.
g. Target marketing can be carried out at several different levels. Figure 6-2 shows that companies can target very broadly, through undifferentiated marketing; very narrowly, in micromarketing; or somewhere in between, which is differentiated or concentrated marketing.
1. In undifferentiated marketing, also called mass marketing, a firm might decide to ignore market segment differences and target the whole market with one offer. This strategy focuses on what is common in the needs of consumers, rather than on what is different.
2. Using differentiated or segmented marketing, a firm decides to target several market segments and designs separate offers for each. Companies hope for higher sales and a stronger position within each market segment. This could yield more total sales than undifferentiated marketing across all segments. Differentiated marketing can also increase costs, however. So, companies must weigh increased sales against increased costs when deciding on a differentiated marketing strategy.
3. Concentrated or niche marketing is especially appealing when a company has limited resources. Instead of going after a small share of a large market, the firm goes after a large share of one or a few segments or niches. Niches are smaller than segments and may attract only one or a few competitors. A company can market more effectively by fine-tuning its products, prices, and programs to the needs of carefully defined segments.
Use Key Terms Undifferentiated (or Mass) Marketing, Differentiated (or Segmented) Marketing, Concentrated (or Niche) Marketing here.

Use Figure 6-2 here.

Use Discussing the Issues 3 here.

4. Micromarketing is the practice of tailoring products and marketing programs to suit the tastes of specific individuals and locations. It includes local marketing and individual marketing.
i. Local marketing entails tailoring brands and promotions to the needs and wants of local customer groups—cities, neighborhoods, and even specific stores. The drawbacks include that it can drive up manufacturing and marketing costs, and create logistics problems as companies try to meet the varied requirements of the different markets. A brand’s image may also be diluted and the message could vary too much. But, local marketing does help a company market more effectively to different segments.
ii. Micromarketing becomes individual marketing in the extreme—tailoring products and marketing programs to the needs and preferences of individual customers. Mass customization is the process through which firms interact one-on-one with masses of customers to design products and services made specifically to individual needs. The move towards individual marketing mirrors the trend in consumer self-marketing, in which consumers take more responsibility for determining what to buy.
Use Key Terms Micromarketing, Local Marketing, Individual Marketing here.

Use Marketing at Work 6-2 here.
Use Application Questions 1 here.

iii. Which strategy to employ depends on company resources. 
a. When the firm’s resources are limited, concentrated marketing makes sense.
b. Undifferentiated marketing makes sense when product variability is low, such as in steel.
c. The product’s life-cycle stage must also be considered. When a product is new, undifferentiated marketing might be best. In the mature stage, differentiated marketing could work better.
d. Market variability needs to be considered, as should competitors’ strategies.
Socially Responsible Target Marketing
h. Target marketing sometimes generates controversy and concern. Issues usually involve the targeting of vulnerable or disadvantaged consumers with controversial or potentially harmful products. Problems arise when marketing adult products to kids, whether intentionally or unintentionally.
i. The growth of the Internet and other carefully targeted direct media has raised concerns about potential targeting abuses.
j. The issue is not so much who is targeted, but how and for what. Controversies arise when marketers attempt to profit when they unfairly target vulnerable segments or target them with questionable products or tactics.
k. Socially responsible marketing calls for segmentation and targeting that serve not just the interests of the company, but also the interests of those targeted.
Use Linking the Concepts here.

Use Focus on Ethics here.

4. Positioning for Competitive Advantage

a. A product’s position is the way the product is defined by the consumers on important attributes; it is the place the product occupies in consumers’ minds relative to competing products. It involves implanting the brand’s unique benefits and differentiation in customers’ minds.
b. To simplify the buying process, consumers organize products, services, and companies into categories and “position” them in their minds. A product’s position is a complex set of perceptions, impressions, and feelings that consumers have for the product compared with competing products.
c. Consumers will position products with or without the help of marketers. So marketers must plan positions that will give their products the greatest advantage in selected target markets, and then must design marketing mixes to create these planned positions.
Use Key Terms Competitive Advantage, Market Positioning here.

Use Chapter Objective 4 here.

Positioning Maps
d. Perceptual positioning maps show consumer perceptions of their brands versus competing products on important buying dimensions. Figure 6-3 shows a positioning map for the U.S. large luxury sport utility vehicle market.
Use Figure 6-3 here.

Choosing a Positioning Strategy
e. Each firm must differentiate its offer by building a unique bundle of benefits that appeals to a substantial group within the segment.
f. The positioning task has three steps: identifying a set of possible competitive advantages; choosing the right competitive advantages; and selecting an overall positioning strategy. The company then needs to communicate and deliver the chosen position to the market.
1. Positioning begins with actually differentiating the company’s marketing offer so that it will give consumers more value than competitors’ offers do. A company or market offer can be differ-entiated by product, services, channels, people, or image.
i. Product differentiation takes place along a continuum. At one extreme are products that vary little, while at the other extreme they are highly differentiated on features, per-formance, or style and design.
ii. Services differentiation can be done through speedy, convenient, or careful delivery. Installation can also differentiate a company, as can repair services. Other possibilities include training services or consulting services.
iii. Channel differentiation can help a company gain com-petitive advantage through coverage, expertise, and per-formance.
iv. A company can differentiate on people—hiring and training people better than their competitors do.
v. A company can also differentiate on image. The chosen symbols, characters, and other image elements must be communicated through advertising that conveys the com-pany’s or brand’s personality.
Use Discussing the Issues 5 here.
Let’s Discuss This
What sort of differentiation does Jiffy Lube use? A major accounting firm, such as Ernst & Young? 

2. The company must decide how many differences to promote and which ones.
i. Some marketers believe that the best strategy is to promote only one unique advantage, which can be called the unique selling proposition.
ii. Other marketers believe that companies should position themselves on more than one attribute, particularly if one or more companies are claiming to be best on the same attribute.
iii. Not all brand preferences are meaningful or worthwhile. The company must carefully select which differences are worth promoting.
a. It should be important and deliver a highly valued benefit to target buyers.
b. It should be distinctive such that competitors do not offer the difference.
c. It should be superior, so that consumers cannot obtain the benefit elsewhere.
d. It should be communicable and visible to buyers.
e. It should be preemptive, so that competitors cannot easily copy it.
f. It should be affordable.
g. It should be profitable.
iv. Consumers typically choose products and services that give them the greatest value. The full positioning of a brand is called the brand’s value proposition—the full mix of benefits upon which the brand is positioned.
Use Key Terms Value Proposition, Product Position here.

Use Application Questions 2 and 3 here.

v. Figure 6-4 shows possible value propositions with which a company might position its products.
a. “More for more” positioning involves providing the most upscale product or service and charging a higher price to cover the higher costs.
b. “More for the same” positioning introduces a brand offering comparable quality but at a lower price.
c. “The same for less” offers good deals to customers.
d. “Less for much less” positioning involves meeting consumers’ lower performance or quality require-ments at a much lower price.
e. “More for less” is often claimed by companies, and in the short run, companies can often make this work. But in the long run, offering more usually costs more, so it is difficult to deliver on this promise.
Use Figure 6-4 here.

Use Marketing at Work 6-3 here.
Use Discussing the Issues 3 here.
vi. Company and brand positioning should be summed up in a positioning statement. This statement should follow the form of “To (target segment and need) our (brand) is (concept) that (point of difference).” The statement first puts the product in a category and then shows the point of difference from other members in the category.
Use Key Term Positioning Statement here.

Communicating and Delivering the Chosen Position 
g. When a company has chosen a position, it must take strong steps to deliver and communicate the desired position to target consumers.
h. All the company’s marketing mix efforts must support the positioning strategy.
i. Designing the marketing mix—product, place, price, and promotion—involves working out the tactical details of the positioning strategy.
j. Companies often find it easier to come up with a good positioning strategy than to implement it. Establishing a position or changing one usually takes a long time. However, positions that took years to build can be lost easily. A company must take care to maintain the position through consistent performance and communication.
Travel Log

Discussing the Issues
1. List a product or service example for each of the four major groups of segmentation variables in Table 6.1.  Then discuss an example that employs multiple variables.

Student responses will vary.

2. Need help with your financial planning?  Intuit’s Quicken (financial planning) and TurboTax (income-tax preparation) software have ensured the company’s success in the rapidly growing financial planning and services market.  Assume that the company wants to expand.  Which of the target marketing strategies in Figure 6-2 would you suggest?  Explain how your strategy helps Intuit overcome competitive challenges from other financial software makers, such as Microsoft.

Student responses will vary.  

3. Discuss how Mountain Dew has differentiated itself from other soft drink brands on the basis of product, services, channels, people, and image differentiation.
Student responses to this question will vary. Instructors can use this question to highlight points of differentiation through the customer’s entire experience with the company’s product or service. Extend this question by having students consider the sustainability of each point of differentiation.
4. Socially responsible marketing calls for segmentation and targeting that serve not just the interests of the company but also the interests of those targeted.  Do these goals conflict?  Provide an example of a company that takes a socially responsible approach to segmentation and targeting.  How does the company balance the interests of both the company and the consumer?
Student responses will vary for this question. Instructors can use this question as an opportunity to highlight the large number of ways a market can be segmented, as well as how some segmentation variables make more sense than others depending upon the product being sold.

5. McDonald’s has long been an innovator in fast-food.  To avoid the flat growth that has recently plagued the fast-food industry, McDonald’s plans to experiment with waiter-service diners, McDonuts, Internet access for patrons, and Spam breakfast platters.  Use Figure 6.4 to discuss the value propositions McDonald’s would be addressing with each of these innovations.  Write a positioning statement for one of the new ventures. 
Company and brand positioning should be summed up in a positioning statement. The statement should follow the form: “To (target segment and need) our (brand) is (concept) that (point of difference).  Note that the positioning first states the product’s membership in a category, and then shows its point-of-difference from other members of the category.
Figure 6-4 shows possible value propositions with which a company might position its products. Students can apply these value propositions to: waiter-service diners, McDonuts, Internet access for patrons, and Spam breakfast platters.
· “More for more” positioning involves providing the most upscale product or service and charging a higher price to cover the higher costs.
· “More for the same” positioning introduces a brand offering comparable quality but at a lower price.
· “The same for less” offers good deals to customers.
· “Less for much less” positioning involves meeting consumers’ lower performance or quality requirements at a much lower price.
· “More for less” is often claimed by companies, and in the short run, companies can often make this work. But in the long run, offering more usually costs more, so it is difficult to deliver on this promise.
6. Review Figure 6.4.  Give examples of a hotel chain that falls into each of the five value propositions.  What does each hotel do on the benefits dimension to offer more, the same, or less than competitors?
Student responses will vary. Instructors may choose to build on this question by having students consider the market each hotel chain is targeting with its offer, and what a hotel would need to do in terms of the marketing mix variables in order to change to a new position on the figure.
Application Questions
1. For years, auto makers have segmented markets to position themselves and their various offerings.  If you could drive any car, which one would it be?  Consider your favorite make and model—BMW, VW, Porsche, Mustang, Prius.  How is the make positioned?  How is your specific model positioned? How are other models from the same maker positioned differently?  Draw a picture of the “typical” consumer you think the maker of your favorite model is targeting.  Are you a member of the intended target market?  What additional models could the car maker offer to target additional segments?  
Product position is the way the product is defined by the consumer on important attributes—the place the product takes in the consumer’s mind relative to competing products.

It is important because it establishes how your product will be represented in the market in relation to the competition—it is that combination of attributes (benefits, characteristics, etc.) that creates the appeal for your product that separates it from your competitor’s product.
2. Visit the You Are Where You Live Web site operated by Claritas, which demonstrates the PRIZM system in action.  Enter in your hometown zip code and review the results.  Do you identify with a cluster associated with your hometown?  Do your parents fit into a cluster?  Now enter the zip code for your college town.  How do the results differ from that of your home town?  Based on these segments, identify some products or services that might be well suited to the population in your home town.  Name a few products that might fair better in your college town.  Why? 
This question encourages students to think practically about the uses companies might have for geodemographic information. Students can be asked what other information they would want before proceeding to target particular segments.

A business might develop a profile and then use PRIZM to send promotional materials to the geographic areas that have heavy concentrations of people with that profile. Alternatively, they may have a particular geographic area in mind and use PRIZM to understand the types of consumers in the area and design promotional materials appropriate for those groups.

The following are some examples:

06830—Greenwich, Connecticut 

Tiffany’s—01 Blue Blood Estates: Elite Super-Rich Families; 02 Winner's Circle: Executive Suburban Families. Expensive jewelry

60025—Glenview, Illinois

Macy’s—03 Executive Suites: Upscale White-Collar Couples; 05 Kids & Cul-de-Sacs: Upscale Suburban Families. Clothing

79765—Odessa, Texas

Wal-Mart—38 Middle America: Midscale Families in Midsize Towns; 53 Rural Industrial: Low-Income, Blue-Collar Families. Groceries, lower-priced clothing 

3. In a small group, select a product or service that you believe could be better positioned in the market.  Detail a plan for repositioning the product.  Explain why you think the new positioning will be more successful.

Student responses will vary.
Under the Hood

If you have ever made at purchase at Amazon.com, you’ve probably experienced the company’s version of segmentation and targeting.  To help customers navigate the overwhelming number of books, CDs, toys, and other merchandise that the site offers, Amazon.com relies on sophisticated software that builds a personalized Web site for each customer.  Every time you log on, the software tracks your searches and purchases and then builds targeted recommendations for your next visit.  The goal?  Says Jeff Bezos, “We want Amazon.com to be the right store for you as an individual.  If we have 40 million customers, we should have 40 million stores.” 

1. Log on to Amazon.com (www.amazon.com) and click on the “Your Store” tab to begin personalizing your own page.  Create a personal profile.  Then check out “The Page You Made.”  How accurate are Amazon’s recommendations?  
Student responses will vary.

2. Would you consider making a purchase based on these recommendations?  
Student responses will vary.

3. Is it really possible for Amazon to effectively segment its millions of consumers into “markets of one”?

Yes—Amazon keeps track of every purchase and contacts its customers via email when new or related products are available. For example, when a customer buys one work by a particular author, Amazon.com stores the purchase information in its database and contacts the same customer when another work by the same author is available. 
Focus on Ethics

How many credit cards do you have in your wallet?  If you’re like the typical student, you probably have one or two.  Extending credit to students can be risky.  Students are nearly three times as likely as older adults to be at least 90 days delinquent on their credit card payments, and they are more likely to incur late fees.  Yet companies like Capital One and MBNA aggressively target students.  They hope to build long-term relationships with people who are likely to need auto loans, home mortgages, and other financial services in the future.  

But many critics argue that creditors are looking for more than just long-term relationships.  Concerned parents point out that one-fifth of college students hold four or more credit cards, leaving the average undergraduate with $2,169 in credit card debt.  And according to a recent Georgetown University study, nearly 20 percent of college students carry balances on their cards exceeding $10,000.  

Such numbers have led activist groups and some federal law makers to propose legislation to curb credit card marketers’ access to students.  And, roughly 15 percent of colleges no longer allow credit card marketers to set up tables offering free t-shirts, mugs, and other incentives on campus.  In response, credit card issuers now provide targeted educational materials designed to help students manage their money and argue that having credit helps students learn about financial responsibility.*

1. What do you think?  Does targeting undergraduates with credit card offers foster financial responsibility or prey on vulnerable students? 
Student responses will vary. However, students should be encouraged to think about other products (e.g., candy, potato chips, etc.) that might also be sold on college campuses, and where they would draw the line on the selling of such products. 

2. How effective are companies like Capital One in targeting students?  How many credit cards do you have?  What persuaded you to sign up for those cards?                                                     Student responses will vary.
* For more information, see “Undergraduate Students and Credit Cards in 2004: An Analysis of Usage Rates and Trends by Nellie Mae,” May 2005, accessed online at www.nelliemae.com; and information accessed online at www.bankrate.com.

Great Ideas
Barriers to Effective Learning
1. Understanding the concept of a market segment can be very difficult for students. Working through breaking down a market, such as their own university, into separate groups can help tremendously, as can drawing a big box on the board, and then breaking the box down into separate sections to represent pieces of a larger market.

2. Also difficult to understand is the concept that there is no one, single way to segment a market. Students will often point out that companies segment on a single variable frequently, not understanding that the concept is much broader than that. Using a simple pen as an example, you can point out the various segmentation variables, such as income, occasion (such as graduations), and lifestyle that a pen manufacturer could study to determine effective segments. While Mont Blanc might segment based on income and occasion factors, Bic could very well look at lifestyle or even age.

3. Segmenting business markets could also pose some problems, particularly in the discussion of operating characteristics and purchasing styles. Contrasting large corporations with small, local enterprises could help here, as can asking the students about their parents’ business lives and any responsibility they might have in purchasing goods and services for the firms they work for.

4. If anyone knows anything about target marketing before coming to class, they will think of it as simply selling to one type of customer. But most students will never have heard of this concept, either. Use the “box” principle in #1, showing how a company could choose one or more of the sections to address will help in students’ understanding. This can also be expanded to show how companies might move from focusing on one target segment to moving along to another when penetration of the first has been accomplished, even though this goes beyond the scope of this textbook.

5. Development of a positioning statement is also a difficult concept. It requires students to boil down a company’s strategy into one sentence, which can be quite tricky. Going through the examples in the book, and then applying them to something within the students’ sphere of knowledge (books, soft drinks, breakfast foods, coffee, etc.) can enrich the explanations in the text.

Student Projects

1. Go to a retail bookstore or newsstand and survey the magazine section. What unique market segments appear to be the target of specialty magazines? How did you determine the segments? 
2. You’ve gone to work for a shoe designer who is just launching her business. Suggest a way to segment the market for her. Then, select a target market to go after, keeping in mind segment size and growth, structural attractiveness, and probable company resources. What target marketing strategy would you use (using Figure 6.2)? Explain your answers.
3. There are many ways to segment a market. Using the four segmentation variables shown in Table 6-1, discuss which variables would be most important for segmenting (a) Internet users, (b) drivers of a proposed new sports car, and (c) the adult student who returns to college to get an undergraduate degree. Explain your choices.

4. Collect advertisements that demonstrate the positioning of different automobile brands. Sort the various brands into categories of brands with similar positions.
5. How might a medium-sized bank determine the major market targets it serves? Develop a positioning statement for your university.
6. Find ads for several different types of cars. For instance, select one mini-van, one SUV, one sports car, and one sedan. What market is each trying to reach? What type of segmentation is the advertiser using?
7. Von Dutch has become a very hot label in upscale clothing stores. How is this brand positioned? What differences is it promoting above other brands? What do you think its overall positioning strategy is? Develop a positioning statement that this company might use.

Interactive Assignments 
Small Group Assignment

1. Form students into groups of three to five. Each group should read the opening vignette to the chapter on Procter & Gamble. Each group should then answer the following questions:

a. What is Procter & Gamble’s strategy?

b. What is unique about their market segmentation strategy?

c. Is their strategy really product differentiation (as opposed to market segmentation)?

d. Are there weaknesses in the P&G strategy? If so, what are they?

e. Do you see any uncovered market segments? If so, what are they? How would you exploit this?

Each group should share its findings with the class.

Individual Assignment
1. Read the opening vignette to the chapter. Think about the answers to the following questions:

a. What is Procter & Gamble’s strategy?

b. Is their strategy really product differentiation (as opposed to market segmentation)?

c. What does their strategy do to meet competitive threats?

d. Are there weaknesses in the P&G strategy? If so, what are they?

Share your findings with the class.

Think-Pair-Share
1. Consider the following questions, formulate an answer, pair with the student on your right, share your thoughts with one another, and respond to questions from the instructor.

a. What is market segmentation?

b. How is market segmentation different from product differentiation?

c. How does a national company attempt to do local marketing? Individual marketing?

d. How is target marketing linked to market segmentation?
e. What are the four levels of market segmentation? Which offers the greatest potential for doing business over the Internet?

f. Briefly discuss behavioral and psychographic segmentation.

g. Is gender segmentation discriminatory? Explain.

h. What are the chief means for segmenting business markets?

i. What is intermarket segmentation?

j. What are the five characteristics of successful segmentation?

k. What is the best way to evaluate a target market?

l. What are the four alternative market-coverage strategies? Which is superior? How can you tell?

m. What is product positioning?

n. How is competitive advantage obtained?

o. How does a company choose the right competitive advantage to promote?

Outside Example
The concept of positioning is extremely important in marketing. Your customers define your position—according to the text, it “is the place the product occupies in the consumer’s mind relative to competing products.” Thus, a company can influence its product positioning, but it can’t really control it.

There are many discount stores in the United States today. A couple of decades ago, discount stores were where the poor and working class families shopped. Today, virtually everyone brags about the bargain they got at Wal-Mart or Target. But are these two stores really all that similar? Think about how you feel about the two stores and what you think of when you picture them.

Typically, Wal-Mart is considered to be the place where large families on tight budgets shop. Target, on the other hand, is a place for those with much higher incomes. It even has a nickname, pronounced “Tar-zhay,” so that those who shop there feel more like they are shopping at an elite, upper class store.

1. Look at the ads for the two stores. Who do you think each is targeting? How are they segmenting their markets?

2. Go to the two stores’ Web sites (www.target.com and www.walmart.com). What is the look and feel of each? Does this help you understand how they might define their target segments? What about the product selection listed on each? Does that help define their target segments?

3. Draw a perceptual positioning map for discount stores. Include Wal-Mart, Target and several others that are available in your area. What axis would you use to describe these stores’ important buying dimensions?

4. How has each store chosen to communicate its chosen position?

Classroom Exercise/Homework Assignment
Need help with your financial planning? Software maker Intuit (see www.intuit.com) probably has a product just for you. The company’s Quicken (financial planning software) and TurboTax (the number-one income tax preparation software) have given Intuit a strong position in the rapidly growing financial planning and services market. Assuming that the company would like to expand, which of the market-coverage strategies shown in Figure 6-2 would you suggest? Explain how the strategy you’ve chosen would help the company to meet strong competitive challenges from Microsoft and other software makers. 

The three market coverage strategies described in the text are undifferentiated marketing, differentiated marketing, and concentrated marketing. This question is designed to get the student to apply information provided by the text. Students should be encouraged to examine contemporary business magazines for illus-trations of how these strategies may or may not be applied to Intuit or other competitive organizations.

Because this is an action-oriented project, students may pursue any one of the three market-coverage strategies. However, some prompting by the instructor is encouraged. If the instructor believes this project to be too lengthy, but still wants to examine the three market-coverage strategies, try using any of the other examples provided. Note, most students will probably pick the concentrated strategy form, however, with probing, the other two may also be applicable. 

 An additional example to use for the undifferentiated marketing strategy might be Morton’s Salt. Examples in this category are difficult to find because few firms use this strategy alone. The best examples that students will probably find are something close—like Morton’s Salt or Hershey’s (even though they do not exactly fit). 

Examples of companies that follow the differentiated marketing strategy abound. Most students can refer to athletic shoe companies, jeans companies, computer companies, or automobile companies. Be sure to ask them how they differentiate their products. It might also be a useful exercise to have the students go to their selected companies’ Web sites and explore the differentiation that might be present on these sites.

Examples of companies that follow the concentrated marketing strategy are also common. Most students can refer to fast-food businesses, certain breweries, wine producers, and cosmetic companies. Be sure to ask students how they can determine whether a company is using the concentrated versus the differentiated approach. Ask students to bring advertisements to class that would demonstrate these directions and differences.
Classroom Management Strategies
Most students will still be thinking, even at this point in the semester, that marketing is all about getting everyone to buy your product. This chapter will set them straight. It uses three sections to discuss the three important topics of segmentation, targeting, and positioning.

1. Divide this chapter up equally. Spend about 20 minutes on market segmentation, with the majority of that time spent on segmenting consumer markets. Students will understand geographic and demographic segmentation fairly quickly, but benefit and occasion segmentation will take a little more time. Business and international markets can be covered fairly quickly.

2. Target marketing should also take about 20 minutes. It is important for the students to grasp that once they’ve divided the market, they then need to decide which of those segments to address. Evaluating and selecting segments to target should be the primary topics in this section.

3. Finally, positioning should take the remainder of the class. Discussing a brand you are especially loyal to, so you can speak about it emotionally, often helps the students realize the importance of positioning, and also how dependent positioning is on the responses of the consumer to the product itself as well as the messaging about the product.
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