Marketing Chapter 7: Segmentation, Targeting, and Positioning
The segmentation-Targeting-Positioning Process:
Step 1: Establish Overall Strategy or Objectives
The segmentation strategy must be consistent with and derived from the firm’s mission and objectives, as well as its current situation – its strengths, weaknesses, opportunities, and threats (SWOT).
Step 2: Segmentation Bases
Use a formal approach to segment the market. Develops descriptions of the different segments, their needs, wants, and characteristics, which helps firms better understand the profile of the customers in each segment. With this information, they can distinguish the customer similarities within a segment and dissimilarities across segments. 
Geographic Segmentation: the grouping of consumers on the basis of where they live. Geographic segmentation is most useful for companies whose products satisfy needs that vary by region. (continent, country, region, province, city, urban, suburban, rural, climate)
Demographic Segmentation: the grouping of consumers according to easily measured, objective characteristics such as age, gender, income, and education. These variables represent the most common means to define segments because they are easy to identify. Demographics may not be useful for defining the target segments for other companies. 
Psychographic Segmentation: psychographics is the one that delves into how consumers describe themselves; allows people to describe themselves by using those characteristics that help them choose how they occupy their time (behaviour) and what underlying psychological reasons determine choices. 
Self-Values: goals for life, not just the goals one wants to accomplish in a day; a component of psychographics that refers to overriding desires that drive how a person lives his or her life. 
Self-concept: the image a person has of himself or herself; a component of psychographics. 
Lifestyles: refers to the way a person lives his or her life to achieve goals; a component of psychographics
VALS: a psychographics tool developed by Strategic Business Insights, classifies consumers into eight segments: innovators, thinkers, believers, achievers, strivers, experiencers, makers, or survivors. (CHART PAGE: 221)
Behavioural Segmentation: Groups consumers based on the benefits they derive from products or services, their usage rate, their user status, and their loyalty. 
Benefit segmentation: groups consumers based on the benefits they derive from products or services. 
Loyalty Segmentation: strategy of investing in retention and loyalty initiatives to retain the firm’s most profitable customers. 
Using Multiple Segmentation Methods:
Each type of segmentation has unique advantages and disadvantages. Companies therefore use a combination of geographic, demographic, and lifestyle characteristics called geodemographic segmentation. 
Geodemographic Segmentation: the grouping of consumers on the basis of a combination of geographic, demographic, and lifestyle characteristics
PSYTE clusters: the grouping of all neighbourhoods in Canada into 60 different lifestyle clusters. 
Geodemographic Segmentation can be particularly useful to retailers because customers typically patronize stores close to their neighborhood. Thus retailers can use this segmentation to tailor each store to its region.  

Step 3: Evaluate Segment Attractiveness
Involves evaluating the attractiveness of the various segments. To do this, marketers first must determine whether the segment is worth pursuing by using several descriptive criteria: is the segment identifiable, reachable, responsive, and substantial and profitable?
Identifiable: firms must determine who is within their market to be able to design products or services to meet their needs. It is equally important to ensure that the segments are distinct from one another because too much overlap between segments means that distinct marketing strategies aren’t necessary to meet segment member’s needs. 
Reachable: the best product or service cannot have any impact if that market cannot be reached (or accessed) through persuasive communications and product distribution. Consumers must know the product or service exists, understand what it can do for them, and recognize how to buy it. 
Responsive: for a segmentation strategy to be successful, the customers in the segment must react similarly and positively to the firm’s offering. If a firm cannot provide products or services to that segment, it should not target it. 
Substantial and Profitable: once the firm has established its potential target markets, it needs to measure their size and growth potential. If a market is too small or its buying power insignificant, it won’t generate sufficient profits or be able to support the marketing mix activities. Marketers must also focus their assessment on the potential profitability of each segment, both current and future. Some key factors to keep in mind in this analysis include market growth (current size and expected growth rate), market competitiveness (number of competitors, entry barriers, product substitutes), and markets access (ease of developing or accessing distribution channels and brand familiarity).

Step 4: Select Target Market
The key factor likely to affect this decision is the marketer’s ability to pursue such an opportunity or target segment. Thus they are likely to analyze the attractiveness of the opportunity (opportunities and threats based on the SWOT analysis i.e., profitability of the segment) and its own competencies (strengths and weaknesses based on SWOT analysis) very carefully. 
Undifferentiated segmentation strategy (mass marketing): a marketing strategy a firm can use if the product or service is perceived to provide the same benefits to everyone, with no need to develop separate strategies for different groups. Things like sugar, salt, greeting cards use this strategy. 
Differentiated segmentation strategy: a strategy through which a firm targets several market segments with a different offering for each. Firms embrace differentiated segmentation because it helps them obtain a bigger share of the market and increase the market for their products overall. 
Concentrated (or niche) segmentation strategy: a marketing strategy of selecting a single, primary target market and focusing all energies on providing a product to fit that market’s needs. 
Micromarketing (one-to-one) marketing: an extreme form of segmentation that tailors a product or service to suit an individual customer’s wants or needs
Mass customization: the practice of interacting on a one-to-one basis with many people to create custom-made products or services; providing one-to-one marketing to the masses. 

Step 5: Identify and Develop Positioning Strategy
The last step in developing a market segmentation strategy is positioning. 
Positioning: the mental picture that people have about a company and its products or services relative to competitors. Consumers develop their own ideas and feelings about a product or brand, and it is those very ideas and emotions that drive them toward or away from a brand or company. Basically, positioning is what determines consumers’ preference for a company’s products or brands. 
Positioning statement: Expresses how a company wants to be perceived by consumers. 
Value: is a popular positioning method because the relationship of price to quality is among the most important considerations for consumers when they make a purchase decision. Value positioning may open up avenues to attract new customer segments that the company previously had neglected. 
Product Attributes: strategy focuses on those attributes that are most important to the target market. 
Benefits and Symbolism: this positioning emphasizes the benefits of the brand as well as the psychological meaning of the brand to consumers. The meanings created by these brands are often the reasons why consumers buy them rather than lesser known brands that sometimes offer similar benefits or quality. For established companies, a well-known symbol can also be used as a positioning tool, especially to appeal to loyal customers. 
Competition: firms can choose to position their products or services head-to-head against a specific competitor or an entire product/service classification on similar attributes within the target market. Firms can also choose a differentiation strategy by going after a less competitive, smaller market niche.
Market Leadership: instead of positioning head-to-head, companies, especially market leaders, may emphasize their leadership position within their industry.  
Positioning by Using Perceptual Mapping:
When developing a positioning strategy, firms go through five important steps.
Perceptual Map (pg. 239): Displays, in two or more dimensions, the position of products or brands in the consumer’s mind. 

Ideal point: the position at which a particular market segment’s ideal product would lie on a perceptual map.
Here are the 5 steps:
1. Determine consumers’ perceptions and evaluations of the product or service in relation to competitors’.
2. Identify competitors’ positions.
3. Determine consumer preferences. 
4. Select the position. 
5. Monitor the positioning strategy. Keep track of the shifting consumer tastes.
Repositioning: when a company tries to change their positioning. For example, a junk-food company trying to reposition themselves as offering healthier choices to attract new customers. Good marketers constantly re-evaluate their brand’s position to determine when to reposition it. Companies should reposition their brands to keep up with changes in the marketplace or to put a fresh spin on their stale and stodgy brand. 
Brand repositioning (rebranding): a strategy in which marketers change a brand’s focus to target new markets or realign the brand’s core emphasis with changing market preferences. 
1. THE GAP SHOULD USE TARGETING

2. What factors will a firm consider when positioning its products and services against its competitors? Select all that apply:
· Salient attributes
· Value
· Brand

3. The segmentation  strategy must be consistent with and derived from the firm’s mission and objectives, as well as its current situation.
4. Firms are finding that psychographic segmentation is often more useful for predicting consumer behaviour than are demographics. This is because people who share demographics often have different psychological traits.

5. The chapters question about sending emails : psychographic

6. [bookmark: _GoBack]What criteria is a firm assessing if it is looking into the buying power of the consumer? Substantial 
